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"AVIS  STEPS  AHEAD  WITH  HEW 
AVIS  EXPRESS.  THE  FIRST  EXPRESS 
SERVICE  TO  REQUIRE  NO  PASSl' 


David  Mahoney,  Chairman  of  Avis. 


Now,  Avis  has  a  service  to 
get  you  from  your  plane  to 
your  car  that's  so  fast  and 
Wkjk  CM"~  easy,  it's  second  to  none. 

JKAw)3j  New  Avis  Express.  Here's 

how  it  works: 

When  you  land  at 
many  major  airports,  you 
can  walk  right  past  the 
busy  rental  counter  lines 
straight  to  the  Avis  bus.  Avis  Express  is  the  first 
express  service  that  doesn't  require  a  bus  pass. 
Your  name  is  your  password  to  get  you  to 
the  new  Avis  Express  facility.  There, 
you'll  find  your  rental  agreement 

Avis  features  GM  cars 
Chevrolet  Celebrity. 


The  other  express  service 

requires  a  pass. 
But  with  Avis  Express, 
we  just  need  your  name. 


ready  for  your  signature.  Your  car  will  be 
ready  too,  in  its  reserved  spot  nearby. 

Making  an  Avis  Express  reservation  is 
easy.  Just  give  us  your  Wizard  Number,  and 
ask  for  it  when  you  call.  If  you  don't  already 
have  a  Wizard  Number,  apply  by  calling  Avis 
at  (800)  331-1212,  or  ask  your  travel  consul- 
tant for  our  application  form.  The  Wizard 
Number  is  yours  for  a  lifetime  of  fast 
service. 

Ask  for  Avis  Express,  and  you'll  see  why . . . 

TRYING  HARDER  MAKES 
AVIS  SECOND  TO  NONE. 


AVIS 


IBM  Series  III  Xerox  5400 

Model  10  $22,635  $16,095 


©1982  Minolta  Corporation  Product  appearance  and  or  specifications  subiect  to  change  without  notice 

Xerox*  and  IBM*  are  registered  trademarks  of  Xerox  Corporation  and  International  Business  Machines  Corporation,  respectively  Prices  are  those  in  effect  as  of  7/1/82 


ir  crisp,  clear  copies, 
we  tied. 


ctually,  we're  being  modest, 
ihe  truth  is  we  won.  Because  74%  of  con- 
fers interviewed  by  Nationwide  Consumer 
:ing  Institute  said  the  copies  produced  by 
EP  300  were  clearly  superior  to  those  from 
Xerox*  and  IBM*  copiers, 
o,  while  the  Xerox  and  IBM  certainly  do 
er  jobs,  they  don't  do  better  jobs  than  the 
olta  EP  300  when  it  comes  to  copy  quality. 


Minolta  EP  300 
$2,195 


MINOLTA 


One  reason  is  Minolta's  exclusive  micro- 
toning  system.  Its  ultra-fine  particles  give  you 
crisp,  clear  copies  with  blacker  blacks.  Quality 
from  top  to  bottom.  And  edge  to  edge.  On 
virtually  any  paper  up  to  10  x  14" 

And  that's  just  the  beginning. 

The  EP  300  also  has  an  electronic  trouble- 
shooter  that  catches  small  problems  before 
they  become  big  ones.  A  universal  paper  tray 
that  lets  you  switch  copy  sizes  without  switch- 
ing trays.  And  Minolta's  renowned  dependability. 

And  thanks  in  part  to  an  advanced  fiber 
optics  lens  system,  it  all  fits  into  a  copier 
that's  hardly  larger  than  an  office  typewriter. 

If  you'd  like  to  see  the  results  of  the  test, 
send  us  the  coupon. 

If  you'd  like  the  name  of  your  nearest 
authorized  Minolta  dealer,  look  under  our 
trademark  in  the  Yellow  Pages  Or  call  toll-free 
800-526-5256.  In  New  Jersey,  201-797-7808. 

The  Minolta  EP  300.  The  small  copier  that 
proves  size  isn't  everything. 

The  Minolta  EP  300. 

At  up  to  10  times  the  price,  we'd  still  look  good. 


□  Please  send  me  the  copy  test  results. 

□  I'd  like  more  information  Please  have  my  local  dealer 
contact  me 

Name  


F-01 
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Title. 


Company. 
Address— 

City  

Zip  


.State. 


.Telephone. 


Mail  to  Minolta  Corporation.  Business  Equipment  Division.  101  Williams  Drive. 
Ramsey  Nl  07446 
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Issue  of  June  23,  1980 


No  scare  talk 

"Too  much  contemporary  journal- 
ism is  crisis  journalism — written  as 
though  events  have  taken  place  in  a 
vacuum,  as  though  they  do  not  have 
roots  and  parallels  in  history,"  we 
noted  in  a  story  in  the  issue  of  June 
23,  1980.  The  thought  was  prompted 
by  the  cover  story  in  that  issue:  "Re- 
cycling petrodollars — how  much 
more  can  the  system  take?"  Con- 
tributing Editor  Norman  Gall,  who 
wrote  the  story,  strongly  doubted 
that  the  Western  banking  system 
could  go  on  much  longer  accepting 
the  huge  dollar  deposits  from  oil- 
rich  Arab  states  and  putting  them 
right  back  out  again  in  loans  to  in- 
creasingly burdened  borrowers.  "If 
an  American  bank  lends  Arab  mon- 
ey to  an  African  nation  so  that  the  African  nation  can  burn  oil,"  Gall 
wrote,  "there  is  no  productive  investment  generating  cash  to  pay  the 
interest.  So  much  for  those  who  say,  'Why  not  just  roll  these  loans 
over  and  over?'  People  will  lend  you  long-term  money  to  buy  a  house 
or  build  a  factory.  But  who  would  give  you  a  25-year  loan  for  a  big 
party  you  want  to  throw  tomorrow?" 

Gall  went  beyond  facts,  figures  and  sharp  analogies  in  that  report  to 
find  fascinating  parallels  in  history  dating  back  to  Lorenzo  de  Medici's 
troubles  as  banker  to  brawling,  backward  borrowers  in  14th-century 
England. 

In  this  issue  Gall  takes  another  thoughtful  look  at  the  state  of 
international  banking.  From  his  base  in  Sao  Paulo,  Gall  was  well 
placed  to  tap  sources  in  four  especially  troubled  countries — Brazil, 
Chile,  Argentina  and  Mexico.  Again,  you  will  find  his  report  short  on 
surface  scare  talk  and  long  on  perspective,  including  some  shrewd 
insights  of  a  brilliant,  little-known  Hungarian  economist,  Melchior 
Palyi,  into  why  and  how  banks  overextended  themselves  in  the  1920s. 
Gall's  report  begins  on  page  150. 

Four  Jills  in  a  Humvee? 

Readers  of  a  certain  age — those  who  remember,  say,  Carole  Landis 
and  Kay  Francis  co-starring  in  the  1944  movie  Four  Jills  in  a  Jeep — are 
entitled  to  one  small  sigh  as  they  read 
Allan  Dodds  Frank's  story  on  the  immi- 
nent retirement  of  the  jeep,  four- 
wheeled  workhorse  of  the  U.S.  military 
for  40  years.  Terrain  couldn't  kill  it,  but 
technology  could  .  .  .  and  did.  The  jeep  is 
too  small,  it  turns  out,  for  truck-mount- 
ed missiles  and  such.  The  Pentagon, 
Frank  reports  (p.  156),  is  staging  a  com- 
petition to  choose  its  replacement.  Bill 
Mauldin's  classic  World  War  II  cartoon 
will  probably  mean  nothing  to  anyone 
who  has  to  ask  who  Carole  Landis  and 
Kay  Francis  were. 
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Dictaphone  has  made 
word  processing 
as  easy  as  dictating. 


For  six  decades,  Dictaphone  has  been 
helping  offices  get  more  work  done. 

First  with  dictation,  then  with  voice 
processing  systems.  And  now  Dictaphone 
has  taken  all  this  experience  and  turned  it 
into  the  most  advanced  word  processor 
on  the  market. 

The  Dictaphone  Dual  Display  has 
some  unique  advantages.  One,  a  single- 
line  keyboard  display  shows  prompts  and 
text  as  entered.  The  other,  a  full  66-line 
display  screen  lets  you  edit  a  full  page  at 
a  time  instead  of  mere  paragraphs. 

What's  more,  Dual  Display  comes 
expertly  installed  by  Dictaphone,  with  free 
classroom  or  on-site  operator  training 
plus  in-person  follow-up  service.  Other 
word  processors  come  in  a  box.  With 
instructions. 

For  everything  from  dictation  to  word 
processing,  call  Dictaphone  first.  In  busi- 
ness we  make  it  easy  to  start  at  the  top. 


66-V.neCW  dispW 

InsigM  keyboard 
display. 

High  speed  Daisy 
printer 


Global  Search 


Math  and  Records 
Processing 
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Call  your  Dictaphone  representative  or  complete 
the  coupon  today.  Call  toll-free:  WF-102 

1-800-431-1052 

(Except  Hawaii  and  Alaska) 
In  New  York  call  1-914-967-6067 


Name_ 
Title  


_Phone 


Company 
Address:  _ 
City  


_State_ 


-Zip. 


Mail  to:  Dictaphone  Corporation 

120  Old  Post  Road,  Rye,  New  York  10580 

DfCtaphone  8.  Dual  Display  are  trademarks  of  Dictaphone  Corporation  Rye  New  Yon 


What  do  you  call  a  company 
with  a  22-year  record  of  increases  in 
earnings  per  share? 

AT 


When  looking  for  a  leader  in  energy,  energy 
services  and  resources,  it's  often  advisable  to  check 
beyond  a  company's  recent  performance. 

For  example,  has  the  company  shown  strong, 
consistent  growth  over  20, 10  or  even  5  years? 

Sonat  has.  We're  a  company  with  assets  and 
revenues  of  over  $2.6  billion.  Sonat's  earnings 
increased  18%  in  1981.  During  the  most  recent 
5-  and  10-year  periods,  earnings  per  share  grew  at 
16%  and  15%  respectively.  From  1959-1981,  earnings 
per  share  grew  at  a  compound  annual  rate  of  14%. 

We've  paid  a  dividend  every  year  for  the  past 
45  years.  Over  the  past  5  years,  the  dividend  rate 
has  grown  at  a  compound  annual  rate  of  19%, 
outpacing  inflation  by  over  9%. 

Today,  Sonat  Inc.  operations  across  the  U.S. 
and  overseas  include:  Southern  Natural  Gas, 
Sonat  Exploration,  Sonat  Offshore  Drilling, 
Sonat  Marine  and  Southern  Forest  Products. 

To  learn  still  more  about  us,  write:  Sonat  Inc., 
Corporate  Communications,  P.O.  Box  2563, 
Birmingham,  Alabama  35202.  Dept.  FB  I  0/11 
Telephone:  205/325-3800  or  212/344-7955. 
Ask  for  our  annual  report. 


FOR  SALE: 


Those  companies  looking  for  an 
ilvantageous  location  in  Washington 
ay  be  surprised  to  learn  there's  an 
keel  lent  address  available  near  the 
Ihite  House. 
Fairfax  County,  Virginia. 
By  locating  in  Fairfax  County,  any 
;  mpany  influenced  by  government  is 
a  good  position  to  influence  back 
ipitol  Hill,  regulatory  agencies  and 
|;y  staffers  are  just  30  minutes  away. 

Since  Washington  attracts  the  best 
id  the  brightest,  Fairfax  County  firms 
in  tap  an  executive,  managerial  and 
^rical  pool  perhaps  unequaled  any 
here  in  the  nation. 

Companies  here  also  have  at  their 
sposal  many  of  the  country  s  leading 
nsulting  and  accounting  firms,  prom 
ent  law  firms,  excellent  medical  and 
search  facilities  in  addition  to  many 
estigious  financial  institutions. 


Since  Capitol  Hill  is  at  the  center 
of  international  as  well  as  national 
affairs,  Fairfax  County  executives  can 
take  advantage  of  outstanding  trans- 
portation and  communication  systems 
to  reach  worldwide  markets.  Yet  for 
those  companies  who  do  business  closer 
to  home,  Washington  is  a  lucrative 
opportunity  itself.  It  ranks  among  the 
top  markets  in  the  country  in  apparel, 
furniture,  automobile  and  retail  sales. 

Equally  important,  Fairfax  County 
offers  a  productive  environment  for 
business.  From  our  AAA  bond  rating 
to  right  to  work  laws,  from  a  moderate 
tax  structure  to  8000  acres  zoned  for 
business,  this  is  a  county  so  suited  to 
business  that  over  1500  major  associa- 
tions, headquarters  and  corporations 
have  already  located  here. 

And  why  not?  With  these  rolling 
meadows  and  wooded  valleys  and  that 


historic  white  house  on  the  hill,  you 

can  easily  picture  this  to  be  the  best 

place  in  America  for  business  to  work, 
i  — i 

Please  send  me  complete  information  on  all  the 
advantages  of  a  Fairfax  County,  Virginia  location 
for  my  company. 
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Name/Title- 

Company  

Phone  


Address. 
City  


State/Zip  

Inquire  in  confidence  to:  April  L.  Young,  Executive 
Director,  Fairfax  County  Economic  Development 
Authority,  8330  Old  Courthouse  Road,  Suite  800, 
Tysons  Comer,  Vienna,  Virginia,  22180.  Phone 
(703)790-0600. 

FAIRFAX  COUNTY, 
VIRGINIA. 


Trends 


Pay  per  peek 

Though  24  million  American  homes 
now  have  cable  television,  only  2  mil- 
lion can  order  up  a  movie  or  TV  special 
on  a  one-time  fee  basis.  (Regular  cable 
service  means  taking  what  is  offered 
for  a  flat  fee.)  Cable  consultant  Mi- 
chael Marcovsky,  however,  predicts 
that  the  "pay-per-view"  cable  market 
could  swell  to  10  million  households 
by  1985  and  bring  in  gross  revenues  of 
about  $400  million  a  year.  "Pay-per- 
view  TV  will  be  to  the  1980s  what 
satellites  were  to  cable  television  in 
the  1970s,"  says  Marcovsky,  president 
of  Marnel  Associates  Ltd.  and  an  advis- 
er to  Cox  Cable,  Playboy  and  SFM 
Media,  among  others.  Pay-per-view 
works  through  special  computer  tech- 
nology, installed  at  cable  networks, 
that  allows  consumers  to  order  their 
movies  by  phone  or,  in  some  systems, 
by  simply  tuning  in  and  getting  the  bill 
later.  "Pay-per-view  TV  is  like  picking 
up  your  magazine  on  the  newsstand 
when  you  want  it,  rather  than  having 
it  delivered  by  subscription,"  Mar- 
covsky says.  One  of  the  first  national 
pay-per-view  offerings  is  scheduled  for 
this  fall,  when  20th  Century-Fox  plans 
to  air  its  box-office  blockbuster,  Star 
Wars,  for  $8  per  household,  a  show  it 
expects  to  gross  more  than  $3  million. 
Universal  is  getting  set  to  screen  the 
musical  Pirates  of  Penzance  on  pay-per- 
view  TV  early  next  year. 


The  sacred  cow 

After  watching  their  share  of  the  milk- 
packaging  market  shrink  from  78%  in 
1971  to  41%  today,  the  papermakers 
are  fighting  back.  The  Paperboard 
Packaging  Council's  milk-packaging 
group — International  Paper,  Weyer- 
haeuser, Westvaco,  Potlatch  and 
Champion — is  charging  that  translu- 
cent plastic  containers,  which  now 
have  58%  of  the  market,  allow  light  to 
damage  milk 's  vitamin  content  and  fla- 
vor. "Milk  in  plastic  can  be  robbed  of 
90%  of  its  fortified  Vitamin  A  and  14% 
of  its  Vitamin  B,  in  just  24  hours," 
warns  a  council  ad  that  ran  in  Sacra- 
mento. Similar  war  cries  (based  on  uni- 
versity nutritional  studies)  appeared  in 
Sioux  Falls,  S.  Dak.  and  in  Minneapo- 
lis-St.  Paul.  The  ads  curdled  the  milk  of 
a  number  of  interested  parties,  includ- 
ing the  Sacramento  district  attorney's 
fraud  division.  (The  California  Milk 
Advisory  Board  and  the  Milk  Industry 
Foundation,  the  Paperboard  Council 
says,  feared  that  the  cam),  ligns  were 
"negative  about  milk.")  Coi   umer  re- 


sponse, however,  delighted  the  paper- 
makers.  In  Sioux  Falls,  after  a  two- 
month  council  campaign,  suppliers  of 
23%  of  the  area's  milk  reported  a  sales 
increase  of  19%  and  sales  of  milk  in 
plastic  gallon  containers  dropped 
from  82%  to  32%.  The  stakes  arc  im- 
portant. The  milk-container  market, 
an  estimated  $370  million  in  1971,  is 
now  $961  million,  even  though  con- 
sumption has  remained  steady  at  5.8 
billion  gallons  a  year. 


The  ultimate  producer 
Millions  in  the  milk  pail. 


Health  and  unemployment 

Recessions  wreck  balance  sheets  and 
they  don't  do  much  for  public  health 
either,  according  to  M.  Harvey  Bren- 
ner, a  Ph.D.  and  professor  at  the  Johns 
Hopkins  School  of  Public  Health. 
Congress  asked  Brenner  to  study  the 
correlation  and  he  will  report  to  the 
Joint  Economic  Committee  next  Janu- 
ary. His  statistics  show  an  ominous 
connection.  When  unemployment 
rises  1%,  he  says,  first-time  admis- 
sions to  state  mental  hospitals  in- 
crease 4.3%  for  men  and  2.3%  for 
women;  suicides  go  up  4. 1  % ;  murders, 
5.7%;  and  state  prison  populations, 
4% .  Over  a  six-year  stretch  following  a 
jump  in  the  jobless  rate,  Brenner  re- 
ports, 1.9%  more  people  die  of  heart 
disease,  cirrhosis  and  other  stress-re- 
lated chronic  ailments.  He  estimates 
the  economic  slump  in  1970,  with  its 
1.4%  increase  in  unemployment,  was 
linked  to  51,570  deaths  by  1975.  The 
effect  of  an  unemployment  increase, 
Brenner  told  the  House  Banking  Com- 
mittee this  summer,  falls  hardest,  nat- 
urally, on  the  job  losers  and  their  fam- 
ilies and  dependents.  But  it  also  hits 
those  who  lose  income  because  of 
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small  and  medium-size-business  fail- 
ures and  workers  in  companies  where 
the  survival  of  jobs  and  of  the  firms 
themselves  are  in  jeopardy.  The  im- 
pact of  unemployment,  or  related 
work  stress,  he  says,  frequently 
doesn't  ease  for  up  to  two  to  four  years 
after  a  recession  strikes. 


New  voice  in  the  trade  war 

The  transatlantic  war  of  words  over 
international  trade  has  a  fresh  voice, 
that  of  Roy  Denman,  the  European 
Common  Market's  new  economic  am- 
bassador to  the  U.S.  In  his  first  blast 
since  arriving  in  Washington,  Den- 
man, a  respected  British  trade  expert 
and  negotiator,  told  the  U.S.  Chamber 
of  Commerce  that  "relations  across 
the  Atlantic  are  going  through  the 
roughest  patch  in  living  memory." 
The  world's  trade  system  could  col- 
lapse, he  said,  if  the  Reagan  Adminis- 
tration persists  in  its  "single-minded 
and  aggressive  pursuit"  of  American 
interests  in  steel  and  farm  products 
and  in  trying  to  block  the  Soviet  gas 
pipeline.  The  charge  that  previous 
U.S.  trade  negotiators  had  been  too 
soft  with  Europe,  Denman  said,  is  just 
not  true:  "John  Connally,  Mike  Blu- 
menthal  and  Bob  Strauss  come  to 
mind,  and  anyone  who  thinks  he  could 
make  a  quick  dollar  out  of  those  men 
believes  in  unicorns." 


Home -buyer  blues 

Hopeful  home  buyers  had  best  keep 
on  hoping.  Mortgage  rates  are  not  go- 
ing to  fall  significantly  before  at  least 
next  spring,  according  to  the  experts. 
Long-term  lenders  are  leery  that  huge 
federal  deficits  will  heat  up  the  de- 
mand for  credit  again,  and  the  princi- 
pal mortgage  lenders,  the  savings  and 
loan  associations,  say  they  can't  drop 
below  15%  or  16%  until  their  own 
borrowing  costs  come  down.  "It  will 
take  more  than  just  a  few  weeks  of 
lower  interest  rates  before  home 
mortgage  rates  can  fall  much  below 
where  they  are  now,"  was  the  word 
from  Roy  Green,  the  Jacksonville,  Fla. 
S&L  president  who  is  chairman  of  the 
U.S.  League  of  Savings  Associations. 
Nearly  a  quarter  of  their  deposits,  he 
told  a  group  of  S&T  executives,  are  in 
high-interest,  30-month  certificates, 
so  they  are  saddled  with  expensive 
money  for  months  or  years  ahead. 
Timothy  Howard,  chief  economist  for 
the  Federal  National  Mortgage  Asso- 
ciation, the  federal  agency  that  buys 
mortgage  paper  from  banks  and  S&Ls, 
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WHY  BUY  A  BIG  NAME  TYPEWRITERTHAT 
BREAKS  DOWN  EVERY  SIX  MONTHS, 
WHEN  YOU  CAN  BUY  A  HERMES  ELECTRONIC 

AND  WAIT  FIVE  YEARS. 

The  true  test  of  a  typewriter  is  how 
long  it  runs  before  it  stops. 

In  endurance  tests  in  Switzerland, 
the  Hermes  electronic  51  typed  an 
incredible  5,000  hours  before  needing  an 
adjustment.  That's  equivalent  to  more 
than  five  years  of  average  office  use! 

Engineered  in  Switzerland,  each 
Hermes  typewriter  is  hand-assembled  by 
technicians  who  are  nothing  less  than 
fanatical  about  the  quality  that  goes  into 
a  Hermes.  (We've  been  making  quality 
typewriters  since  1922.) 

For  example,  where  most  electronic 
typewriters  use  a  thin  cord  to  move  the 
printer,  Hermes  uses  a  half  inch  thick 
steel  rod.  This  prevents  vibration  and 
gives  you  exceptional,  clear,  sharp  print 
quality. 

Before  a  Hermes  electronic  typewriter  gets  to  your  office,  And  each  HeimeS  typewriter  goes 

it  goes  through  endurance  tests  by  robots.  through  no  less  than  15  quality  control 

ests.  Not  only  is  each  typewriter  tested,  each  component  is  tested. 

As  for  features,  we  offer  everything  the  big  name  electronics 
)ffer  and  more:  unlimited  and  upgradable  memory  models, 
',0  character  text-editing  display  screen,  proportional 
pacing,  etc.  And  exclusive  features  like  a 
teel  print  wheel,  mini-proportional  printing, 
nd  an  illuminated  writing  line.  (Even  with 
11  these  features,  you'll  be  pleased  at  how 
ompetitively  our  electronics  are  priced.) 

We  offer  a  complete  line  of  easy  to  learn 
lectronic  typewriters  with  prices  and  features 
b  meet  every  need,  including  the  basic 
European  built  Hermes  21. 

So  if  you're  considering  a  new  typewriter, 
X)k  beyond  the  big  names  and  consider  a  Hermes  electronic. 

After  all,  when  it  comes  to  typewriters,  the  question  isn't  only  what  it  can  do,  it's 
mu  long  it  can  do  it. 


I'm  interested  in  a  Hermes 
electronic  typewriter.  Please  contact  me. 

Name  Title 

Company  

Address 


City 


State 


Zip 


Send  to:  Hermes  Products,  Inc.  1900  Lower  Rd.,  Linden,  New  Jersey  07036 


HERMES 

The  only  typewriter  in  the  world 
built  with  Swiss  precision. 


©  1982  HERMES  PRODUCTS  INC. 


Trends 


says  he  does  expect  mortgage  rates  to 
level  off  between  15%  and  16%  in  the 
next  few  months.  But,  warns  the  man 
from  Fannie  Mae,  "they  will  not  go 
dramatically  lower  soon." 

Who's  too  oid? 

With  no  fanfare,  a  move  is  under  way 
on  Capitol  Hill  to  eliminate  manda- 
tory retirement.  Federal  workers  al- 
ready can  work  as  long  as  they  choose, 
and  Congress  wants  to  extend  that 
right  to  private  industry.  Pennsylva- 
nia's GOP  Senator  John  Heinz  and 
Florida  Democrat  Claude  Pepper  in 
the  House  are  pushing  a  bill  to  do  this. 
The  legislation  would  not  affect  hir- 
ing or  promotion  for  over-70  workers 
but  would  make  it  illegal  to  force  any- 
one to  retire  solely  because  of  age. 
The  sponsors  can  count  on  one  potent 
backer,  71 -year-old  President  Reagan, 
who  has  said:  "When  it  comes  to  re- 
tirement, the  criterion  should  be  fit- 
ness for  work,  not  year  of  birth."  Cor- 
porations and  business  groups  gener- 
ally are  fighting  the  idea,  saying  they 
can't  promote  younger  employees  if 
their  seniors  won't  leave.  Firing  older 
workers  for  other  reasons,  business- 
men also  argue,  will  mean  a  spate  of 
lawsuits  charging  age  discrimination. 
Such  litigation,  in  fact,  has  already 
become  routine  when  anyone  over  40 
is  let  go;  such  suits  have  tripled,  to 
about  15,000  annually,  in  the  last  four 
years,  and  out-of-court  settlements 
went  from  $12  million  in  1980  to  $28 
million  last  year. 

Hard  times  for  hard  hats 

The  construction  industry,  where  the 
union  card  used  to  come  with  the 
hard  hat,  now  awards  about  60%  of  its 
projects  to  nonunion  shops,  according 
to  the  16,000-member  Associated 
Builders  &.  Contractors.  Since  ABC 
began  courting  jobs  in  seven  cities  last 
January,  says  its  president,  John  Field- 
er, it  has  landed  more  than  $200  mil- 
lion worth  and  is  negotiating  for  an- 
other $380  million.  (The  seven  targets 
were  Atlanta,  Boston,  Cincinnati, 
Dallas,  Los  Angeles,  Miami  and  Seat- 
tle.) Fielder  also  claims  success  in 
places  like  Mobile,  Ala.,  saying  non- 
union shops  (ABC  calls  them  "merit 
shops")  have  landed  85%  of  all  con- 
struction jobs  there  since  1975,  when 
they  had  only  15%.  "The  real  shift," 
he  says,  "has  been  on  the  large  indus- 
trial projects  like  refineries  and  petro- 
chemical facilities."  The  AFL-CIO 
counters  that  ABC's  gains  have  been 


mostly  on  penny-ante  jobs  and  labor 
has  had  successful  organizing  drives 
in  centers  like  Houston  and  southern 
California.  With  unemployment  at 
22%  of  4.1  million  members,  howev- 
er, a  spokesman  says:  "Our  people  are 
taking  jobs  wherever  they  can,  so  I 
can't  say  we  don't  have  union  people 
in  nonunion  jobs."  To  stem  the 
losses,  the  AFL-CIO's  15  construction 
unions  hope  to  lend  $500  million  of 
their  pension  money  to  banks  for  con- 
struction loans,  and  "we  would  ex- 
pect the  banks  to  use  the  money  for 
union  projects,"  the  spokesman  says. 

The  kudos  champion 

The  current  record  holder  for  honor- 
ary degrees  is  Notre  Dame's  presi- 
dent, the  Rev.  Theodore  Hesburgh, 
with  90  unearned  doctorates.  Father 
Hesburgh,  now  65,  got  the  90th  from 
Michigan's  Kalamazoo  College  this 


President  Herbert  Hoover 

A  new  face  in  the  hall  of  fame. 

year.  The  old  champion  in  the  kudos 
sweepstakes  was  the  late  President 
Herbert  Hoover,  who  had  garnered  89 
honorary  degrees  before  his  death,  at 
90,  in  1964. 

It  is  more  blessed  . . . 

Ronald  Reagan's  call  for  more  corpo- 
rate giving  has  produced  a  windfall  for 
at  least  one  nonprofit  group,  the  Na- 
ture Conservancy.  The  organization, 
which  acquires  land  for  preservation 
(nearly  2  million  acres  of  salt 
marshes,  forests  and  the  like  in  20 
years),  got  $3  million  in  corporate 
cash  in  1981,  a  70%  increase  for  the 


year.  That  beats  even  the  50%  com- 
pound growth  rate  the  Conservancy 
enjoyed  from  1975  to  1981.  "Corpora- 
tions typically  sat  down  and  took  a 
new  look  at  social  responsibility  be- 
cause of  the  President's  programs," 
says  the  Conservancy's  president, 
William  Blair  Jr.  "It's  no  longer  just 
Exxon  and  the  big  guys  that  support 
us,"  Blair  says,  "and  the  per  capita 
corporate  gift  is  increasing."  One  ex- 
ample of  the  new  largess  came  to  the 
Conservancy  in  California,  where 
Hewlett-Packard's  David  Packard  and 
Tom  Wilcox,  chairman  of  Crocker 
National  Bank,  set  out  two  years  ago 
to  raise  $15  million  to  preserve  and 
maintain  endangered  environments. 
Since  fundraising  began  in  1980 — 
about  the  time  of  the  Reagan  appeal — 
corporations  have  pledged  more  than 
$9  million,  and  seven  tracts  have  been 
purchased.  But  the  Reagan  plan  cuts 
two  ways.  "Government  agencies 
used  to  ask  us  to  buy  land  before  they 
had  the  appropriations,  with  the  idea 
that  they  would  eventually  take  title 
and  return  our  cost,"  Blair  says.  "We 
have  bought  millions  of  dollars' 
worth  of  land  for  the  federal  govern- 
ment. But  many  agencies  have  frozen 
spending,  so  we  are  holding  the  land, 
and,  in  effect,  lending  Uncle  Sam 
money." 

If  it  ain't  broke,  don't  fix  it 

Car  owners  are  paying  less  and  less 
attention  to  manufacturers'  recall  no- 
tices. Only  one  in  two  now  bothers  to 
have  the  car  checked,  according  to  a 
new  study  by  the  General  Accounting 
Office,  the  Congressional  bird  dog.  In 
1974,  when  Congress  passed  legisla- 
tion to  increase  response,  three  out  of 
four  owners  were  taking  action  on 
recalls.  The  report  blames  the  lack  of 
interest  on  two  factors,  a  general  ho- 
hum  attitude  toward  the  notices  (128 
million  vehicles  have  been  recalled 
for  safety  defects  since  1966)  and  diffi- 
culties decoding  just  what  the  recall 
letter  means.  After  looking  over  1 1 
letters  from  foreign  and  U.S.  auto- 
makers, GAO  investigators  found 
their  reading  level  ranged  from  high- 
school  senior  to  college  senior,  while 
54% '  of  American  adults  read  at  or 
below  the  llth-grade  level.  (Instruc- 
tions for  the  IRS  Form  1040  are  at 
grade  10,  the  Ladies  Home  Journal  at 
grade  7.)  The  GAO  had  a  consultant 
work  the  reading  level  down  to  fifth 
grade  by  making  such  changes  as 
"touch"  for  "come  in  contact  with," 
"safety  defect"  for  "a  defect  which 
relates  to  motor  vehicle  safety"  and 
"free"  for  "at  no  charge  to  you." 
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LEASE  YOUR  FLEET 
FROM  THE  COMPANY 

THAT  MANAGES 
THE  LARGEST  FLEET 
IN  THE  WORLD. 

When  you  lease  from  Hertz  you  get  something  no  other 
leasing  company  can  offer  you:  Hertz  experience. 

We  can  lease  you  any  make,  any  model  and  any  number  of 
cars.  (We'll  send  you  all  the  up  to  date  model  specifications  in 
our  free  '83  Fleet  Guide.)  And  no  matter  what  your  leasing 
needs  are  you'll  find  Hertz  has  a  plan  to  meet  them. 

So  fill  in  the  coupon         ij^m  ^\ 
below  and  get  the  same  \S£Uf 
company  that  manages  the     HBftZ    m  * 
#  1  fleet  in  the  world  JtKKmL/S&SliKf 

helping  yOU  manage  yOUrS.     Hertz  leases  Fords  and  other  tine  cars. 


FREE  HERTZ  83  CAR  LEASING  FLEET  GUIDE 

For  additional  information  on  Hertz  Car  Leasing  and  to  receive  your  free  copy  of  the  '83 
Fleet  Guide  fill  in  this  coupon  and  mail  to: 

Mr.  Austin  McBride 
Hertz  Car  Leasing 

3  Entin  Road,  Parsippany,  N.J.  07054 


Name. 


Company. 
Title  \ 


Address. 


City  State  Zip. 

Fleet  size  


F-3 


(g;  REG  U  S  PAT  OFF  ©  HERTZ  SYSTEM  INC  1982 


Y)u  don't  ship  packages. 
You  ship  your  word,  your  credit  and  your  reputation. 
Our  small-package  express  service 
understands  that. 


You  can't  deliver  that  shipment  yourself.  You  have  to  give  the 
responsibility  to  somebody  else. 

But  if  it  doesn't  get  there  as  promised,  you  know  who  has  to 
take  the  heat.  The  man  with  his  name  on  the  door— and  his  integrity 
on  the  line. 

Burlington  Air  Express  can  help  protect  you  against  that  risk. 

We've  built  our  company  on  one  simple  principle:  "People, 
not  planes,  deliver."  People  who  aren't  stopped  by  bad  weather, 
grounded  planes,  stalled  trucks,  or  sputtering  systems.  Ingenius 
people.  Dedicated  people.  Responsible  people.  Proud  people. 

Next  time  you  have  need  to  deliver  on  your  promises,  entrust 
them  to  Burlington  Air  Express. 

You  couldn't  do  better  if  you  delivered  them  yourself. 


For  Burlington  Air  Express 
service  nationwide  or  worldwide 
call  (800)  854-7303. 
In  California,  call  (800)  432-8354. 


The  small-package  part  of 
Burlington  Northern  Air  Freight. 


People,  not  planes,  deliver. 
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And  Nashville.  And  Norfolk. 
And  Nashua. 

Call  your  local  Pascoe  Builder 
for  a  free  no-obligation  consulta- 
tion. He's  in  the  Yellow  Pages 
under  "Buildings,  Hetal." 

Pascoe  builds  offices,  commercial 
buildings,  stores,  warehouses, 
factories.  Pascoe  builds  America. 


fVkSCOE  BUILCJin/C  SYSTEMS 

Division  of  Amcord.  Inc. 

1301  East  Lexington  Avenue  .BR 
Pomona,  California  91766  '«gj 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $33  □  3  years  $66 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  1  year  $44,  3  years  $92.  Or- 
ders for  other  countries  add  $18  a  year. 

Subscription  Sen  ice  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LA3EL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  (please  print  I 


New  Address 


Citv 


State 


Zip 


Date  of  Address  Change 


F3820 


E  pluribus  unum 

The  Minneapolis-based  Northwest 
Bancorporation  (Banco)  was  "quietly 
facing  the  greatest  challenge  in  its  51- 
year  history — tightening  up  on  its  af- 
filiate banks,"  Forbes  reported  two 
years  ago  (Sept.  29,  1980).  Its  80-odd 
banks,  scattered  over  seven  states 
(Banco  had  grandfather-clause  immu- 
nity from  the  MacFadden  Act's  ban  on 
interstate  banking),  had  always  operat- 
ed freely  with  only  guidelines  from 
their  parent.  The  bank  had  also  just 
weathered  a  management  crisis  precip- 
itated by  the  accidental  death  of  its 
president  two  years  earlier.  His  succes- 
sor, 62-year-old  Chester  Lind,  had  been 
catapulted  into  the  job,  which  he  never 
expected.  Understandably,  he  concen- 
trated on  setting  up  a  surer  line  of 
succession  before  stepping  aside  last 
October  (remaining  as  a  director  and 
chairman  of  the  executive  committee). 
The  new  chairman,  John  Morrison, 
tackled  the  challenge  Forbes  had  been 
concerned  about  and  has  just  complet- 
ed restructuring  Banco  with  new  offi- 
cers, new  chains  of  command  and  even 
a  new  name. 

Morrison's  tack  was  E  pluribus 
unum.  "We  don't  feel,"  he  explains, 
"that  we  can  meet  the  competition 
we're  going  to  have  from  the  larger 
money  banks  if  we  ask  each  of  our  86 
separate  banks  to  compete.  So  we're 
trying  to  provide  a  mechanism  to  act 
as  one  $16  billion  organization."  To 
do  that,  most  of  the  four-score  affili- 
ates will  be  grouped  into  eight  regions 
reporting  to  corporate  vice  chairmen. 
Senior  vice  presidents  for  finance,  ag- 
riculture, consumer  and  commercial 
banking  will  give  the  banks  strategic 
direction  in  their  broad  market  seg- 
ments. Morrison  (formerly  vice  chair- 
man) sees  his  main  rivals  as  "about  12 
banks,"  such  as  Continental  Illinois, 
Bank  of  America  and  Citicorp.  With 
the  new  setup,  he  says,  he  is  not  "too 
concerned  about  that  competition." 

Banco  is  also  expanding  its  non- 
banking  functions,  like  venture  cap- 
ital and  commercial  finance,  which 
accounted  for  about  10%  of  its  earn- 
ings last  year.  Late  last  month  it  laid 
out  $252  million  to  acquire  Iowa's 
Dial  Corp.,  a  $1  billion  consumer- 
loan  operation.  With  467  offices  in  38 
states,  Morrison  says,  Dial  "is  one  of 
the  largest  independent  consumer  fi- 
nance operations  and,  in  our  opinion, 
one  of  the  best." 

To  top  off  the  remodeling,  Morrison 
has  also  decided  to  rename  the  institu- 
tion that  has  been  banker  to  the  Paul 


Banco  'sjohn  Morrison 

New  look  for  Paul  Bunyan's  bank. 

Bunyan  country  for  half  a  century.  "We 
have  about  30  banks  called  First  Na- 
tional of  Something,"  he  says.  "We 
have  about  30  banks  with  the  North- 
western name  in  them.  We  give  a  scat- 
tered presence  to  customers."  So  next 
spring  Banco  will  become  Norwest 
Corp.,  an  identity  Morrison  hopes  will 
allow  it  "to  assert  a  much  stronger 
presence  in  the  marketplace."  In  dol- 
lars-and-cents  terms,  he  adds,  "it  will 
also  simplify  the  organization's  inter- 
nal practices  and  procedures,  resulting 
in  significant  cost  savings." 

Ben  Graham  with  a  twist 

Four  years  ago,  when  their  Rochester, 
N.Y.  investment  firm  was  nine  years 
old,  money  men  William  Manning 
and  William  Napier  were  beating  the 
Standard  &  Poor's  500  by  16%.  With 
an  8.9%  average  return  on  their  equi- 
ties, they  ranked  in  the  top  2%  of  the 
Becker  Securities'  funds  evaluation 
index  (Forbes,  Apr.  3,  1978).  Manning, 
a  Merrill  Lynch  veteran  and  Napier,  of 
Rochester's  John  J.  DeGolyer,  had  set 
out  with  $50,000  capital  in  1969  to 
beat  the  big-time  money  managers 
with'  a  system  Forbes  called  "Ben 
Graham  with  a  twist."  The  twist  was 
that  instead  of  studying  one  com- 
pany's balance  sheet,  M&N  ran  a 
whole  industry's  numbers  through 
the  computer  to  determine  supply 
conditions  and  that  industry's  ability 
to  raise  debt  or  equity  capital.  Their 
contrarian  theory  was  that  if  demand 
increased  where  there  wasn't  capacity 
to  meet  it,  earnings  would  be  forced 
higher.  It  had  worked  well  for  Man- 
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SPEED 


The  Canon  NP-400F  delivers 
40  crisp,  letter-size  copies  a  minute. 
Making  it  the  fastest  desktop  copier 
in  its  class  And  with  a  first  copy 
speed  of  just  5.5  seconds,  even  your 
first  copy  comes  out  fast! 


Need  a  large  drawing  brought 
down  to  a  more  convenient  filing  size? 
Or  a  computer  printout  reduced 
to  letter  size?  The  Canon  NP-400F 
has  full  reduction  capabilities. 
Two  reduction  modes,  75%  and  64%, 
make  it  extremely  convenient 


ENLARGE 


.  In  addition  to  general  office  use, 
it's  a  boon  to  architects,  law  firms, 
even  schools  Now  you  can  enlarge 
map  sections,  detailed  drawings  or 
make  fine  print  more  readable. 
The  Canon  NP-400F  makes  it  as  simple 
as  copying  an  ordinary  original. 


Canon  makes  it  very  simple  for 
you  with  its  Document  Feeder. 
No  more  raising  the  cover  or  positioning 
the  original.  Just  slip  in  the  original  and 
the  Canon  NP-400F  does  the  rest. 
Speeds  up  the  work  flow. 


COLLATE 


Forget  about  tedious  hand  collating. 
The  NP-400F's  optional  15-bin  sorter 
collates  up  to  30  pages  per  bin  at  the  end 
of  the  copy  run.  Handles  any  size  paper. 
From  statement  up  to  ledger  size. 
A  real  efficiency  booster  for  high  volume 
performance. 


Canon 

1_AIN  PAPER  COPIER 


A  new  standard  of  performance. 
The  fastest  compact  system  copier. 


I400F 


?>ier  cabinet  and  sorter  optional  Specifications  may  change  without  notice  ©  '98i  Canon  u  S  a  mc 


For  information  on  where  to  find  French  Shriner  Shoes  call  1-800-356-6966. 
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C  1982  U  S  Shoe  Corporation 


1250  Broadway  New  York  NY 


'Our  company  owns  a  condominium 
at  the  Essex  House...." 


...  So  say  nearly  100  corpora- 
tions who  have  discovered  the 
savings  and  efficiency  inherent 
in  corporate  condominium  own- 
ership. Superb  Central  Park 
South  location,  private  reser- 
vation system  and  international 
service  staff,  assured  availability 


Essex 


of  preferred  rooms  and  meeting 
facilities,  Marriott  management 
expertise.  A  most  attractive  alter- 
native to  the  escalating  costs  of 
leasing  and  transient  rental 
in  New  York.  Furnished  models 
from  $250,000.  By  appointment. 

Marriotts 
ESSEX  HOUSE 

HOTEL  CONDOMINIUM 

160  Central  Park  South 
New  York.  New  York  10011) 
212-484-5153 
Telex  12-5205 


Follow-Through 

ning  and  Napier  but  Forbes  still  cau- 
tioned that  "rock  stars  have  longer 
careers  than  most  stock  market 
stars." 

M&N's  star,  however,  has  stayed 
bright.  In  1978,  Manning  &  Napier 
managed  $120  million;  today  it  has 
$575  million  in  assets  under  manage- 
ment (80%  in  institutional  funds)  and 
a  43%  annual  compounded  growth 
rate.  Returns  have  also  remained 
high,  with  gains  even  in  the  down 
years.  In  spite  of  the  market  debacles 
of  last  year  and  early  1982,  Manning 
&  Napier's  equity  returns  from  1978 
through  June  1982  were  14%,  vs.  9% 
for  the  Standard  &  Poor's  500.  Long 
term,  M&N  did  even  better,  ranking 
in  the  top  1%  on  Becker's  equity 
charts  for  the  last  six  years. 

The  M&N  strategies  have  remained 
the  same.  "Looking  at  the  balance 
sheets  of  industries  kept  us  out  of  oils 
and  high-tech  stocks  in  1981,"  Man- 
ning says.  Instead,  he  looked  for  com- 
panies that  would  benefit  from  a  fall 
in  oil  prices,  and  his  picks  for  1981 
included  Firestone,  B.F.  Goodrich, 
Monsanto  and  Union  Carbide.  But  he 
also  got  in  and  out  of  the  market  last 
year.  "At  800,  the  market  competes 
on  an  underlying  assets  basis,  and  you 
don't  have  to  have  any  earnings,"  says 
Manning.  "But  over  900,  people  were 
trading  on  earnings,  and  we'd  sell  out 
again.  We  bought  on  assets  and  sold 
on  earnings." 

At  present,  Manning  is  using  his 
industry  balance  sheets  to  find  the 
"low  cost  producers"  in  cyclical 
stocks,  Bethlehem  Steel,  B.F.  Good- 
rich in  polyvinyl  chloride  and  Cela- 
nese  in  fibers.  "Because  of  the  strong 
dollar  and  foreign  competition,"  he 
says,  "you'll  see  more  bankruptcies  in 
the  cyclical  areas.  But  when  things 
turn  around,  the  remaining  low-cost 
producers  will  pick  up  market  share 
and  the  leverage  will  be  enormous." 
Manning  plans  to  sell  before  the  com- 
panies begin  making  enough  for  their 
industries  to  again  expand. 

While  using  cyclical  stocks  as  an 
inflation  hedge,  Manning  holds  a 
50%  position  in  government  bonds 
against  deflation  and  recession.  He  is 
buying  government  bonds  with  cou- 
pons greater  than  the  rate  of  infla- 
tion and  cyclical  stocks  at  levels  "sc 
far  below  replacement  value  thai 
they  looked  like  the  perfect  hedge.' 
Says  Manning,  "You  are  not  sup- 
posed to  be  able  to  avoid  risk  with- 
out paying  the  insurance  premium 
but  I  think  we  did." 
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QANTEL  WORKS  WITH 

CAME  DDETTV 


WlWIh  ■  ■  ■  ■ 


S, 


QANTEL®  hardware  and  software  pack- 
ges  work  very  hard  for  thousands  of  very 
•ugh  customers. 

Like  production  managers  who  use  our 
anufacturing  package  to  help  them  plan 
sources  wisely.  Like  transit  managers  who 
icked  up  our  transit  package  to  keep 
jses  running  profitably.  Like  shoe  retailers 
ho  tried  on  our  footwear  package  and 
und  it  to  fit  perfectly. 

And  like  10  N.F.L.  teams  who  drafted  our 
o  sports  club  package  to  help  get  to  the 
iper  Bowl.  Last  season,  the  49ers  and  Ben- 
3ls  were  two  of  those  teams. 

Point  is,  no  matter  which  tough  business 
>u're  in,  chances  are,  we  can  solve  your 
ugh  problems.  For  a  lot  less  money  than 
would  cost  to  develop  similar  solutions 
>m  scratch! 


Investigate  the  package  we've  devel- 
oped for  you.  Contact  your  local  QANTEL 
distributor,  or  return  the  coupon  today 
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QANTEL 

BUSINESS 

COMPUTERS 


a  Mohawk  Data  Sciences  Company 

~l"o/F/82~" 

I'm  a  tough  customer;  convince  me. 
Name:  


Title:  

Company:. 
Address:  


City:. 
Zip:_ 


.  State: 


Phone:. 


Send  to:  QANTEL,  4142  Point  Eden  Way,  Box  351 7.  Hayward  CA  94545 
TWX:  910-383-0249  Toll  Free:  (800)  227-1894  In  California:  (415)  887-7777 
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Were  the  worlds  biggest 
small  appliance  company  because 
were  mothers  little  helper. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


Dur  remarkable  work-saving 
itchen  appliances  can  be 
Dund  almost  anywhere  in 
he  world  today.  Our  food 
processors,  toasters,  blenders, 
ypans  and  other  electrical 
lelpers  are  being  used  in  kitch- 
ens of  virtually  every  descrip- 
on  to  prepare  virtually  any 
neal  imaginable. 

Meeting  special  needs  for 
abor-saving  kitchen  help  has 
nade  us  the  world's  biggest 
mall  appliance 
ompany.  ^" 


le  most  popular 
beer  worldwide 
ice  1930,  the 
inbeam 
ixrnaster, 
>w  features 
■  iectronic  controls 
id  has  20%  more 
>wer  than 
evious  models. 


\nd  our  famous 
•rands  are  providing  consumers 
/ith  utilitarian  products  for  their 
kitchen  of  the  future." 
It  would  be  hard  to  find  a 
lodern  kitchen  that  does  not 
filize  some  appliance  made 
y  Sunbeam  or  Oster,  both 
Jlegheny  International 
pmpanies. 


ite-of-the-art  kitchen  help,  like  this 
. ter  Kitchen  Center,  can  be  found  in 
chens  around  the  globe. 


Sold  in  more 
than  50  countries, 
Osterizer  blenders 
hold  the  number- 
one  market  position 
in  the  world. 


Their  products 
nclude  Sunbeam 
lixmaster  mixers,  toasters,  food 
processors,  electric  frypans, 
Osterizer  blenders  and  Oster 
Kitchen  Centers. 

Sunbeam  consumer  prod- 
ucts dominate  European  mar- 
kets with  kitchen  appliances 
from  Rima  and  Rowenta.  Their 
names  are  as  well  known  in 
overseas  markets  as  Sunbeam 
and  Oster  are  in  America. 
In  Australia,  from  5  to  6 
Sunbeam  products  can  be 
found  in  the  average  household. 


Sunbeam  frypans  are  number  one  in 
America,  the  United  Kingdom, 
Australia,  and  around  the  world. 


And  innovative  products  like 
self-sharpening  knives  and 
scissors  trom  Wilkinson  Sword, 
another  Allegheny  International 
company  are  quickly  gaining 
acceptance  in  American  and 
European  kitchens. 

At  Allegheny  International, 
we  believe  that  applying  spe- 
cial skills  to 
meet  special 


Products  like  this 
popular  coffee 
maker  have 
helped  Rowenta 
become  a  leading 
brand  of  small 
appliances  in 
Europe. 


needs  is 
the  means 

for  growth.  And  we're  ap- 
plying our  special  skills  in  the 
world's  fastest  growing 
markets— aerospace  and  de- 
fense, transportation,  electron- 
ics, safety  and  protection,  and 
consumer  products. 

That's  what  makes  Allegheny 
International  so  special. 

For  information,  write  to  us  at 
Box  456W;  Two  Oliver  Plaza, 
Pittsburgh,  PA  1 5230. 


Readers  Say 


The  Forbes  Four  Hundred 

Sir:  The  Forbes  Four  Hundred  (Sept. 
13)  was  a  job  that  needed  to  be  done. 
We  [the  other  Americans]  do  need  to 
know  who  the  richest  Americans  are 
and  something  about  how  they  got 
that  way. 

— Kenneth  E.  Vandaveer 
Paso  Robles,  Calif. 

Sir:  You  speak  of  "The  enormity  of 
this  task."  Congratulations  on  having 
found  the  precise  word.  My  Webster's 
defines  "enormity"  as  1:  the  quality 
or  state  of  exceeding  a  measure  or  rule 
or  of  being  immoderate,  monstrous  or 
outrageous;  2:  a  grave  offense  against 
order,  right  or  decency. 
— Iri'ing  Reich 
San  Diego,  Calif. 

Sir:  Serves  no  useful  business  purpose 
whatsoever,  but  it  will  add  to  the  list 
of  targets  for  nuts. 

— -J.E.  Murrhee 
Gretna,  La. 

Sir:  A  classic  case  for  support  of  cap- 
italism. If  the  wealth  of  this  elite 
group  (approximately  $135.5  billion) 
were  divided  among  the  rest  of  the 
population,  each  person  would  re- 
ceive roughly  $600.  Probably  each  of 
us  could  use  an  extra  check,  but  we 
might  encounter  difficulty  finding 
anything  worth  spending  it  on.  Gone 
would  be  most  of  the  consumables, 
durables  and  even  real  estate  markets 
that  we  have  become  accustomed  to. 
— Fletcher  A.  Birmingham 
"a  contender" 
Columbia,  Md. 

Sir:  The  total  wealth  of  the  Four  Hun- 
dred equates  to  about  50  days  of  ex- 
penditures of  the  federal  government. 

— -James  E.  Wickersham 
Piedmont,  Calif. 

i  Sir:  A  literary  Edsel  .  .  .  has  appeal 
lonly  to  "financial  voyeurs." 
I — Thomas  F.  Delaney 
fWest  Hartford,  Conn. 

iSir:  People  are  wealthy.  It  is  pastries 
;that  are  rich. 

| — -John  Starrs 

Vice  President  and  Director  of  Marketing 
First  Interstate  Bank  of  California 
Los  Angeles,  Calif. 

Sir:  After  a  lifetime  of  observing  those 
with  wealth,  it  is  not  unreasonable  to 
say  that  money  doesn't  care  who 
'holds  it;  it  is  not  discriminating. 


Stringing  a  few  cliches  together,  I 
think  it  fair  to  say  that  good  character 
is  necessary  for  the  proper  steward- 
ship of  great  wealth;  support  of  others 
should  be  in  keeping  with  your  own 
good  fortune  in  life — and  finally,  pigs 
ultimately  wind  up  in  the  slaughter 
house.  My  compliments  to  you  for 
your  effective  essay  on  page  170. 
— Walter  Annenberg 
Radnor,  Penna. 

Sir:  As  secretary  of  Yale  1931,  I  am 
making  note  in  our  periodic  publica- 
tion that  three  of  our  classmates  made 
your  Rich  List:  Tom  Evans,  Jack 
Heinz  and  Gay  Donnelley.  One  com- 
ment: All  of  these  were  very  generous 
in  our  record-breaking  $2  million 
Alumni  Fund  contribution  at  our 
50th  Reunion. 
— C.  Colbum  Hardy 
West  Palm  Beach,  Fla. 


Sir:  You  don't  have  to  have  any  mon- 
ey in  the  bank  to  be  greedy.  A  parish- 
ioner once  said  to  me,  referring  to  the 
richest  man  in  the  parish,  "If  I  had  his 
money,  I'd  underwrite  the  church 
debt."  We  all  can  afford  to  be  generous 
with  another  man's  money,  just  like 
it's  fun  to  confess  our  neighbor's  sins. 
— The  Reverend  William  A.  Guenther 
Rosemont,  Penna. 

Sir:  The  400 — Congratulations! 

— Paige  Rense 
Editor- in -Chief 

Architectural  Digest  and  GEO 

Los  Angeles,  Calif. 


Remember  Prohibition? 

Sir:  You  support  using  the  Coast 
Guard  to  fight  drug  smuggling  (Fact 


and  Comment,  Aug.  30).  Were  you 
aware  that  the  "unmitigated  evil"  the 
military  is  going  after  is  marijuana? 
Marijuana  is  not  addictive  or  lethal. 
You  just  endorsed  a  move  that's  guar- 
anteed to  have  one  effect:  increase 
domestic  cultivation  and  raise  the 
price  to  make  the  black  market  even 
more  attractive  to  distributors. 
— Paul  H.  Kuhn  Jr. 
Chicago,  III 


No  dodging  these 

Sir:  In  registering  18-year-olds  for  a 
possible  draft,  you  state,  in  part,  "Giv- 
en these  simple  requirements  [provid- 
ing draft  number  when  applying  for 
driver's  license,  employment,  Social 
Security  card,  etc.]  very  few  would 
continue  not  to  comply"  (Fact  and 
Comment,  Sept.  13). 

You  don't  have  to  be  18  to  get  a 
driver's  license,  be  employed  or  have  a 
Social  Security  card. 
—John  L.  Brungardt 
Rancho  Cordova,  Calif. 

No  problem.  Computers  could  be  pro- 
grammed not  to  renew  your  driver's  li- 
cense after  age  18  unless  you  hai  >e  sent  in 
your  draft  registration  number.  Your  em- 
ployer has  your  birtbdate  and  would  be 
required  to  get  your  number  after  you 
turn  18.  Your  Social  Security  card  would 
become  invalid  when  you  became  18 
and  didn't  send  in  your  number. — MSF 


Farmer's  lament:  strong  $ 

Sir:  Your  cover  story  on  American 
agriculture  (Aug.  30)  didn't  mention 
an  essential  factor  in  the  U.S.'  export 
difficulties:  a  highly  valued  U.S.  dol- 
lar. The  Administration's  overwork- 
ing of  interest  rates  as  an  economic 
tool  has  revalued  the  dollar  by  attract- 
ing capital  imports,  and  this  has 
placed  an  extreme  burden  on  our  ex- 
port abilities. 
—John  Everett  Jones 
Dewittville,  N.Y. 


We  don't  MASH  patients 

Sir:  Re  "MASH  meets  McDonald's" 
(July  19)  about  the  outpatient  surgery 
movement  in  this  country.  Surgeons 
perform  outpatient  surgery  at  [a  nor- 
mal] speed. 

The  release-in-a-matter-of-hours  is 
possible  because  the  patient  has  had  a 
less  complex  procedure,  is  basically 
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Wang  is  the  leader 
in  office  automation. 

To  limit  yourself 
to  the  same  old  computer 
company  could  be 
a  giant  mistake^ 


In  the  evolving  office  environment,  yesterday's 
solutions  no  longer  solve  today's  problems.  People 
need  something  more  than  isolated  office  machines 
and  terminals  driven  by  mammoth  mainframes. 

Office  automation  offers  the  answer. 

Yet  curiously  only  one  computer  company  really  offers  office  automation.  And  that's  Wang. 

Today,  only  Wang  has  the  systems,  the  technology  and  the  worldwide  resources  to  handle  all  the 
forms  of  information  you  need  to  manage:  words,  numbers,  images,  voice. 

So  talk  to  the  old  guard  if  you  must.  But  if  you're  serious  about  office  automation,  don't  make  the 
mistake  of  not  talking  to  the  leader.  Wang. 

For  a  presentation  on  Wang  office  automation,  call  1-800-225-0643  (in  Massachusetts  call 
1-617-459-5000,  ext.  5711).  Or  write  to  Wang  Laboratories,  Inc.,  Business  Executive  Center, 
One  Industrial  Avenue,  Lowell,  MA  01851. 


WANG 


The  Office  Automation  Computer  Company' 


A427  ©1982  Wang  Laboratories.  Inc. 


Readers  Say 

healthy  and  is  willing  to  take  respon- 
sibility for  home  recovery.  Lowered 
costs  also  result  from  the  elimination 
of  overnight  hospital  stays  and  [un- 
necessary] tests  that  aren't  always 
necessary  for  simpler  procedures. 

The  movement  began,  not  to  ac- 
commodate a  fast-paced  society  ad- 
dicted to  fast-food  emporiums  and  the 
like,  but  as  a  way  to  fight  ever-escalat- 
ing medical  costs. 
— Richard  R.  D'Antoni 
Senior  Vice  President, 
Medical  21  Corp. 
Houston,  Tex. 


Flushed  with  attention 

Sir:  Re  your  criticism  of  that  Kohler 
ad  (Fact  and  Comment,  Sept.  13).  A  toi- 
let in  the  middle  of  the  road  certainly 
is  absurd  (with  or  without  a  lovely 
woman).  A  number  of  truckers  have 
actually  written  to  point  out  that 
such  installations  will  definitely 
cause  accidents. 

This  Kohler  campaign  ranks  as  the 
best  ever  in  attracting  readership,  and 
the  greatest  sin  in  advertising  is  to  be 
ignored.  Thanks  for  noticing  us. 
— EL  Nelson 
Men lagei >ie?it  Superi 'isor, 
Kohler  Account 
Camphell-Mithnn,  Inc. 
Minneapolis,  Minn. 


Food  warning 

Sir:  Thanks  very  much  for  warning 
me  away  from  Joyce's  and  The  As- 
sembly (Fact  and  Comment,  Aug.  30). 
Like  you,  I  had  seen  the  ads  in  the  New 
York  Times  and  thought  that  anybody 
that  interested  in  quality  food  would 
cook  it  correctly. 
— Dennis  Lean1 
New  York,  NY. 


Smaller  gain 

Sir:  Houston  Natural  Gas  is  listed  in 
|i  "Games  companies  play"  (Aug.  30)  as 
I  having  added  earnings  as  a  result  of  an 
li  exchange  of  common  stock  for  sink- 
I  ing  fund  debentures  of  $13.9  million. 
Actually  that  number  represents  the 
entire  exchange,  not  the  net  gain, 
which  was  $4.3  million. 
\  — Dai  'e  Keith 

i  Vice  President,  Corp.  Communications, 
\  Houston  Natural  Gas  Corp 
Houston,  Tex. 


The  Royal  Orleans.  In  a  city  of  fine  hotels,  only  one  is 
absolute  luxury  in  the  heart  of  the  French  Quarter. 


DUNFEY 

Other  Dunfey  Classic  Hotels:  C^i  \QC\(~^  1— loTCT  C 

Berkshire  Place.  New  York;  V^-LACOlV^  LIKJ  I  CLO 

Ambassador  East.  Chicago;  11-1  ri  i« 

Parker  House.  Boston;  Creating  new  standards  in  the  art  or  hospitality 

and  Park  Lane,  London.  For  reservations  call  your  travel  agent  or  800-228-2121. 


An  original  print — from  Christie's 
Contemporary  Art,  Europe's  leader. 
Choose  prints  from  less  than  $150 
by  rising  young  artists,  to  works  by 
masters  such  as  Miro  and  Moore. 


Each  is  part  of  a  strictly  limited  edition, 
created,  signed,  and  numbered  by 
the  artist.  None  are  reproductions. 

Write  for  a  free  catalogue.  Or  visit 
our  new  gallery  at  799  Madison  Ave. 


Christie's 
Print 
ollection 


For  a  free  colour  catalogue  and  price  list,  write  or  call: 

Christie's  Contemporary  Art 

799  Madison  Avenue,  New  York,  NY  10021 

(212)  249-5657  Out  of  State,  call  800-223-1104. 

Name  
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Address  - 
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SM10582S 
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Experience  the  difference 
quality  makes... 

in  fashion  that  suits  your  personal  style,  in  enduring  fabrics  chosen  to  enhance  that  style, 
in  tailoring  that  insures  the  comfort  and  long  enjoyment  of  a  perfect  fit.' 


Hart  Schaffner  &  Marx  makes  the  quality  difference  in 
suits  for  the  business  or  professional  man. 


101  North  Wacker  Drive,  Chicago,  Illinois  60606 


Hart 

Schaffne 
&  Marx 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


VETO  OVERRIDE  MORE  A  MESSAGE  THAN  A  DEFEAT 


Washington  pundits  (who  have  to  do  it  regularly  even 
hen  there's  not  much  to  pundit  about)  went  into  orgy 

peculating  about  the  "collapse"  of  President  Reagan's 
out  in  Congress  when  House  and  Senate  overrode  his 

eto  of  that  $14  billion  appropriations  bill. 
The  override  had  a  distinct  message,  and  it  had  noth- 

lg  to  do  with  the  President's  overall  congressional  sup- 

Drt  on  major  policies.  This  supplemental  appropriations 
11  wasn't  a  budget  buster.  In  fact,  it  called  for  $2  billion 
ss  spending.  What  it  did  do  was  redirect  some  of  that 

bending. 

Congressmen  and  Senators  were  fresh  back  from  their 
bbor  Day  recess  and  constituent  pulse-taking  when  vot- 
4g  on  the  veto.  Their  reading  is  similar  to  what  lots  of  us 


have  been  writing:  The  American  people  support  strong 
defense  but  will  not  support  spending  unascertainable 
additional  $bilhons  for  every  system  and  every  thing  that 
every  Braided  Cap  has  asked  for  and  been  given  by  Secre- 
tary of  Spending  Weinberger. 

Righting  tax  wrongs  won't  bring  in  anything  like 
enough  revenue  to  make  a  dent  in  the  projected  breathtak- 
ing federal  deficit.  Sufficient  additional  taxes  to  make  a 
dent  would  smother  incentive,  retard  recovery — be  totally 
counterproductive.  Entitlements  and  defense  have  to  be 
tackled.  Hard  choices  in  defense  must  be  made. 

If  the  Secretary  wants  to  be  Mr.  Nice  Guy,  either  the 
President  or  someone  else  has  to  make  the  hard  choices 
that  the  people,  the  Congress  and  common  sense  require. 


DO  YOU  REMEMBER  WAY  BACK  WHEN  BANKS 

used  to  be  criticized  for  being  too  conservative? 

ONE  OF  THE  GREATEST  WAR  THREATS  WE  FACE 

that  present  skirmishes  over  world  trade  might  turn  again,  and  if  it  does,  there  will  be  no  winners, 
ito  all-out  conflict.  The  Hawley-Smoot  Tariff  Act  of       Secretary  of  State  George  Shultz'  long  background  in 

5>30  contributed  immeasurably  to  turning  America's  economics,  in  business,  as  former  Labor  Secretary  and 

ock  market  panic  into  a  devastating  worldwide  depres-  Treasury  Secretary  ensures  an  intelligent  approach  to  eas- 

)n.  Protectionism  threatens  to  become  rampant  once  ing  the  burdens  that  threaten  to  ignite  a  world  trade  war. 

A  TIP  OF  THE  HAT  TO  TIP  O'NEILL 


Statesmanship's  not  something  many  consider  one  of 
le  House  leader's  outstanding  attributes.  But,  begorrah, 
lanks  to  Speaker  O'Neill's  unleavened  exercise  of  it, 
esident  Reagan's  essential  tax  reform  measure  was 
issed  by  the  Democratic-controlled  House. 


Incidentally,  on  the  same  bill  in  the  Senate,  Senator 
Teddy,  too,  measured  up  by  standing  up  for  it. 

To  the  contrary,  while  Jack  Kemp  made  firmer  the 
friends  he  already  had,  he  moved  further  into  right  field, 
further  from  home  plate — the  White  House. 


\U  L  !  l  II 


PALEY  SAYS  "SO  LONG  "— BUT  NOT  GOOD  BYE 

Bill  Palcy,  who  built  CBS  from  nothing  to  a  consequence 
in  major  measure  unequaled,  is, one  of  the  best  things  that 
ever  happened  to  radio  and  TV.  He  stamped  CBS  with  his 
own  character — quality,  daring,  determination.  He  picked 
his  way  with  genial  toughness  through  the  minefields  that 
abound  in  marketplace  and  political  arena  for  media-using 
public  airwaves. 
For  Bill,  a  young  HI,  it's  "Roger,  over" — but  not  "out." 

RESTAURANTS— GO,  ,  STOP 


•  Vienna  Park— 35  East  60th  St.  (Tel:  758-1051)— is 
even  more  handsome  in  its  muted-tan  way  than  its  older 
sister  Vienna  '79,  and  its  dishes  are  as  delicious,  which  is 
very  delicious  indeed.  Traditional  Viennese  fare  is  bright- 
ened, lightened  with  imaginative  twists  and  touches.  As  we 
said  of  '79,  the  Austrian  capital  should  have  one  as  good. 

Tony  Roma's,  a  Place  for  Ribs  — 400  East  57th  St. 
(Tel:  308-0200).  The  menu  lists  most  of  the  steakhouse- 
usual,  but  here  ribs  are  it.  They're  meaty,  soft  and  soak  up 
the  tasty  sauce.  Appalling  french-fried  potatoes,  and  the 
other  stuff  less  than  good. 

•  Janice's  Fish  Place— 570  Hudson  St.  at  11th  St. 
(Tel:  243-4212).  Both  food  and  setting  are  cheerful  and 
informal  with  some  imaginative  combinations  that  work, 
i.e.,  asparagus  with  bleu  cheese  dressing,  swordfish  ten- 
yaki  and  shrimp  saturated  with  oriental  vegetables.  Open 
until  1 1  p.m.  Major  drawback:  no  cigars  allowed. 

•  The  Post  House  —28  East  63rd  St.  (Tel:  935-2888).  A 
prime  cut  above  the  usual,  plus  the  widest  and  freshest 
variety  of  seafood  in  New  York  City's  steakhouse  milieu. 
Its  raisin  white  bread  alone  is  worth  the  visit.  Only  com- 
plaint: Thickish  potato  chips  are  mislabeled  as  cottage 
fries.  Attractive  decor,  generous  portions. 

Ruelles—  321  Columbus  Ave.  (Tel:  799-5100).  Here 
the  Making-It  young  and  the  Have-It-Made  middle-aged 
(my  definition  doubtless  is  more  inclusive  than  yours) 
swarm  in  well-dressed  (or  smartly  undressed)  style  around 
the  dramatic  big  bar  inside  or  at  the  multiple  small  tables 

REACTION  TO  THE  FORBES  FOUR 

has  been  greater  than  it's  been  to  anything  else  that's 
appeared  in  the  magazine  in  the  past  65  years. 

From  among  The  Four  Hundred,  some  witful  responses, 
more  wrathful. 

Many  major  newspapers  headlined  their  area  Richest, 
while  TV,  radio  and  magazines  had  a  field  day  with  The 
Four  Hundred  generally.  Two  major  publishers  have  made 
proposals  for  books. 

Newsstands  sold  out,  including  25,000  extra  copies. 
In  the  Big  Apple's  Pan  Am  Building,  1,650  copies  dis- 
appeared in  a  couple  of  days,  and  we  were  unable  to 


outside.  Crisp,  colorful  crudites  are  better  than  lots  of  the 
so-so  other  dishes.  Prices  are  surprisingly  moderate.  The 
passing  sidewalk  parade  is  a  better  show  than  many  that 
charge  admission. 

•  La  Coupole— 2  Park  Ave.  (Tel:  696-0100).  This 
huge  would-be  bistro  at  the  foot  of  Park  Avenue  attract- 
ed great  attention  at  its  opening  and  later — deservedly, 
all  bad.  Service  varies  from  sporadic  to  nonexistent,  and 
none  of  the  food  we  sampled  was  worth  the  inter 
minable  wait. 

Mindy's— 212  East  42nd  St.  (Tel:  490-8900)— is  in 
the  new  Helmsley  Harley  Hotel.  It's  attractive,  spacious 
with  eager-to-please  service.  The  food's  only  a  bit  better 
though,  than  the  usual  hotel  variety.  One  sign  of  Mindy's 
unpretentiousness  vis-a-vis  its  Helmsley  Palace  counter 
part:  The  menu's  understandable. 

Tovarisch  —38  West  62nd  St.  (Tel:  757-0168).  If  Rus 
sian  cuisine's  your  bag  and  you're  attending  Lincoln  Cen 
ter,  this  place  is  for  you.  Otherwise,  otherwise. 

•  Keens— 72  West  36th  St.  (Tel:  947-3636).  This  olc 
New  York  restaurant  landmark  with  its  claypipe-stud 
ded  interior  died  five  years  ago.  It  has  now  been  resur 
rected  at  a  cost  of  $1.4  million  by  the  owners  of  One 
Fifth  and  the  Elephant  e)  Castle  restaurants,  which 
have  a  devoted  following  among  Village  young.  It's  gooc 
to  have  Keens  back,  handsomely  restored.  While  not  or 
a  par  with  Christ  Cella,  it's  all-star  compared  with  Th 
Palm  pits. 

HUNDRED  RICHEST  AMERICANS 

supply  their  request  for  another  500. 

Some  comments,  when  our  researchers  were  checkin; 
(as  they  did,  or  made  many  attempts  to  do,  with  ever 
name),  are  too  good  not  to  be  shared.  Virginia  McKnigh 
Bingcr  [$100  million]:  "Isn't  that  terrible?  I  don't  reall 
know."  Leonard  Marx  ($300  million]:  "Oh,  if  you  prin 
that  my  wife  will  ask  not  to  take  in  any  more  wash 
ing!"  William  Graham  ($100  million],  land-ownin 
brother  of  Florida's  Governor:  "Your  decimal  pom 
should  be  moved  one  digit  to  the  left,  although  it  woul 
help  my  credit  if  you  left  it  where  you  put  it." 
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Richard  Kleberg,  asked  to  confirm  Forbes'  initial  $720 
million  family  net-worth  estimate:  "Well,  I  just  took  out  a 
$170  million  note.  I  guess  you'll  have  to  deduct  that."  Don 
Reynolds,  on  Forbes'  estimate  of  his  $200  million  worth: 
"There  are  only  three  ways  to  determine  what  you're 
worth.  You  can  go  broke  and  the  bankruptcy  court  will  tell 
you,  or  the  IRS  can  tell  you  or  you  can  sell  out.  I'm  not 
planning  to  do  any  of  the  three." 

Wrote  Clinton  Laird  about  our  estimate  of  his  Delaware 
clan's  du  Pont-related  wealth  of  $400  million:  "A  personal 
canvass  of  our  family  holdings  comes  up  $  1 50  million  short 
of  your  estimate,  but  don't  worry,  I'll  get  to  the  bottom  of 
this.  Those  pikers  can't  hide  nine  figures  forever!" 

The  attorney  of  one  Oklahoman  offered  to  "find  a  re- 
placement if  you'll  take  my  client's  name  off  the  list."  Bob 
Hope  [$280  million]  protested  the  inclusion  of  an  estimate 

TASTE  AND  COST 

are  usually  unrelated. 


of  his  real  estate,  "  'cause  all  I  do  is  pay  taxes  on  it.  When 
Time  magazine  said  I  was  worth  half  a  billion,  I  wired  the 
editor  and  said  if  he  could  find  it  I'd  split  it  with  him!" 

Some  Forbes  readers  joined  those  among  The  Four  Hun- 
dred in  protesting  that  the  compilation  would  make  the 
listees  targets  of  unwanted  attention  by  those  after  some 
of  their  money  in  one  way  or  another,  including  the  IRS. 

Perhaps  this  from  the  "Personals"  advertising  columns 
of  New  York's  Village  Voice  is  the  sort  of  overture  they 
had  in  mind: 
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Write  W  P  5265  

Single,  serious  black  woman  seeks  one 
fabulous  Forbes  Four  Hundred  man 
Find  new  and  exciting  ways  to  spend 
money  Write  VV  BoxP5377 


Single 


'vrii«»  female, 
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WHAT  YOU  LOOK  FOR 

is  what  you'll  see. 


ALL  YOU  NEED  TO  KNOW  ABOUT  INVESTING 


By  M.S.  Forbes  Jr. 


The  extraordinary  stock  market 
rally  of  recent  weeks,  coming  at  a 
time  of  deepening  world  recession 
and  a  teetering  international  bank- 
ing system,  brings  to  mind  a  state- 
ment once  made  by  John  Maynard 
Keynes  at  a  meeting  of  an  invest- 
ment trust  of  which  he  was  chair- 
man (Keynes  was  a  very  successful 
speculator):  "Nothing  is  more  suici- 
dal than  a  rational  investment  poli- 
cy in  an  irrational  world." 

GETTING  BACK  TO  BASICS 

Is  there  anyone  with  authority  at 
the  Pentagon  who  realizes  that  one 
important  aspect  of  an  effective  de- 
fense is  well-trained  combat  forces 
that  are  capable  of  fighting? 

Apparently  not,  to  judge  from  the 
results  of  recent  military  exercises 
carried  out  by  the  U.S.  and  some  of 
its  NATO  allies  in  Germany. 

Here  is  how  the  New  York  Times' 
longtime  and  able  military  corre- 
spondent, Drew  Middleton,  de- 
scribed this  latest  round  of  maneu- 
vers, which  involved  70,000  troops: 
"No  fixed-wing  aircraft  were  visi- 
ble. This  struck  some  observers  of 
the  operation  as  odd  because  one  of 
the  aims  of  the  exercise  is  to  prac- 
tice air-ground  operations.  .  .  . 
Overall,  the  impression  is  that  be- 
cause of  shortages  of  funds,  [this 
annual  exercise]  is  not  on  its  usual 


scale.  Military  observers  comment- 
ed that  NATO  forces  did  not  appear 
to  learn  from  past  mistakes." 

This  is  no  isolated  incident. 
Knowledgeable  sources  say  that 
most  of  our  combat  forces  are  still 
insufficiently  trained. 

Because  Defense  Secretary  Wein- 
berger refuses  to  make  choices  on 
the  services'  ever-expanding  wish 
lists,  a  budget-conscious  Congress 
will  likely  reduce  the  fighting  readi- 
ness of  our  forces  rather  than  elimi- 
nate one  of  the  new  multibillion- 
dollar  weapons  systems. 

It  would  be  no  catastrophe  for  the 
free  world,  however,  if  we  scratched 
one  or  both  of  the  proposed  new 
nuclear  aircraft  carrier  task  forces — 
which  will  cost  at  least  $12  billion 
each  and  more  than  $600  million  to 
operate  annually — and  spent  some 
of  that  money  on  more  intensive 
combat  training.  Such  a  sensible 
tradeoff,  though,  is  unlikely  as  long 
as  "Cap  the  Suitcase"  holds  the  top 
title  at  the  Pentagon. 

THEORY  VERSUS  PRACTICE 

A  group  of  well-known  public  fig- 
ures, including  William  Simon,  ex- 
Secretary  of  State  Cyrus  Vance  and 
Commerce  Secretary  Malcolm  Bal- 
drige,  got  together  a  few  months  ago 
to  push  a  constitutional  amend- 
ment that  would  limit  the  President 
to  a  single  six-year  term. 

The  proponents  argued  that  with 


such  a  change,  our  nation's  chief 
executive  would  be  thinking  more 
about  what  was  best  for  the  national 
interest  than  about  the  next  elec- 
tion. As  one  of  these  worthies  put  it, 
"The  President  would  thereby  do  a 
better  job." 

We  are  getting  a  graphic  example 
of  how  well  this  idea  works  in  prac- 
tice with  Mexico.  A  single  six-year 
term  didn't  prevent  the  incumbent 
from  pursuing  unsound  economic 
policies.  It  didn't  stop  him  from  re- 
sponding demagogically  to  his 
country's  problems.  His  nationaliz- 
ing the  banks  was  prompted  less  by 
economic  necessity  (private  Mexi- 
can banks  were  very  responsive  to 
government  "suggestions")  than  by 
the  desire  to  do  something  grand, 
dramatic,  so  that  he  wouldn't  be 
remembered  only  as  the  man  who 
blew  Mexico's  oil  wealth. 

Closer  to  home,  would  this  coun- 
try have  preferred  a  Jimmy  Carter 
for  six  years  instead  of  four? 

Politics  is  ultimately  people.  It's 
not  unhealthy  in  a  democracy  that 
pohticos  must  occasionally  respond 
to  unwelcome  pressures. 

Our  current  system  is  not  nearly 
so  crippling,  confining,  as  some  peo- 
ple seem  to  think.  Ronald  Reagan  is 
a  forceful  reminder  that  much  can 
be  achieved  by  a  President  who 
knows  how  to  lead — and  whose  ef- 
fectiveness is  enhanced  by  the  fact 
that  he  may  run  again. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Gung  Ho 

You  know  there  has  always  been 
an  argument  over  just  which  branch 
of  the  service  is  actually  the  tough- 
est, especially  if  there  is  a  Marine  in 
the  room.  Well,  I  heard  a  story  about 
a  group  of  Marines  who  were  sent  to 
an  Army  base,  for  airborne  training. 
An  Army  lieutenant  briefed  these 
Marines  about  the  operations.  He 
told  them  they  were  to  jump  from 
their  plane  at  800  feet  and  once  they 
hit  the  ground  they  would  regroup 
and  head  north.  After  the  briefing, 
several  of  the  Marines  went  to  the 
lieutenant  and  asked  if  the  plane 
could  be  lowered  to,  maybe,  500  feet. 
The  lieutenant  explained  that  if  it 
went  any  lower  it  wouldn't  allow 
time  for  the  parachutes  to  open  .  .  . 
to  which  the  surprised  Marines  re- 
plied: "Oh,  you  mean  we'll  be  wear- 
ing parachutes?" 

— William  P.  Clark,  National 
Security  Adviser  to  the  President 

Social  Security  Reform 

Social  Security's  problems  are  not 
beyond  solution — and  can  be  fixed  in 
ways  that  will  not  injure  those  al- 
ready retired  or  soon  to  retire. 

Increase  normal  and  early  retire- 
ment ages  by  three  years.  This 
should  be  accomplished  by  edging 
them  forward  one  month  a  year  over 
the  next  36  years.  This  lengthy  peri- 
od would  mean  small  reductions  in 
benefits  for  those  getting  ready  to  re- 
tire but  place  the  normal  retirement 


age  at  68  about  the  time  the  baby- 
boom  generation  starts  to  join  the 
ranks  of  the  elderly. 

Bring  all  Civil  Service  employees 
into  Social  Security.  Those  workers 
who  are  ten  years  or  more  from  retire- 
ment could  be  brought  in  now,  the 
rest  phased  in. 

— Business  Week  editorial 


TV  News 

Those  who  get  their  news  mostly 
from  TV,  as  most  Americans  do,  end 
up  spottily  informed.  Richard  Nixon 
says  that  "television  is  to  news  what 
bumper  stickers  are  to  philosophy." 

— Thomas  Griffith,  Time 

Unbelievable 

Some  federal  judges  are  so  busy 
shooting  drug  enforcement  officers 
in  the  foot  that  they've  forgotten  the 
purpose  of  legal  rights.  The  plight  of 
Honey,  a  handsome  canine  airport 
worker,  illustrates  the  point.  Her  job 
is  to  sniff  out  nefarious  drugs  stashed 
in  luggage  by  drug  runners.  But  dogs 
are  such  good  sniffers  that  a  Califor- 
nia federal  court  recently  ruled  that 
unless  officers  had  already  nailed  the 
suspect,  dogs  couldn't  be  used.  "The 
molecules  of  contraband  emanating 
from  the  interior  of  luggage  are  so 
subtle  and  incapable  of  human  per- 
ception," ruled  the  court,  "that  a 
canine's  detection  of  them  consti- 
tutes an  intrusion  into  the  owner's 
privacy."  Lesson  one  for  Honey:  It's 


"This  is  impossible.  Let's  take  the  next  boat." 


not  fair  to  fight  drug  runners  if 
you're  going  to  win. 

A  New  York  federal  court  mean- 
while added  that  anyway  it's  illegal  to 
seize  someone's  luggage  for  the  time 
needed  to  get  all  the  papers  signed, 
even  if  drug  officers  had  overwhelm- 
ingly probable  cause  to  search.  Lesson 
two:  The  Constitution  means  Honey 
can't  be  used  because  she  causes  what 
the  court  calls  "uncertainty  and  anxi- 
ety" in  the  drug  runner. 

— Wall  Street  fournal  editorial 


New  York  is  so  full  of  liber- 
als that  you  can  get  an  argu- 
ment if  you  assert  that  there 
are  two  sexes, 

— Mort  Sahl 


Cautions 

An  optimist  is  a  person  who  goes  to 
a  "landmark"  restaurant  expecting 
good  food. 

— George  Lang,  in  Food  e)  Wine 

That's  Life 

Representative  Barney  Frank  of 
Massachusetts  told  the  American  Bar 
Association  [that]  some  legislators  are 
defining  life  all  the  time,  voting  not 
only  against  abortion  funding  but 
against  any  federal  aid  aimed  for  those 
who  do  get  born — aid  to  dependent 
children,  child  nutrition,  child  care, 
school  lunches,  shelters  for  battered 
kids.  As  Mr.  Frank  says,  by  their  defi- 
nition, "Life  begins  at  conception  and 
ends  at  birth." 

— New  York  Times 

Puffed  Sleeves  at  Least? 

When  a  woman's  paying  $3,000  to 
SI 5,000,  she  doesn't  want  an  ordi- 
nary, nothing  little  dress. 

— designer  James  Galanos,  in  W 

Rotten  Squares 

Most  vegetables  now  are  grown 
with  an  eye  toward  shelf  life  rather 
than  taste.  It  is  very  difficult  to  find  a 
tomato  that  doesn't  have  the  consis- 
tency of  a  billiard  ball.  It's  a  shame.  It 
used  to  be  if  you  heard  a  particularly 
windy  politician  you  could  fling  a  to- 
mato at  him.  It  was  an  old  American 
tradition.  Now  if  you  threw  one  of  the 
tomatoes  available  in  most  grocery 
stores  at  a  politician,  you  might  get 
arrested  for  assault  with  intent  to  kill. 

— author  Calvin  Trillin 
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Are  uncoordinated  assets 
robbing  your  money  and  time? 


(\  new  kind  of  account  gives  you 
higher  earnings  and  more  time: 
Dean  Witter's  Active  Assets  Account. 


Far  too  many  investors  are  wasting 
ime  and  potential  earnings. 

For  example,  if  you  own  just  10 
;tocks,  you  could  deposit  as  many  as 
K)  checks  in  a  single  year  in  your 
checking  account,  where  they'd  earn 
lothing  until  reinvested. 

Some  investors  squirrel  away  rec- 
>rds  of  trades,  gains,  losses,  and 
ncome— piecemeal.  Then,  at  income 
ax  time,  they're  faced  with  hours  of 
orting  and  arithmetic. 

The  Dean  Witter  Reynolds  Active 
\ssets  Account  controls  these  prob- 
ems. 

To  start,  every  day,  every  dollar 
'our  assets  have  earned  is  swept  into  a 
pecial  money  market,  government 
ecurities,  or  tax-free  fund  to  earn 
nore  dollars.  So  your  cash  never  stops 
vorking  for  you. 

A  checkbook  that  "talks" 
to  a  computer 

Your  Active  Assets  Account  gives 
ou  free  check-writing  privileges,  plus 
i  special  VISA*  card.  Use  them  to 
vrite  checks  or  make  charges  against 
our  money  fund.  You  earn  income  on 
he  float  until  the  moment  your  checks 


or  charges  are  debited. 

You  also  get  an  "Expense  Analyzer" 
that  lets  you  code  the  checks  to  fit 
any  of  20  categories,  from  charitable 
contributions,  to  household  expenses. 
Each  month  you'll  get  a  statement  that 
lists  and  describes  your  expenses. 

Tax  preparation  made  easier 

At  year  end,  you'll  also  get  a  sum- 
mary that  gives  you  a  record  of  securities 
bought  and  sold,  dividend  and  interest 
income,  and  tax-exempt  income— 
plus  a  comprehensive  list  of  the  pay- 
ments you  have  listed  as  tax-deductible. 
All  neatly  totaled  for  you. 

Automatic  loans 

Need  to  borrow  money?  You  can 
write  yourself  a  loan— without  filling 
out  a  form— simply  by  writing  a  check 
or  using  your  VISA  card. 

What's  more,  you  can  set  your  own 
repayment  schedule. 

Cash  when  you  need  it 

People  with  ordinary  checking  ac- 
counts could  be  stuck  if  they  want  to 
cash  a  check  on  weekends,  or  after 
banking  hours.  But  your  Active  Assets 


check  will  be  honored  at  Sears  full-line 
retail  stores  around  the  country,  even 
on  weekends,  and  as  late  as  9  p.m. 
in  most  cases. 

Every  day  you  do  without  an  Active 
Assets  Account  could  be  costing  you 
higher  returns.  For  more  complete 
information,  including  charges  and  ex- 
penses, send  for  our  free  booklet  and 
prospectus.  Read  it  carefully  before 
investing  or  sending  money.  Use  the 
coupon,  or  call  toll  free  any  time. 

1-800-526-7443  Ext.  247 

(In  New  Jersey,  call  800-522-4503  Ext.  247) 


Dean  Winer  Reynolds  Inc. 
Client  Information  Services 
P.  O.  Box  5013,  Clifton,  NJ  07015 


Member  SI  PC 
A28FR  10/11 


Without  obligation,  please  send  free  booklet 
about  your  Active  Assets  Account. 


\  \MI 


Al  )|  >RI  vS 


CITY 


STATE 
( 


ZIP 


HOME  PHONE  BUSINESS  PHONE 

If  you  are  a  Dean  Witter  client,  please  indi- 
cate Account  Executives  name  and  office: 


DEAN  WITTER  REYNOLDS 


This  service  is  available  only  for  individual,  joint  and  certain  types  of  trust  accounts. 


i  1982  Dean  Witter  Reynolds  Inc. 


Never  let  it  be  said  that  a  handsomely  presented  presentation 
can  substitute  for  good  content. 

But  if  you  can  have  both,  you're  surely  ahead  of 
the  game. 

Kodak  duplicators  can  dress  up  your  reports  with 
colorful  cover  sheets;  even  copy  on  them.  Your  reports 
are  collated  and  stapled  up  to  50  pages  thick. 

It  all  happens  at  duplicator  speed,  on  line, 
in  one  continuous  operation. 

May  we  demonstrate? 
Write:  Eastman  Kodak  Company,  CD2472 
Rochester,  N.Y.  14650. 


If  you've  got  the  content, 
Kodak  has  you  covered. 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


LABOR  TURNS  SOFT 

Strikes  by  railroadmen  and  pro  football  players  are  grabbing 
headlines,  but  don't  be  fooled:  Inflation-boosting  labor  settlements 
will  be  a  rarity  during  the  fourth  quarter  and  early  next  year.  Indeed,  in 
the  manufacturing  sector,  peace  will  prevail  as  strikes  become  few  and 
far  between. 


Forget  football- 
unions  are 
running  scared 


Wage  increases 
should  average 
a  modest  6% 


Consumers  have  lots 
of  credit — they  just 
won't  buy 


Contract  talks  will  be  characterized  by  concessions  from  labor 
unions,  often  to  keep  troubled  companies  afloat.  The  recent  UAW 
decision  not  to  increase  demands  on  a  revived  Chrysler  is  a  key.  Even 
at  healthy  companies,  inventories  are  still  uncomfortably  high.  That's 
a  major  reason  the  manufacturing  sector  is  operating  at  69%  of 
capacity.  Labor  leaders  are  treading  softly  because  at  many  companies 
strikes  would  be  a  welcome  way  to  cut  costs  and  reduce  inventories. 

You  can  even  expect  some  managements  to  pressure  labor  to  open 
existing  contracts  and  move  up  negotiating  dates  on  new  ones.  The 
objective  is  to  reduce  the  impact  of  mandatory  cost-of-living  increases 
that  have  become  burdensome  in  a  world  of  low  inflation  and  ongoing 
recession.  Strikes,  if  they  do  occur,  will  come  in  the  service  industries, 
which  are  comparatively  healthy.  Since  the  service  sector  is  not 
heavily  unionized,  the  impact  on  the  economy  will  be  slight. 

Not  surprisingly,  labor  leaders  are  more  realistic.  "Unions  no  longer  look 
at  what  everybody  else  gets  and  ask  for  the  same, "  says  Conference  Board 
labor  economist  Audrey  Freedman.  "Wage  imitation  is  shattering." 

For  the  remainder  of  this  year  and  early  1983,  you  can  expect 
settlements  overall  to  average  6%  or  less.  Those  lower  settlements 
mean  that  consumer  spending,  the  engine  expected  to  fuel  the  recov- 
ery, will  continue  to  sputter.  In  August  personal  income  rose  by  a 
meager  0.3%,  another  indication  that  the  recovery  won't  come  any- 
time soon.  In  July,  personal  income  rose  by  a  full  1%  because  of  the  tax 
cut  and  Social  Security  payout  boosts.  But  even  then,  consumers  failed 
to  increase  spending. 

Lack  of  money,  however,  is  not  the  problem.  Consumers  have 
strengthened  their  balance  sheets  and  are  just  too  scared  or  too  choosy 
to  spend  (seep.  238).  The  personal  savings  rate  is  now  running  at  7%; 
that's  nearly  50%  higher  than  in  recent  years.  "Consumers  are  capable 
of  taking  on  more  debt,  but  have  chosen  not  to,"  points  out  economist 
Robert  Gough  of  Data  Resources. 

Unemployment  is  the  big  fear.  If  it  goes  over  10%  later  this  year,  as 
widely  expected,  the  psychological  impact  on  those  still  working  but 
fearful  of  losing  their  jobs  will  be  devastating.  "It  will  eliminate  two  or 
three  months  of  spending  activity,"  says  Gough. 

The  good  news  that  could  change  all  this  is  a  decline  in  rates.  Because 
of  the  soft  economy,  rates  will  continue  to  fall.  The  question  is:  How 
much?  If  the  drop  isn't  significant,  Christmas  retail  sales  will  be  the 
weakest  in  years — and  the  recovery  won't  begin  until  early  1983. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 


160- 


Current  129.2 
Previous  129.3 
Percent  change  -0.1% 

125  

90  

'67  '    '68  '    69  '  '70   '   71    '  '72  '   '73   '  '74    '  '75    '  '76   '  '77   '    78   '    -">  '  '80   '  '81    '  '82 


i  i  i  i  i  i — r-rn — i — i — r 

SONDIFMAMJ     J  A 


Another  false  start.  After  rising  for  two  consecutive 
reporting  periods,  the  Forbes  Index  has  turned  down 
again.  And  once  more  the  reason  is  that  consumers  have 
failed  to  spend.  Consumer  credit  increased  by  only  $570 
million,  compared  with  a  $1,349  million  gain  the  pre- 
vious month.  At  the  cash  register  that  translates  into  a 
0.9%  drop  in  retail  store  sales  in  August,  following  a 


slight  rise  of  1.2%  in  July.  Consumers  were  also  paying 
back  borrowings:  Debt  liquidations  are  up  by  5.1%. 

A  look  to  the  long  term  also  reveals  negative  news. 
New  housing  starts  fell  by  13.1%.  That's  all  the  more 
disappointing  because  it  follows  a  17.6%  gain  a  month 
earlier.  The  story  is  the  same  with  industrial  production 
for  August,  which  dipped  0.5%  after  rising  0.1%  in  July. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  ot  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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What  happens 
whenyougoto 
work  with  an 

Osborne  Personal 
Business  Computer: 

Y)u  get  more 
work  done. 

Today,  the  Osborne  1 
Personal  Business  Computer 
sells  for  $1795.  Complete. 
Including  software. 

The  Osborne  is  port- 
able, because  your  ideas  don't 
always  happen  at  the  office. 

The  Osborne  is  affordable, 
so  there's  no  reason  to  wait. 
The  Osborne  is  complete. 


Dollar  for  dollar,  no  other  com- 
puter comes  close. 

The  Osborne  is  easy  to 
learn,  fun  to  use,  and  quickly 
becomes  indispensable. 

A  visit  to  your  local 
authorized  Osborne  computer 
retailer  will  convince  you  that 
today,  more  than  ever,  how  fast 
you  go  up  depends  on  which 
buttons  you  are  pushing. 


For  your  nearest  dealer, 
call  (in  California)  800  772-3545 
ext.  905;  (outside  California)  call 
800  227-1617 
ext.  905. 


COMPUTER  CORPORATION 


The  $1795  suggested  retail  price  for  the  Osborne  1  (a  trademark  ol  Osborne  Computer  Corporation)  includes  a  lull  business  keyboard,  built-in  CRT  display,  two  built-in  (loppy  disk  drives, 
CPU  and  64  kilobytes  of  RAM  memory,  RS-232  and  IEEE  488  interlaces,  and  the  following  software  packages  WORDSTAR*  word  processing  with  MAILMERGE*  (a  registered  trademark  of 
MicroPro  International  Corporation  ot  San  Rafael,  California);  SUPERCALC®  electronic  spreadsheet  system  (a  trademark  of  Sorcim  Corporation),  CBASIC®  (a  registered  trademark  of  Compiler 
Systems),  MBASIC*  (a  registered  trademark  of  Microsoft),  and  CP/M*  (a  registered  trademark  of  Digital  Research) 


RENAULT  ALLIANCE. 

NOW  THERE'S  AN  AFFORDABLE  EUROPEAN  SEDA1 
WITH  ELECTRONIC  FUEL  INJECTION, 
TWIN  AXIAL  REAR  TORSION  BARS, 
FOUR-WHEEL  INDEPENDENT  SUSPENSION  AND. 


European  performance 
and  handling. 

The  new  Renault  Alliance  DL. 
Powered  by  an  aluminum  head 
1.4  litre  engine  with  Bendix  single 
point  fuel  injection.  An  on  board 
computer  monitors  fuel  feed  to 
provide  precise  response  through  five 
superbly  ratioed  gears. 

Alliance  DL.  Front  wheel  drive 
from  the  world's 
all  time  leader  in 
front  wheel  drive. 
And  an  integrated 
group  of 
road -holding 
components.  Of 
course  there's 
independent 
McPherson  front 
suspension  and  rack 
and  pinion  steering. 
But  also  an  entirely 
new  twin  axial 
torsion  bar/trailing 
arm  rear  suspension 
that's  more 
efficient 


than  leaf  springs  or  coils.  Fore  and  aft 
stabilizer  bars  and  steel -belted  radials 
are  also  standard. 

European 
engineering. 

Alliance  DL. 
Nearly  one  and  a 
half  million  hours 
of  development 
and  testing  and  over 
$200  million  invested  in  American 
Motors'  Kenosha  assembly  plant 
have  produced  a  sophisticated 
small  sedan  of  European  breeding 
and  American  manufacture. 

Renault  has  employed 
computers  extensively 
throughout 


the  design  process.  First,  finite 
element  analysis  improves  the 
structural  integrity  and  helps  part- 
weight.  Then  a  UNISURF  (uniform 
surface)  computer  probe  a 
the  specifications  of  the 
design  model  and 
translates 
them— wit] 
a  tenth  of  I 
millimeter— 
directly  to  the  die  that 
produces  the  Alliance  body  parts. 
Finally,  the  computer-controlled,  I 
automated  Gilman  assemblv  pr<  >q 
assures  precise  and  consistent  hoc 


the  first  Alliance  to  the  100,000th. 
The  result  of  all  this  technology  is 
'ited  car  that  looks  as  good  in  the 
I  tunnel  (.39Cx)  as  it  does  on  the 
.  How  good  is  that?  Good  enough 
le  European  version  of  the 
ice  to  win  Europe's  1982  Car  of 
ear  award. 

'er  appeal  and  room  for  five. 

ice  DL.  Proof- positive  of 
ult's  passion  for  ergonomics, 
bio- formed  bucket  seats  on 
?d  tracks  to  tilt  and  recline  in 
I  new  ways.  An  instrument 
~>  whose  every  element  is  in  easy 
[.  And  laser-calibrated  lines  of 
for  improved  visibility. 
\  driver's  car,  yes.  But  sensitive 
ssengers  as  well.  The 
ace  comfortably  seats 
vvith  extra  hip  and  leg 
i  provided  by  a 
-hed  wheelbase 
ie  added  room 
r  the 
stal  front 

isingly. 


there's  separate  rear  seat  heating,  so 
the  people  in  back  can  enjoy  the 
Alliance  as  much  as  you  do. 

Sophisticated  options. 

Alliance  DL.  With  standard  equipment 
typical  of  fine  European  sedans,  and  a 
provocative  array  of  options: 
computer  controlled  3-speed 
automatic  transmission.  Power 
windows  and  door  locks.  Clearcoat 


A  surprisingly  low  price. 

Such  European  engineering,  precision 
manufacturing  and  fuel  economy*  is 
remarkable.  But  the  real  achievement 
is  this: 

Renault  «£j 
Alliance 
starts  at 

Renault  Alliance.  The  Alliance  of 
quality  and  affordability  is  here.  At 
Renault  and  American  Motors  dealers. 


5,595 


metallic  finishes  and  halogen  lights. 
5.5"  x  13"  cast  aluminum  wheels. 
Even  a  patented  Infrawave  Keyless 
Entry  System,  to  lock  and  unlock  the 
doors  from  outside  the  car. 

One  thing  that's  never  an  option: 
the  exclusive  American  Motors  Buver 
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♦Compare  1983  EPA  estimates  with 
estimated  MPG  for  other  cars.  Your 
actual  mileage  depends  on  speed, 
trip  length  and  weather.  Actual 
highway  mileage  and  CA  figures  will 


Vehicle  type:  5-passenger  front  wheel  drive  2  door  and 
4  door  sedan 

Engine  type:  Transverse  mounted.  4  in  line,  Bendix 

single- point  electronic  fuel  iniection  (Bosch 
multi  point  in  CA) 

Steering  Rack  and  Pinion  with  Opt.  Power  Assist 

Brakes  Power  Assisted  Front  Disc,  Rear  Drum 

Suspension  4-Wheel  Independent 

Displacement  1397  cc 

Wheelbase  97  8  in 

Length  163.8  In. 

Curb  Weight   1945  lbs.  2  dr  1980  lbs  4-dr. 


est  hwy.    probably  be  lower. 


EPA  est.  MPG 

Protection  Plan®  With  the  only  full 
12-month,  12,000-mile  warranty  that 
covers  every  part  except  tires, 
even  if  it  just  wears  out.  Plus 
a  five-year  No  Rust-Thru 
Limited  Warranty™ 


RENAULT 

American  Motors  n 


'♦Manufacturer's  suggested  retail  price 
for  the  Alliance  2-door.  Price  does  not 
include  tax,  license, 

destination  charges  and 
other  optional  or 
regionally  required 
equipment. 


SAFETY  J 
ISA  M 

0^1 


Forbes 


Subsidized  competition  and  rising  project 
costs.  Why  the  U.S.  aerospace  industry?  is 
headed  for  yet  another  bloody  shakeout. 


Dogfight 


Buying  balance 

Key  examples  among  more  than  30 
friendly  takeovers  {so  far)  by  Parker 
Hannifin  Corp.  Small  and  easily 
digested,  they  gave  access  to  new 
markets,  often  outside  aviation. 

1957 

Parker  Appliance  acquired  Hannifin  Manu- 
facturing Co.  (hydraulic  and  pneumatic  cyl- 
inders, sales  $7  million) 

1962 

Niehler  Maschinenfabrik,  West  Germany 
(hydraulic  devices) 

/           1956  J\ 

1965 

Tru-Flate   Inc.    (quick-connect  couplings, 
sales  S8  million) 

1968 

Holtech  Corp.  (precision  seals) 

V             59%  / 

1971 

Ideal  Corp.  (auto  parts,  sales  $40  million) 

1973 

Formed  Parker  Hannifin  Europe,  to  coordinate 
manufacture  and  sales  in  Western  Europe 

1978 

EIS  Automotive  Corp.  (auto  parts,  sales  $40 
million) 

Bertea  Corp.  (electrohydraulic  flight  con- 
trols, sales  $46  million) 
Cleveland  Wheel  &  Brake  (wheels  and  brakes 
for  small  aircraft) 

/            1981  \ 

V      22%     /  ] 

1979 

Airborne  Manufacturing  Co.  (fuel  pumps  and 
aircraft  air-conditioning) 

Percentage  of  sales  in  aerospace 

1980 

Ermeto  Armaturen,  West  Germany  (metric 
tube  fittings,  sales  $78  million) 

By  Howard  Banks 

Tj  HE  THREE-WAY  DUEL  of  BendlX 
versus  Martin  Marietta  ver- 
sus— or  plus — United  Technol- 
ogies Corp.,  following  on  the  heels  of 
last  year's  attempted  takeover  of 
Grumman  by  LTV,  signals  a  signifi- 
cant shift  that  will  take  place  in  the 
American  aerospace  industry  in  the 
coming  decade:  There  is  going  to  be 
another  major  shakeout  of  the  sort 
that  happened  in  the  1950s  and  1960s, 
when  names  like  Consolidated  Vultee 
and  Republic  Aviation  Corp.  disap- 
peared as  individual  entities. 

There  will  also  be  a  decline  in  the 
U.S.  aerospace  industry's  share  of  the 
world  market  and  in  its  importance  to 
the  U.S.  economy.  In  1960  the  indus- 
try accounted  for  3.4%  of  gross  na- 
tional product,  5%  of  manufacturing 
output  and  around  7.5%  of  manufac- 
turing employment.  By  1980  it  was 
down  to  2%  of  GNP,  3%  of  manufac- 
turing output  and  6%  of  manufactur- 
ing employment.  Since  the  aerospace 
industry  has  been  the  largest  export 
earner  outside  agriculture  ($13  billion 
net  in  1980),  this  could  be  bad  news 
indeed  for  the  U.S.  balance  of  trade. 

What  are  the  causes  of  this  impend- 
ing shakeout?  For  one  thing,  Europe- 
an governments  have  decided  that 
their  aerospace  industries  (which  to- 
gether make  up  the  largest  outside 
America-)  will  not  take  the  backseat 
any  longer.  The  Airbus  Industrie  con- 
sortium is  one  obvious  result  of  this 
decision.  But  there  are  military  exam- 
ples, too.  It  would  be  cheaper  for  the 
Europeans  to  buy  ready-made  Ameri- 
can warplanes  in  many  instances,  yet 
they  have  decided  to  develop  their 
own  planes,  such  as  the  Tornado 
strike-bomber  and  fighter  built  by 
West  Germany,  Britain  and  Italy. 

The  Japanese  are  following  suit. 
They  have  an  industry  that  assembles 
American  designs  or  acts  as  a  subcon- 
tractor. Now  they  have  decided  to  put 
up  the  money  to  buy  a  major  stake 
both  in  the  engine  and  airframe  busi- 
nesses. A  noteworthy  difference  be- 
tween the  Japanese  and  European  ef- 
forts is  that  the  Japanese  expect  their 
aerospace  companies  someday  to  go 
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off  subsidy  and  turn  a  profit. 

Even  the  small-fry  want  to  get  in  on 
this  business.  Buying  an  airliner  they 
don't  really  need  and  can't  afford  is 
made  less  painful  for  small  countries 
if  some  work  can  be  gained  for  their 
own  infant  industries  as  a  condition 
of  placing  the  order.  In  commuter  air- 
liners, the  American  manufacturers 
have  stayed  out  in  the  face  of  subsi- 
dized competition  from  Brazil,  Can- 
ada, Spain  and  Northern  Ireland.  Even 
the  People's  Republic  of  China  has  a 
commuter  airliner  that  it  wants  to 
sell  in  the  West. 

The  rising  cost  of  new  projects  in 
this  business,  civil  and  military, 
means  that  there  will  be  fewer  new 
aircraft  taken  much  beyond  an  initial 
study  in  a  computer.  And  many  of 
those  that  are  built  will  be  done  in  a 
collaborative  way,  involving  other 
companies  and  countries.  That  means 
fewer  new  designs  for  design  and  engi- 
neering teams  to  work  on.  Fewer  new 
projects  also  means  that  more  compa- 
nies will  be  chasing  subcontract  work 
on  those  that  do  go  ahead,  when  they 
will  also  be  competing  with  foreign, 
subsidized  competitors. 

The  trouble  is,  aside  from  a  relative- 
ly small  contribution  from  NASA, 
American  aerospace  companies  have 
to  raise  their  own  capital  in  the  pri- 
vate market.  Washington  rarely 
comes  to  their  aid  with  handouts. 

It  is  impossible  to  guess  which  U.S. 
companies  will  disappear.  A  lot  de- 
pends on  which  will  win  which  gov- 
ernment or  airline  order.  This  time 
last  year  Grumman  was  an  obvious 
case  for  a  takeover — which  is  why 
LTV  went  after  it.  But  Grumman  was 
a  prime  Navy  contractor,  and  the 
Navy  (through  the  Justice  Depart- 
ment) helped  block  the  merger,  on 
antitrust  grounds.  In  August  Grum- 
man was  given  a  ten-year,  $2.8  billion 
order  for  845  F- 14  Navy  fighters  (sub- 
ject to  congressional  approval),  mak- 
ing it  takeover-proof.  It  also  seems 
unlikely  that  one  of  the  major  compa- 
nies, like  Boeing,  Lockheed,  General 
Dynamics  or  McDonnell  Douglas, 
could  fall  by  the  wayside.  But  remem- 
ber Douglas:  It  made  a  major  mistake 
by  being  late  on  jets  for  civil  airliners 
and  was  taken  over  by  McDonnell  in 
1967.  Much  more  likely  is  that  the 
shakeout  will  take  place  among  the 
second-tier  aerospace  companies  that 
are  already  heavily  involved  in  sub- 
contracting or  as  suppliers. 

Those  companies  that  remain  will 
likely  be  the  stronger  ones.  That  may 
mean  more  diversiiu  |  ones.  There 
has  been  for  years  a  clear  trend  toward 
diversification  to  minimi  :  the  cycli- 
cal nature  of  governrm  nt  and  airline 


orders.  Harry  Gray's  frenetic  acquisi- 
tions at  UTC  are  an  obvious  example. 
But  there  are  others.  Take  the  $1.1 
billion  (sales)  Parker  Hannifin  (see 
dxirt,p.  39).  It  was  an  industrial  com- 
pany that  became  dominated  by  war- 
time aviation  orders  for  hydraulics 
and  almost  went  broke  after  1945.  By 
a  series  of  acquisitions,  some  in  aero- 
space, most  in  other  areas  like  the 
auto  business,  it  balanced  its  business 


and  grew.  Today  only  22%  of  sales 
and  27%  of  operating  income  are  in 
aerospace.  By  adding  in  other  aero- 
space contractors  in  the  same  busi- 
ness and  by  taking  over  an  electronics 
company,  it  now  dominates  the  mar- 
ket for  what  are  called  actuators — the 
hydraulic  cylinders  that  respond  to 
movements  of  the  controls  by  the  pi- 
lot. Now  Parker  Hannifin  has  70%  of 
this  business.  ■ 


The  picture  is fuzzy for  smaller,  newer  cable 
TV  programming  networks.  That  makes  it 
even  clearer  for  the  industry  giants. 


The  strong 
get  stronger 


By  Thomas  O'Donnell 


When  a  company  raises 
prices,  it's  usually  good  news 
for  competitors.  But  that's 
not  the  way  things  work  in  the  televi- 
sion business.  This  year  the  three 
commercial  networks  boosted  prime 
time  rates  nearly  18%.  The  result? 
Tough  times  for  ad-supported  cable 
programmers.  With  the  networks  tak- 
ing a  bigger  chunk  of  corporate  ad 
budgets,  cable  got  less  than  expected. 

That,  combined  with  the  recession, 
means  the  much-talked-about  shake- 
out  of  cable  programmers  is  closer 
than  anybody  realizes.  CBS  already 
has  shut  down  its  cultural  operation, 
CBS  Cable,  because  of  high  costs  and 
disappointing  advertising  revenues. 
(Actually  most  cable  programmers 
would  prefer  not  to  accept  advertis- 
ing. The  real  money  machines  are 
movie-oriented  pay  services  like 
Time  Inc.'s  HBO,  which  charge  view- 
ers a  monthly  fee.) 

With  the  exception  of  Ted  Turner's 
Superstation,  major  ad-supported  ca- 
ble networks  are  in  the  red.  They 
include: 

•  Satellite  News  Channels.  A  24-hour- 
a-day  news  operation  run  jointly  by 
ABC  and  Westinghouse,  this  bigh- 
overhead  service  has  attracted  fewer 
subscribers  than  had  been  hoped.  The 
format  is  reportedly  being  reexamined. 


New  York  O'fi'  Ballet  on  CBS  Cable 
Death  at  an  early  age. 

•  ESPN.  This  all-sports  network 
owned  by  Getty  Oil  will  lose  big  mon- 
ey again  this  year.  Because  ESPN  is 
available  in  15%  of  U.S.  homes,  Niel- 
sen ratings  for  the  service  will  be  ob- 
tainable next  year.  That  could  help 
sell  ads  and  brighten  ESPN's  long- 
term  prospects. 

•  Christian  Broadcasting  Network. 
This  service  will  also  be  measured  by 
Nielsen  soon.  A  spokesman  claims 
CBN  could  be  in  the  black  by  late  1 983. 

•  USA  Network  Owned  by  Time, 
MCA  and  Paramount,  this  is  a  mix- 
ture of  sports,  news,  specials  and  day- 
time women's  programming  that 
probably  best  illustrates  the  future  of 
cable.  It  differs  little  from  what  is  now 
seen  on  broadcast  television. 

The  three  other  cultural  oper- 
ations— ARTS,  Bravo  and  RCTV's 
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The  Entertainment  Channel — also 
face  uphill  battles.  But  each  has  some- 
thing going  for  it.  Bravo,  owned  by 
Cablevision,  and  The  Entertainment 
Channel  are  pay  services  that  could 
someday  be  moneymakers.  And 
ARTS  has  the  backing  of  rich  corpo- 
rate parents,  ABC  and  Hearst. 

Cable's  big  problem  is  that,  with 
the  profusion  of  programs,  it's  hard  for 
any  one  service  to  lure  major  advertis- 
ers interested  in  mass  markets.  This 
year,  for  example,  cable  advertising 
will  total  less  than  $200  million,  a 
pittance  compared  with  the  billions 
broadcasters  will  haul  in.  More  im- 
portant, cable  revenues  are  well  be- 


By  Barbara  Rudolph 

Back  when  he  was  steering  $2.2 
billion  (sales)  Pittston  Co.  to 
record  profits,  they  called  Ni- 
cholas T.  Camicia  "Mr.  Coal."  That 
was  seven  years  ago,  when  Pittston, 
ithe  nation's  largest  independent  pro- 
ducer, was  riding  high.  Profits  jumped 
ifrom  $25  million  in  1973  to  $200  mil- 
lion in  1975. 

Now,  many  of  Camicia's  competi- 
tors are  posting  surprisingly  good 
iprofits — but  not  Pittston.  The  com- 
pany earned  only  $20  million  for  the 
j first  half  of  this  year  on  sales  of  $1.3 
ibillion.  That's  down  56%  from  1980, 
:the  last  comparable  period.  Pittston 
:wasn't  able  to  cover  its  dividend  last 
■quarter,  and  cut  the  payout  last 
imonth.  It  was  the  first  dividend  cut  in 
company  history. 

The  problem  is  obvious:  Camicia, 
iage  66  and  the  son  of  a  coal  miner,  who 
(rose  through  the  ranks  at  Island  Creek 
Coal  to  become  Pittston's  chairman, 
'profoundly  misjudged  his  business. 

He  relied  too  heavily  on  the  metal- 
lurgical coal  market,  which  is  used  in 


low  earlier  estimates  of  $250  million 
or  more.  "There's  just  no  way  60  or  so 
ad-supported  networks  can  survive," 
says  analyst  Barbara  Dalton  Russell  of 
Kidder,  Peabody. 

That's  true,  but  don't  be  misled. 
Some  of  the  newer,  smaller  cable 
programmers  are  in  trouble,  but  cer- 
tainly not  the  cable  operators  who 
own  the  wires  and  send  programs 
over  them.  When  CBS  pulled  the 
plug  on  its  high-brow  service,  local 
cable  systems  simply  substituted 
other  fare. 

As  the  weaker  cable  networks 
stumble,  the  strong  get  even  stronger. 
Of  course,  a  few  newcomers  also  may 


the  depressed  steel  industry,  and  gam- 
bled on  the  prospects  of  selling  envi- 
ronmentally acceptable  coal  to  utili- 
ties, which  today  is  still  a  hazy  dream. 

Not  all  of  Pittston's  problems  are 
Camicia's  creation,  of  course.  His  pre- 
decessor's diversifications  are  floun- 
dering. The  oil  distribution  group  pro- 
duces half  of  corporate  revenues,  but 
margins  are  barely  2%  and  falling. 
Then  there's  Brink's,  the  security 
company,  another  business  in  which 
profits  arc  under  pressure.  Finally,  Ca- 
micia's attempt  to  move  into  noncap- 
ital-intensive activities — through  the 
purchase  of  Burlington  Northern  Air 
Freight  five  months  ago — now  looks 
ill-timed. 

Pittston's  plight  goes  back  to  the 
late  Seventies.  As  its  competitors 
were  shutting  down  their  met  coal 
production  and  digging  steam  coal 
mines,  Camicia  was  plowing  $225 
million  into  new  facilities  that  largely 
serve  the  met  market.  Today  there  is 
domestic  overcapacity  of  some  30% 
in  met  coal  and,  given  the  state  of  the 
U.S.  steel  industry,  the  domestic  mar- 
ket might  never  return. 


make  it  because  they  have  strong  fi- 
nancial backing  and  offer  products  ca- 
pable of  capturing  large  but  specific 
audiences.  The  best  example  is  MTV: 
Music  Television,  a  24-hour-a-day 
rock  music  service  owned  by  Warner 
Amex  Satellite  Entertainment  Co. 
and  aimed  at  kids,  teenagers  and 
young  adults.  Already  it  is  in  the 
homes  of  6.5  million  subscribers  after 
only  one  year. 

Sure,  there's  a  cable  programming 
shakeout  in  the  works.  It  will  leave  a 
lot  of  losers  on  the  sidelines,  but  the 
few  winners  will  win  very  big.  And 
the  cable  operating  companies  will 
make  money,  no  matter  what.  ■ 


What's  more,  the  export  market  is 
soft.  Pittston's  major  customer,  Ja- 
pan— which  normally  takes  25%  of 
its  U.S.  coal  imports  from  Pittston — 
is  heavily  overcommitted.  The  com- 
pany recently  shut  down  eight  mines, 
two  permanently.  "It's  a  very  bleak 
situation,"  Camicia  admits,  predict- 
ing growth  in  the  met  coal  market  of 
less  than  3%  a  year. 

Some  of  the  trouble  stems  from 
"compliance  coal,"  a  low-sulfur,  top- 
quality  product  that — Pittston  hoped 
— would  be  forced  on  utilities  by  the 
EPA.  That  didn't  happen;  instead,  reg- 
ulators required  new  utilities  to  in- 
stall scrubbers.  While  Camicia  pre- 
dicted two  years  ago  that  the  compli- 
ance coal  market  would  reach  25 
million  tons  annually,  he  now  pegs  it 
at  10  million  tons. 

Back  when  he  was  excited  about 
compliance  coal,  however,  Camicia 
suggested  that  some  of  Pittston's  as- 
sets might  be  sold.  There  was  talk, 
too,  of  a  joint  venture  with  an  over- 
seas company.  That  started  takeover 
rumors — and  the  company's  stock 
price  jumped,  moving  from  18  to  31 


Pittston's  Camicia 


'It's  a  very  bleak  situation." 


The  competition  may  be  doing  well — but 
not  Pittston.  Nicholas  Camicia  s  company 
is  in  all  the  wrong  markets. 


In  the  pits 
with  "Mr.  Coal" 
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in  1980.  Camicia  pulled  in$741,000  by 
exercising  a  stock  option  when  shares 
were  close  to  that  year's  high.  Pittston 
shares  recently  traded  at  133A. 

Camicia's  latest  controversial 
move  was  his  May  acquisition  of  Bur- 
lington Northern  Air  Freight.  Pittston 
paid  $177  million  in  cash — borrowed 
cash — which  most  analysts  think  was 
too  much.  "How  can  you  pay  $150 
million  more  than  the  asset  value  of  a 
company?"  wonders  one  industry  an- 
alyst. This  year,  and  quite  possibly  for 
the  next  several  years,  BNAFI's  earn- 
ings will  fail  to  cover  Pittston's  inter- 
est expense  and  the  amortization  of 
goodwill. 

At  best,  Pittston  seems  to  have 
bought  BNAFI  near  the  peak  of  the 
market.  Earnings,  which  averaged 
21%  growth  since  1979,  are  flat. 
What's  more,  the  fundamental  goal  of 
the  acquisition — to  move  into  a  non- 
capital-intensive business — is  now  in 
question.  BNAFI,  which  has  always 
refused  to  own  its  fleet  of  planes,  may 
not  be  able  to  continue  that  arrange- 
ment, as  the  freight  fowarding  busi- 
ness grows  more  competitive.  Cami- 
cia dismisses  that  possibility,  but  ad- 
mits that  if  Pittston  had  to  buy 
planes,  "I  guess  we'd  do  it." 

There  are  credibility  problems  at 
Pittston,  too.  Critics  feel  the  com- 
pany has  been  less  than  straightfor- 
ward with  the  investment  communi- 
ty. Last  quarter,  for  example,  Pittston 
was  hit  with  $7  million  in  charges 
connected  to  mine  closings.  Not  only 
was  this  information  not  included  in 
the  quarterly  press  release,  but  ana- 
lysts were  kept  in  the  dark  until  sev- 
eral weeks  after  the  fact. 

One  explanation  for  the  confusion 
could  be  the  fact  that  five  top  execu- 
tives have  left  Pittston  over  the  past 
two  years.  Among  the  departees  were 
two  executive  vice  presidents,  then 
the  company's  second-highest-paid 
officers.  Did  all  the  turnover  disrupt 
management?  Camicia  doesn't  think 
so.  "The  only  turmoil  was  in  the 
mind  of  a  guy  who  got  fired,"  he  says. 

That  attitude  reflects  Camicia's 
self-confidence — something  that  Pitt- 
ston's directors  have  never  seriously 
challenged.  Three  years  ago  they 
handed  Camicia  a  seven-year  con- 
tract, which  will  expire  just  before  he 
turns  70.  The  board  was  eager  to  es- 
tablish a  plan  of  succession,  and  last 
year  Camicia  tapped  Hendnk  Hartong 
Jr.,  then  president  of  Brink's,  to  be- 
come president  and  chief  operating 
officer. 

These  days  the  two  are  reportedly 
feuding,  even  though  they  deny  any 
struggle.  Industry  observers,  mean- 
while, aren't  terribly  keen  on  seeing 


Hartong  as  Pittston's  next  chairman. 
He  had  no  coal  experience  when  he 
came  to  Pittston  in  1977,  and  until 
last  year  he  had  nothing  to  do  with 
Pittston's  coal  group. 


A  fresh  approach,  of  course,  may  be 
just  what  Pittston  needs.  After  all, 
Camicia — the  former  "Mr.  Coal" — 
has  made  some  major  blunders  in  his 
time.  ■ 


By  Stephen  Kindel 


W'hen  Grace  Kelly  married 
Rainier  III,  Prince  of  Monaco, 
she  did  more  than  bring  her 
movie-star  glamour  to  a  faded  sum- 
mer resort  for  Europe's  fading  aristoc- 
racy. The  daughter  of  a  Philadelphia 
construction  millionaire,  Kelly  also 
brought  along  a  formidable  amount  of 


Not  many  know  it,  but  Princess  Grace 
brought  much  more  than  mere  movie-star 
glamour  to  the  kingdom  of  Monaco. 


The  fairytale 
business 


business  savvy.  Her  vision  of  Monaco 
has  been  so  successfully  implemented 
over  the  last  26  years  that  executives 
of  the  Societe  des  Bains  de  Mer  et  du 
Cercle  des  Etrangers  (S.B.M.),  the 
company  that  owns  Monaco's  major 
hotels  and  all  of  its  casinos,  is  serious- 
ly concerned  about  how  to  carry  on 
without  her. 

Ironically,  Princess  Grace  held  no 
official  position  at  S.B.M.;  the  state's 
ownership  of  70%  of  the  stock  made 
that  unnecessary.  Her  only  visible 
business  role  was  as  a  member  of  the 
20th  Century-Fox  board  until  that 
company's  takeover  by  Denver  oil- 
man Marvin  Davis  in  1981.  But,  say 
executives  of  S.B.M.,  Princess  Grace's 
influence  on  the  company  cannot  be 
underestimated.  She  approved  all  ar- 
chitectural, entertainment  and  expan- 
sion plans.  "She  created  all  of  the 
things  people  associate  with  Mon- 
aco," says  Josiane  Merino,  a  spokes- 
woman for  the  normally  reticent 
company.  Princess  Grace's  interest  in 
S.B.M.,  according  to  Merino,  dated 
virtually  from  the  moment  of  her 
wedding,  and  with  good  reason.  At  the 
time,  Princess  Grace's  major  concern 
was  that  Aristotle  Onassis,  who  con- 
trolled most  of  the  company's  shares, 
might  go  ahead  with  his  plan  to  turn 
Monaco  into  a  resort  on  the  order  of 
the  Costa  del  Sol,  with  its  tens  of 
thousands  of  low-cost  time-sharing 
apartments  that  were  rented  out  to 
working-  and  middle-class  northern 
Europeans.  Perhaps  the  worst  part  of 
Onassis'  plan  was  that  it  called  for  the 
abolition  of  gambling,  on  the  grounds 
that  working  people  could  not  afford 


l'rincess  Grace  of Monaco 
"The  right  kind  of  people. 
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to  lose  heavily  at  the  table.  This  was, 
keep  in  mind,  before  the  days  of  At- 
lantic City.  To  all  of  Onassis' 
schemes,  Princess  Grace  demurred. 
"Monaco,"  she  said,  "is  one  place  that 
has  kept  a  19th-century  charm  ...  I 
don't  think  Monte  Carlo  can  ever  be  a 
place  for  mass  tourism.  It  has  always 
been  glamorous,  always  for  the  rich." 
The  question  was  how  to  bring  the 
rich  to  town. 

So,  according  to  Merino,  Princess 
Grace  took  on  the  role  of  creating  an 
ambience.  More  important  than 
bringing  people  to  Monaco,  she 
brought  them  to  S.B.M.:  All  of  Mona- 
co's charity  balls  and  glittering  social 
events  were  held  not  at  the  palace  but 
at  one  of  S.B.M.'s  bevy  of  facilities, 
which  includes  3  hotels,  3  casinos, 
the  opera  house,  the  tennis  and  golf 
clubs,  14  restaurants,  3  discotheques, 
2  nightclubs,  3  swimming  pools  and  1 
private  beach.  All  told,  this  operation 
brings  in  sales  that  in  the  fiscal  year 
ended  this  July  were  $90  million,  with 
profits  of  $1.8  million.  So  successful 
was  Princess  Grace  at  turning  Mon- 
aco into  a  year-round  resort,  says  Rob- 
ert Tisch,  president  of  Loews  Corp., 
which  owns  one  of  the  casinos  in  part- 
nership with  S.B.M.,  that  the  hotels 
are  filled  to  better  than  80%  capacity 
year-round.  Says  Merino,  "This  year 
we  had  a  50%  increase  in  our  U.S. 
business.  That  attests  to  her  work." 

What  it  really  attests  to  is  Princess 
Grace's  ability  to  find  new  excuses  for 
the  rich  to  gather.  Much  of  that  up- 
surge in  U.S.  business  comes  from  her 
conversion  of  the  traditional  Bal  de  la 
Rose  into  the  Yellow  Rose  of  Texas 
Ball,  under  the  sponsorship  of  Texas 
socialite  Lynn  Wyatt. 

Where  does  Monaco  go  from  here? 
"Fortunately,  all  of  the  events  for 
1983  have  already  been  scheduled," 
says  Merino.  But  the  S.B.M.  board 
must  find  a  way  to  keep  the  high 
rollers  coming  without  the  glitter  and 
the  business  counsel  Princess  Grace 
provided.  Even  before  her  sudden 
death,  there  were  hints  that  all  was 
not  well  in  the  magical  kingdom.  Ber- 
nard Combemale,  who  was  brought  in 
from  INA  of  Philadelphia  to  upgrade 
S.B.M.'s  management  in  1978,  has  de- 
serted the  ship  and  has  been  replaced 
with  Andre  St.  Mleux,  longtime  min- 

l  ister  of  state  and  a  crony  of  Rainier's. 
And,  there  were  too  many  high-rise 
apartments  built,  says  Tisch.  That  was 
tolerable  while  Princess  Grace  was 

[  alive.  But  with  her  passing,  the  people 
who  run  S.B.M.  will  have  to  find  a  new 
grace  note.  Otherwise,  Monaco  will 
become  just  another  expatriate  tax  ha- 
ven. And  the  fairytale  business  won't 
end  happily  ever  after.  ■ 


Is  Britain  s  rich  BAT  (British  American  To- 
bacco) simply  throwing  money  at  U.S.  re- 
tailing, or  is  it  building  an  attractive  and 
consistent  diversification? 

"We  are 
satisfied" 


By  Rosemary  Brady 


F|  or  the  first  time  in  eight 
years,  each  of  the  four  divisions 
that  make  up  the  38-store  Gim- 
bel  Bros,  chain  made  a  profit  last  year. 
It  wasn't  a  big  profit,  mind  you.  None- 
theless it  was  still  significant  in  the 
eyes  of  Patrick  Sheehy,  52,  the  new 
chairman  of  the  $17.6  billion  (sales) 
BAT  Industries. 

The  world's  largest  tobacco  manu- 
facturer,   London-based    BAT  has 


RAT's  Patrick  Sheehy  lights  up 
"Ten  years  isn't  long  in  a  new  business. 


struggled  with  Gimbels  since  1973, 
when  it  paid  $200  million  for  the  de- 
partment store  chain,  plus  the  much 
more  appealing  Saks  Fifth  Avenue 
network.  So  when  operating  income 
jumped  40%  for  Gimbels  last  year, 
against  a  5.6%  increase  in  sales, 
Sheehy  felt  some  sense  of  accom- 
plishment. Although  he  has  spent 
most  of  his  32-year  BAT  career  mar- 
keting tobacco,  Sheehy  joined  the 
main  BAT  board  in  1970— one  year 
before  the  company  (then  still  known 
as  British  American  Tobac- 
co) made  the  first  of  several 
forays  into  the  tough  busi- 
ness of  retailing. 

"We  are  very  satisfied  with 
the  progress  we've  made  in 
retailing,"  says  Sheehy,  puff- 
ing calmly  on  a  State  Design 
555  cigarette  in  his  quiet  of- 
fice, lined  with  modern 
artwork,  near  Westminster 
Abbey.  Evidently,  for  BAT 
plunged  deeper  into  U.S.  re- 
tailing with  the  April  pur- 
chase of  the  Marshall  Field 
chain  for  $365  million. 

Field  looks  like  more  trou- 
ble. Expanding  wildly  in  the 
last  four  years — mainly  to 
ward  off  a  takeover  attempt 
by  Carter  Hawley  Hale 
Stores — it  has  watched  net 
profit  margins  fall  as  sales  in- 
creased, to  $1.2  billion  in 
1981.  Earning  just  1.9%  on 
each  sales  dollar,  the  Field 
chain  falls  far  short  of  the  4% 
to  5%  standard  for  successful 
department  stores.  Dean 
Witter  Reynolds  analyst  Ter- 
ence McEvoy  thinks  it  will 
take  BAT  "at  least  three  to 
five  years"  to  improve  Field 
substantially. 
What  kind  of  diversifica- 


tion  is  that  to  be  satisfied  with?  With 
net  income  increasing  fourfold  in  the 
last  ten  years  to  $693  million  in  1981, 
its  dividend  more  than  tripling  in  the 
same  period,  is  BAT  an  example  of  a 
company  with  too  much  cash  and  too 
little  to  do  with  it? 

Not  at  all,  says  Sheehy,  who  joined 
BAT  in  1950  after  a  stint  in  the  Irish 
Guards  and  made  the  final  step  up  to 
BAT's  chairmanship  on  Oct.  1.  "Our 
strategy  is  working.  Ten  years  is  not 
too  long  when  you  arc  going  into  a 
new  business.  It  even  took  us  12  or  13 


years  to  get  something  out  of  Brown 
&  Williamson  when  we  first  started. 
You  just  can't  turn  things  around 
overnight." 

Brown  &.  Williamson,  of  course,  is 
BAT's  U.S. -based  tobacco  subsidiary 
(Kool,  Raleigh,  Belair,  Viceroy  and 
Barclay  cigarettes)  with  13.9%  of  the 
market.  Elsewhere  BAT  enjoys  80% 
of  the  Brazilian  cigarette  market, 
28%  of  the  German  market  and  a 
growing  export  and  duty-free  trade. 
In  all,  tobacco  brings  BAT  $10.1 
billion  of  revenues  and  $896  million 


of  its  $1.2  billion  operating  profits. 

Its  retail  operations,  therefore,  ■ 
must  be  looked  on  in  the  context 
of  a  giant  cigarette  maker's  overall 
strategy  for  diversification  and 
growth.  Like  many  of  its  rivals, 
BAT  decided  to  branch  out  from  its 
profitable  mainstay  in  the  1960s, 
going  first  into  packaging,  paper 
and  cosmetics.  Paper  remains  the 
largest  of  those  preretaihng  ven- 
tures, now  making  up  13%  of 
BAT's  $7.89  billion  in  assets.  But  in 
dabbling  in  cosmetics,  with  Brit- 
ain's Yardley  and  other  companies,  I 
BAT  was  following  the  pattern  set 
by  other  tobacco  companies — R.J. 
Reynolds  and  American  Tobacco  in 
the  U.S.,  Imperial  Group  in  Britain 
(see  box) — making  acquisitions  in 
many  fields,  seeming  to  cast  about 
for  something  to  settle  on.  Its  board 
of  directors  had  even  ruled  out  al- 
cohol, the  favorite  diversification  of 
Philip  Morris  (Miller  Beer)  and  Im- 
perial (Courage  brewery),  because  it 
was  "another  indulgence,"  one  pos- 
sibly subject  to  controversy. 

But  retailing  was  no  bolt  from  the 
blue.  "I  can't  recall  precisely  why  we 
went  into  retailing  at  the  time,"  says 
Sheehy,  squinting  up  at  the  ceiling,  as 
if  looking  for  an  answer.  "If  you're 
talking  about  department  stores,  we 
started  out  with  a  minority  share- 
holding in  Germany." 

It  was  not  until  1971  that  BAT 
made  what  Sheehy  calls  the  "strategic 
decision"  to  encourage  the  holding 
companies  of  its  widely  diversified 
group  to  move  decisively  into  retail 
food  and  department  stores. 

What  did  the  tobacco  company  see 
in  the  difficult  trade?  Sheehy:  "We 
wanted  to  go  into  a  business  that 
was  close  to  the  consumer,  because 
we  thought  we  had  had  success  sell- 
ing consumer  packaged  goods — ciga- 
rettes. We  had  looked  at  food  but  we 
had  been  through  .  that  with  Vita 
Food  in  the  U.S.  and  that  experience 
had  not  been  rewarding.  Retailing 
seemed  more  of  a  growth  business. 
You  could  get  into  it  and  buy  a  siz- 
able business  and  still  have  only  a 
small  part  of  the  market,  so  that  you 
could  expand." 

That  is  exactly  what  BAT  did,  first 
purchasing  an  80%  share  in  Wiscon- 
sin's Kohl  Corp.  for  $72  million  in 
October  1972. 

The  original  idea,  he  explains,  was 
to  purchase  Kohl,  "a  core,  quality 
business,"  and  learn  the  ropes  on  a 
small  scale.  But  when  the  opportunity 
to  buy  Saks  arose  a  year  later,  BAT 
couldn't  hold  back.  Saks  represented 
quality.  It  was  well  managed  and  in 
good  shape.  And,  despite  the  fact  that 


This  little  piggy  stayed  home 


Hello,  boys,  I'm  Buck 
Duke  from  New 
York,  come  to  buy  your 
business!" 

It  was  1901  and  the 
speaker  was  the  brash 
North  Carolinian,  James 
Buchanan  Duke,  founder 
of  the  vast,  monopolis- 
tic American  Tobacco 
Trust.  Duke,  who  later 
became  the  first  chair- 
man of  BAT  (see  story), 
had  arrived  in  England  to 
buy  out  its  cozy,  family- 
owned  tobacco  business- 
es. But  he  was  not  polite- 
ly received.  In  fact,  13 
British  tobacco  companies  joined 
forces  to  combat  Duke,  forming 
Imperial  Tobacco,  which  still  con- 
trols nearly  50%  of  Britain's  ciga- 
rette market.  They  fought  Buck 
Duke's  fire  with  fire.  Or,  at  least, 
they  did  come  up  with  their  own 
fight  song,  to  the  tune  of  "Rule 
Britannia": 

"We'll  not  encourage  Yankee 
Bluff, 

We'll  support  John  Bull  with  ev- 
ery Puff." 

Out  of  this  colorful  international 
battle  arose  British  American  To- 
bacco, for  which  Duke  arranged  a 
neat  market-sharing  agreement:  As 
long  as  Imperial  stayed  out  of  the 
U.S.  and  overseas  markets,  BAT 
would  stay  out  of  the  U.K.  That 
agreement  lasted  until  1972,  when 
Britain's  entry  into  the  Common 
Market  disallowed  it. 

BAT,  as  we  know  it,  went  on  to 
become  the  world's  largest  tobacco 
manufacturer.  How  did  Imperial 
fare?  Helped  by  the  special  market- 
sharing  agreement  and  its  initial 
dominant  position  in  the  U.K.,  Im- 
perial flourished  until  the  early 
1970s.  But  since  1973,  cigarette 


Imperial  Tobacco  Chairman  Geoffrey  Kent 


volume  has  declined  steadily. 
Meanwhile,  in  diversifying,  Impe- 
rial seems  to  have  tried  a  little  of 
everything,  from  potato  chips  to 
poultry  to  beer  to  Howard  John- 
son's, one  of  the  U.S.'  less-than- 
exciting  restaurant  groups. 

Imperial  has  not  fared  well  with 
many  of  its  diversifications  and  its 
new  chairman,  Geoffrey  Kent,  60, 
who  has  headed  both  the  Player 
tobacco  and  Courage  brewing  sides 
of  the  company,  has  been  selling  the 
underperformers  off.  He  has  held 
on  to  Howard  Johnson's,  launched 
a  major  recovery  program — earn- 
ings are  up  strongly  this  year — and 
shareholders  are  awaiting  his  deci- 
sion on  where  to  reinvest  funds 
from  the  sale  of  assets. 

Kent,  who  once  worked  for  John- 
son &  Johnson,  has  also  done 
something  else  that  may  indicate 
why  tobacco  companies  so  often 
have  trouble  succeeding  in  other 
fields.  He  has  declared  internal  war 
on  the  "tobacco  culture,"  as  he 
calls  it — the  reliance  on  compara- 
tively easy  tobacco  profits  that 
takes  the  competitive  edge  off  a 
businessman. — R.B. 
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Saks  came  with  neglected  Gimbels,  it 
came  fairly  cheap. 

But  it  was  Gimbels  that  taught  BAT 
about  retailing.  Not  only  were  the 
stores  run  down,  the  fashions  seemed 
stuck  in  the  Dark  Ages.  ("They  were 
not  contemporary,"  Sheehy  sniffs.) 
Competitors  like  Macy's  in  New 
York  and  Bamberger's  in  Philadelphia 
had  taken  away  some  customers, 
while  discount  stores  had  taken  oth- 
ers. As  a  newcomer  to  the  field,  BAT 
(and  its  manager,  Brown  &  William- 
son) didn't  know  enough  about  retail- 
ing to  assess  its  managers:  They  came 
and  went  at  a  rapid  rate  for  the  first 
few  years,  as  they  tried  pushing  Gim- 
bels upmarket  (which  didn't  work) 
and  pulling  it  back  down  again.  Final- 
ly, BAT  got  successful  managers  from 
Saks  to  lend  a  hand.  They  decided  to 
gear  Gimbels  to  the  low  and  middle 
income,  the  very  market  Macy's  had 
departed. 

Looking  back  on  BAT's  Gimbels  ex- 
perience, Sheehy  says  the  company 
relearned  "that  you  really  have  to  be 
able  to  identify  and  attract  the  very 
best  management."  Tobacco  men,  he 
adds,  well  understand  the  need  for 
financial  discipline  and  planning,  but 
they  know  absolutely  nothing  about 
merchandising  fashions  or  selecting 
store  locations. 

Of  course,  Saks  was  different.  The 
tobacco  group's  cash  flow  ($948.8  mil- 
lion last  year)  has  served  Saks  well. 
Through  an  aggressive  expansion  pro- 
gram, BAT  has  spread  the  Saks  name 
across  the  U.S.  Plans  released  in  1979 
projected  Saks'  turnover  to  double  to 
$1  billion  within  a  decade.  Henry  Fn- 
gon,  executive  vice  president  of  BA- 
TUS  in  Louisville  (the  holding  com- 
pany for  BAT's  U.S.  retailing  inter- 
ests), calls  Saks  "one  of  the  great 
retailing  success  stories  in  recent 
years." 

As  BAT  spread  the  Saks  name,  it  is 
now  prepared  to  do  much  the  same 
with  Marshall  Field.  Sheehy  likes  the 
look  of  the  company  to  begin  with. 

The  company's  main  problem,  as 
he  sees  it,  boils  down  to  financing,  not 
retailing:  "Quick  acquisitions  put  a 
heavy  borrowing  on  the  balance 
sheet,  and  interest  payments  quickly 
offset  any  improved  performance." 
With  BAT's  money  behind  it,  the 
company  will  be  able  now  to  concen- 
trate on  retailing. 

The  lesson  in  all  this  for  other  di- 
versifying companies  is  that  BAT, 
through  patient  effort,  has  accumulat- 
ed a  growing,  attractive  and  profitable 
retailing  group — $126.8  million  pre- 
tax in  the  U.S.  last  year.  Marshall 
Field,  analysts  estimate,  will  add  $25 
million  pretax  this  year.  The  com- 


pany found  one  business,  paid  the 
dues  to  learn  it,  and  now  looks  for- 
ward confidently  to  growth,  long 
term,  in  another  business  it  knows. 

Sheehy  admits  BAT's  retail  inter- 
ests are  not  immune  to  the  recession 
and  predicts  results  will  not  quite 
keep  pace  with  last  year's  44%  rise  in 
operating  profits  in  the  U.S.  But,  over- 
all, he  is  confident  BAT  will  raise 
nontobacco  earnings  from  the  present 


level  of  26%  of  BAT's  total  to  40%  by 
1990 — with  no  slacking  off  envi- 
sioned for  tobacco. 

In  contrast  to  conglomeration  or 
many  of  the  purely  "financial"  acqui- 
sitions that  pass  for  management  de- 
cisions these  days,  BAT's  diversifica- 
tion looks  like  a  quality  job.  Sheehy 
sums  up:  "We've  got  real  prospects  for 
growth,"  he  says,  "not  merely  the 
need  to  buy  something."  ■ 


By  Jeff  Blyskal 


For  years,  Americans  couldn't  get  enough 
Big  Macs  and  Whoppers.  But  today  that 
may  no  longer  be  the  case. 


The  burger  boom 
slows  down 


chains'  steady  capture  of  customers 
from  the  local  malt  shops. 

Now  the  market  has  been  gobbled 
up.  "There  are  very  few  independents 
left  to  put  out  of  business,"  says 
Denny's  CEO  Vern  Curtis,  "so  now 
the  chains  will  have  to  work  on  each 
other  for  the  same  business,  and  that 
can  get  pretty  bloody." 

Saturation,  of  course,  is  a  dirty  word 
in  any  industry,  but  the  evidence  is 
clear  that  there  may  indeed  be  too 
many  fast-food  restaurants  chasing 
too  few  customers.  McDonald's  sales 
per  restaurant  in  the  U.S.  zoomed 
from  $464,000  in  1972  to  over  $1  mil- 
lion last  year — figures  that  look  pretty 
good.  But  account  for  food-away- 
from-home  inflation,  and  McDonald's 
real  sales  per  unit — an  indicator  of 
customer  volume — have  actually  fall- 
en since  1976.  "Over  the  last  five 
years,  McDonald's  has  raised  prices 
11%  per  year  and  lost  about  4%  of  its 
customers  per  store  per  year,"  says 
Bache  analyst  Mike  Culp. 

McDonald's,  which  refused  to  dis- 
cuss the  matter  with  Forbes,  is  not 
alone.  Real  sales  per  unit  have  been 
dropping  at  Pillsbury's  Burger  King 
since  1975 — let  alone  at  such  chains 
as  Sambo's,  now  in  Chapter  11,  and 
Gino's,  acquired  this  year  by  Marriott 
to  be  carved  up  into  Roy  Rogers  res- 
taurants. "Average  unit  volume  is 


J^FTER  TWO  HEADY  DECADES  of  ex- 

A^pansion,  the  $10  billion  fast- 
mm  ^Lfood  hamburger  business  is 
headed  for  trouble.  "Hamburgers  are 
still  our  basic  item,"  says  David 
Thomas,  founder  of  Wendy's,  number 
three  in  the  industry  (behind  McDon- 
ald's and  Burger  King).  "But  we're  not 
going  to  see  the  same  growth  coming 
from  them  as  we  have  in  the  past." 
Thomas  says  hamburgers  are  now 
40%  to  45%  of  sales,  compared  with 
60%  in  1978.  Industrywide,  orders  for 
hamburgers  at  fast-food  restaurants 
have  declined  more  than  10%  over 
the  past  three  years,  according  to  the 
National  Restaurant  Association. 

Why?  One  reason  is  sharp  beef  price 
rises  in  1979  passed  on  to  hamburger 
eaters.  But  on  top  of  that,  "A  diet  of 
hamburgers,  french  fries  and  milk 
shakes  just  no  longer  satisfies  the  fast- 
food  consumer,"  says  Jack  Goodall, 
president  of  Ralston  Purina's  800  Jack 
in  the  Box  restaurants.  Per  capita  con- 
sumption has  not  grown  as  much  as 
you  may  think:  At  19  pounds  of  ham- 
burger for  every  American  per  year,  it 
is  only  10%  higher  than  it  was  in 
1971.  Compare  that  with  increases 
over  a  similar  period  of  20%  for  chick- 
en and  24%  for  fish.  The  burger  boom 
was  really  caused  more  by  the  big 


probably  the  most  important  statistic 
in  this  business,"  says  Denny's  Cur- 
tis, who  has  watched  his  per-unit  vol- 
ume recover  recently  after  a  nose  dive 
in  1979  and  1980.  "When  it's  falling, 
it  indicates  declining  productivity 
and  a  drop  in  customer  acceptance." 

Meanwhile,  return  on  equity  for 
most  players  in  the  fast-food  industry 
has  been  trending  steadily  downward 
since  the  mid-Seventies.  At  Chart 
House,  which  operates  96  steak 
houses  and  264  Burger  King  fran- 
chises, ROE  is  down  from  24.3%  in 
1976  to  20%  last  year.  Wendy's  ROE 
is  down  from  the  chain's  boom- 
growth  years'  peak  of  40.4%  in  1975 
to  less  than  half  that  today. 

The  big  burger  chains  have  been 
trying  to  meet  the  problem  with 
menu  diversification.  Since  1979 
Wendy's  and  Jack  in  the  Box  have 
added  chicken  sandwiches  and  salads; 
Hardee's,  ham  and  cheese  sand- 
wiches; Burger  King,  veal  parmigiana 
and  chicken  sandwiches;  and  McDon- 
ald's, processed  chicken  and  barbe- 
cued pork  items. 

While  real  sales  industrywide  are 
up  slightly  so  far  this  year,  it  looks  as 
if  stiff  competition  is  here  to  stay. 
That  will  be  expensive.  For  one  thing, 


television  advertising  by  the  top  15 
fast-food  chains  was  up  28%  in  the 
first  half  of  1982,  and  there  are  even 
more  costly  expenses  not  at  once  ob- 
vious. Hamburger  chains,  built  on  the 
idea  of  moving  one  item  in  volume, 
cannot  expand  their  menus  too  much 
without  losing  efficiency.  "You  have 
to  tread  a  fine  line,"  says  Goodall, 
"because  you  have  to  move  large 
numbers  of  customers  quickly  to 
make  a  good  return  on  your  assets." 
Adds  Culp,  "The  specialty  sand- 
wiches have  not  been  very  successful 
in  drawing  new  customers — not  even 
for  McDonald's — but  rather  have  giv- 
en an  alternative  to  people  who  are 
sick  of  eating  hamburgers.  Whatever 
incremental  new  business  they  have 
brought  in  is  certainly  not  worth  the 
higher  investment." 

With  ever-increasing  costs  of  open- 
ing new  outlets — an  average  $300,000 
per  Wendy's  unit  in  1969  vs.  twice 
that  today — the  resultant  slowed  ex- 
pansion rates  have  forced  burger 
houses  to  increase  plant  utilization  in 
other  ways,  too.  In  addition  to  break- 
fast, the  fast-feeders  are  considering 
full  dinners.  Wendy's,  for  example,  is 
test  marketing  five  entrees  in  Cincin- 
nati— beef  and  mushrooms  and  chick- 


en parmigiana  among  them,  with  a 
potato  and  salad.  But  here,  too,  there 
are  problems.  "It's  going  to  be  diffi- 
cult for  fast-feeders  to  attract  dinner- 
time traffic,"  observes  Gerald  Office, 
chairman  of  Ponderosa,  a  budget  steak 
house  chain.  "They're  trying  to  utilize 
existing  food  items  that  are  only 
dressed  up  differently,  served  on  Sty- 
rofoam  plates  and  with  no  table  ser- 
vice." Indeed,  even  McDonald's  has 
yet  to  come  up  with  a  dinnertime  item 
after  the  recent  failure  of  its  steak 
sandwich  available  in  many  locations 
only  between  4  p.m.  and  6  p.m. 

The  fundamentals  of  fast  food  per  se 
remain  sound.  Recession  or  no,  people 
are  still  eating  away  from  home  in  in- 
creasing numbers.  In  fact,  hard  times 
can  prompt  a  family  to  forego  dinner  at 
a  table-service  establishment  in  favor 
of  a  more  affordable  Big  Mac.  Says 
USDA  economist  Mike  Van  Dress, 
"There  are  still  all  kinds  of  opportuni- 
ties out  there."  For  example?  The  fast 
seafood  business  has  great  potential, 
says  Bache's  Culp.  "With  Arthur 
Treacher's  falling  out,  Jerrico  [Long 
lohn  Silver's  Seafood]  and  Shoney's 
[Captain  D's]  will  be  able  to  make 
money  hand  over  fist."  But  the  ham- 
burger, star  of  the  show,  has  peaked.  ■ 


McDonald's  golden  arches,  circa  1978 

Too  many  fast-food,  restaurants  industrywide  chasing  too  few  burger-bored  customers? 
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A  new  car  should 

look  like  it's  one  of  a  kind. 

Not  one  of  the  crowd. 


For  $11. 00,  Federal  any  time  of  the  day  or  night  ir 

Express  will  come  to  your  seconds,  get  your  letter  wher  ei 

office,  pick  up  your  Overnight  it's  going  by  noon  the  next  n 

Letter, SM  deliver  it  to  any  of  business  day*  and  send  you  ie 

13, 000  communities,  trace  it  free  proof  of  delivery. 


KbSSuR  ™M»£h£ S.VIn^.^S^  5?*"  ""I5 ■  °the!;ar?s^n,'i^a^rIla>-  dSlivery  by  sPeclal  re<iuest'  available  at  an  additional  service  charge.  Areas  served,  delivery  times, 
liability  subject  to  limitations  in  the  Federal  Express  Service  Guide.  ©  1982  Federal  Express  Corporation  Express  Mail"  is  a  registered  trademark  of  the  United  States  Postal  Service 


NO  STRINGS  ATTACHED 


The  choice  is  yours.  But 
ederal  Express  has  enough 
>nfidence  in  your  good  judg- 
ent  to  have  included  the 
)upon  to  your  right: 


For  a  free  kit  of  Overnight  Letter  Materials,  send  to: 
Overnight  Letter  Kit,  Federal  Express  Corp., 
P.O.  Box 727,  Memphis,  TN  38194-2431. 

Name  Title  

Company  

Address  

City  


LPhone#. 


State  

_  Account  #  (if  any). 


Zip- 
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FEDERAL  EXPRESS 
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The  New  Savins. 
More  revolutionary  than  xerography  itself. 


Forget  everything  you  ever 
knew  about  copying.  Savin 
technology  has  created  a  whole 
new  way  of  doing  it-and  it's 
the  closest  copying  has  ever 
come  to  printing. 

It's  called  the  Landa 
Process  and  only  Savin  has  it. 
Not  only  do  you  g  lacker, 
sharper,  cleaner  a  »t 
you  get  them  on  vi i 
kinds  of  paper.  Even 


amazing  is  the  fact  that  this         And  the  first  reliable  short 
exclusive  process  can  easily  be      paper  paths.  Revolutionary 
added  to  Savins  already  in  place!   technology  at  an  economical 

price  is  why  we  were  the  first  tc 
outplace  Xerox  and  IBM. 

Before  you  buy  any  new 
copier,  you  owe  it  to  yourself  to 
see  the  new  Savins  first.  Call 
800-431-1730.  In  New  York 
State,  914-769-3012.  And  let 
us  show  you  the  closest  copy- 
ing has  ever  come  to  printing 


Innovation  like  this  is 
exactly  what  you ' ve  come  to 
expect  from  Savin.  After  all,  we 
started  the  small  copier  revolu- 
tion. And  brought  you  the  first 
copiers  with  built-in  brains. 

savin 


®  i    •        Savin  logotype  are  registered  trademarks  of  Savin  Corporation  ®  Xerox  is  a  registered  trademark  of  Xerox  Corporation. 
®  IBM  is  a  regis.  nark  of  IBM  Corporation.  Landa  Process  is  a  trademark  of  Savin  Corporation  ©  1982  Savin  Corporation.  Valhalla.  N  Y  10595 


Productivity  is  more  than  robots  and  fast 
assembly  lines.  It's  also  finding  new  ways 
to  put  goods  in  the  hands  of  customers. 


Dollars 
from  doodads 


By  William  Baldwin 


OST  WHOLESALERS  ARE  face- 

less,  unimaginative  order- 
takers  eking  out  1%  profit 
margins.  The  right  entrepreneur, 
however,  can  turn  distribution  into  a 
glamour  business  with  growth  rates 
and  returns  on  equity  reaching  20%. 
Look  at  Lawson  Products 
Inc.,  which  has  found  a  way 
to  clear  9%  net  profit  mar- 
gins on  spare  parts,  by  spar- 
ing customers  valuable 
time.  Or  W.W.  Grainger 
Inc.,  which  has  become  a 
Sears,  Roebuck  of  industri- 
al supply,  marketing  every- 
thing from  grommets  to 
hot-tub  pump  motors. 
Then  there's  Vallen  Corp., 
a  seller  of  safety  equip- 
ment, which  is  finding 
ways  to  save  its  customers 
the  cost  of  maintaining 
stockrooms. 

What  these  companies 
and  others  like  them  (see 
table,  p.  56)  know  is  that  the 
cost  of  industrial  supplies 
just  begins  with  the  price 
tag  on  the  item.  "The  dollar 
you  spend  on  the  invoice  is 
the  tip  of  the  iceberg,"  says 
William  O'Connell,  presi- 
dent of  Vallen.  Beyond  this, 
there  are  the  salaries  in  the 
purchasing  department,  the 
paperwork  in  accounts  pay- 
able and  the  cost  of  discard- 
ing obsolete  stock.  Helping 
customers  minimize  ex- 
penses like  these  is  how 
good  distributors  can  earn 
their  keep. 

In  fact,  smart  suppliers 
and  other  service-sector 
firms  must  provide  most  of 


the  economy's  future  productivity 
gains.  The  reason  is  simple  arithme- 
tic: Manufacturing  is  already  so  auto- 
mated that  it  employs  only  one  out  of 
five  workers.  A  year  ago  wholesale 
and  retail  trade  overtook  the  manu- 
facturing sector  in  total  employment, 
and  the  lead  is  widening.  That  leaves 
plenty  of  room  for  efficient  distribu- 


Packaging 
The  nuts 


crimp  terminals  at  Lawson  Products 
and  bolts  of  the  business  is  convenience 


tors  to  supply  themselves  with  hand- 
some profits. 

Lawson  Products: 
"A  fastener  program" 

The  1,100  Lawson  salesmen  on  the 
road  pushing  1 7,000  different  replace- 
ment parts  don't  talk  price,  they  talk 
quality  and  convenience.  Customers 
don't  buy  nuts  and  bolts,  but  a  "fas- 
tener program."  That  means  hard- 
ware of  a  higher  grade  than  usual, 
kept  in  Lawson  parts  bins,  each  neatly 
labeled  and  periodically  restocked  by 
a  Lawson  man. 

"We  don't  claim  to  be  the  cheap- 
est," says  Sidney  Port,  71,  founder  (in 
1952)  and  executive  committee  chair- 
man of  the  Des  Plaines,  111.  company. 
"Our  products  go  into  big  pieces  of 
equipment.  Whether  they  pay  a  few 
cents  more  for  a  tiny  part  doesn't 
make  a  bit  of  difference."  Except  to 
Lawson,  which  earned  just  over  $10 
million  last  year  on  $110  million  in 
revenues. 

This  labor-intensive  selling  scheme 
yields  savings  for  Lawson  customers 
like  Steve  Stevens,  head  of  mainte- 
nance for  a  school  district  stretched 
over  186  square  miles  northwest  of 
Houston.  He  seems  to  be 
paying  a  stiff  price:  $12.64  a 
box  for  one  style  of  wood 
screw,  for  example,  quoted 
at  $4.53  at  a  screw  wholesal- 
er in  the  city.  Trouble  is,  this 
wholesaler  is  20  miles  away 
and  happened  to  be  out  of 
that  particular  style  when  a 
reporter  called. 

Lawson,  by  contrast,  ships 
from  five  regional  ware- 
houses, each  well  enough 
stocked  to  boast  99%  order 
fulfillment.  For  Stevens,  the 
arrival  of  the  Lawson  sales- 
man has  meant  more  time 
for  his  carpenters  to  fix 
broken  school  windows. 
"Before,  they  were  buying  a 
few  screws  here  and  a  few 
there  and  leaving  them 
around  in  bags, "  he  says.  "It 
would  take  them  an  hour  to 
get  to  the  hardware  store  and 
back." 

Lawson  knows  about 
conventional  productivity 
gains,  too.  Automated  parts 
counters  gobble  screws 
from  kegs  and  feed  them 
into  prim  Lawson-yellow 
boxes,  at  which  point 
they're  marked  up  an  aver- 
age 240%  and  sent  by  UPS 
to  customers.  Although  a 
majority  of  its  parts  carry 
the  Lawson  brand,  none  are 
manufactured  in-house. 
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Louisiana 
W>rks. 


Labor.  Skilled.  Trained.  Trainable. 

It's  a  major  consideration 
when  choosing  a  plant  location, 
one  in  which  Louisiana  can 
give  you  a  lot  of  help.  Help  in 
conducting  labor  availability 
surveys.  Help  in  screening  and 
recruiting  a  work  force.  Help  in 
the  training  of  your  new  workers 
to  your  specifications  and 
standards.  And  Louisiana's  help 


includes  picking  up  the  tab  so  all 
of  this  is  free  to  you. 

In  Louisiana  you'll  find 
trainable  labor,  including  a  large 
female  work  force,  in  both  metro 
and  rural  areas.  And  wherever 
you  locate  you'll  find  that 
Louisiana  workers  work  hard, 
with  a  value  added  record  of 
productivity  that  is  46  per  cent 
above  the  national  average. 


Write  for  our  free  report: 
LOUISIANA  WORKS 
Louisiana  Office  of  Commerce  &  Industry 
P.O.  Box  44185,  Dept.B4 
Baton  Rouge,  LA  70804 

Name  


LOUISIANA 

WORKS 


Title 


Company 
Address  _ 


10-Year  Tax  Exemption  •  Energy 

Revenue  Bond  Financing 

Enterprise  Zones  •  Training  Programs 


City/State/Zip 


Will  Lawson  try  that  soon?  Not 
likely,  since  that  may  be  why  earn- 
ings per  share  have  climbed  620% 
over  the  past  decade.  Manufacturing 
is  always  vulnerable  to  foreign  in- 
roads. First-class  service  is  not. 
Vallen  Corp.: 
Vendor  stocking 

Back  in  1947,  Leonard  Bruce,  then  a 
27-year-old  Chicago  goggles  sales- 
man, set  off  in  search  of  a  new  terri- 
tory. He  landed  in  Houston  and  pros- 
pered mightily.  The  Vallen  Corp.  he 
founded  and  still  presides  over  netted 
$2.4  million  on  $37  million  (sales)  in 
its  fiscal  year  ended  in  May. 

Bruce  owes  some  thanks  to  growth 
in  the  postwar  petrochemical  indus- 
try and  to  ever-tighter  job-safety  regu- 
lations. But  his  would  probably  still 
be  just  another  small,  family-run  in- 
dustrial supplier  if  not  for  a  special 
emphasis  on  making  things  conve- 
nient for  customers.  Vallen  broadened 


W.W.  Grainger's  "motor- 
book"  advertises  bits,  bolts, 
sheaves,  shelves,  solder,  so- 
lar water  heaters,  self-extin- 
guishing garbage  cans  and 
mop  wringers.  Why?  To  save 
a  repairman  a  costly  side 
trip.  And  to  make  it  easier 
for  Grainger  to  Jill  its  truck 
trailers. 


its  product  line  as  fast  as  finances 
permitted,  so  that  plant  safety  direc- 
tors could  do  all  their  ordering  from 
one  salesman.  Today  the  company 
handles  6,000  items,  from  acid  hoods 
to  vapor  sniffers. 

Vallen  has  found  other  ways  to 
streamline  distribution.  In  1974  it 
won  an  account  at  Dow  Chemical's 
Freeport,  Tex.  complex  under  what 
Dow  calls  its  "vendor-stocking  pro- 
gram." This  lets  Dow  dodge  most  of 
the  costs  of  keeping  a  stockroom, 
shopping  by  phone  and  scrambling  for 
out-of-stock  items.  Instead,  when  a 
plant  manager  needs  12  hardhats  he 
keys  that  request  into  a  computer  sys- 
tem with  a  terminal  at  Vallen's  Free- 
port  branch.  Vallen  agrees  to  main- 
tain enough  inventory  on  250  items  to 
answer  95%  of  requisitions  immedi- 
ately, and  Vallen  trucks  deliver  to 
Dow  every  two  hours.  Vallen  also  ac- 
cepts slightly  lower  than  usual  prices 
under  the  Dow  contract.  In  return,  it 
gets  a  large  account  and  payment 
within  ten  days. 

Vendor  stocking  can  work  only  at 
large  plants — the  Freeport  chemical 
complex  is  the  western  hemisphere's 
largest — so   Vallen   is   working  on 
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Sony  mixes  business  with  pleasure. 


Sony  announces  a  suc- 
cessful merger:  the  TCS-310. 

It'll  take  your  dictation  just 
as  well  as  it  plays  your  favorite 
music. 

This  Sony  comes 
with  two  built-in  stereo 
microphones  and  has 
metal  tape  playback 
capability.  So  both 
symphonies  and  statis- 
tics will  sound  great 
through  its  feather- 


weight stereo  headphones. 

If  you  want  to  pack  an 
even  smaller  Sony  there's  the 
M-1000. 

It  fits  in  your  shirt  pock- 
et. Yet  it  records  and  plays 
back  in  stereo  on  a  micro- 
cassette. 

It  also  features  the 
adjustable  MS  stereo 
microphone.  Set  it  one 
way  for  a  conversation 
and  another  way  for  a 


convention.  Either  way  you'll 
get  a  clean  and  precise  record 
ing  with  good  stereo  separa 
tion.  The  Sony 
TCS-310  and 
M-1000.  They 
make  mixing 
business  with 
pleasure  a 
pleasure. 


THE  ONE  AND  ONLY 

1982  Sony  Corporation  of  America  Sony  is  a  trademark  of  Sony  Corporation  Models  shown  TCS  310  and  M-1000,  with  MDR-1L1  headphones  MDR-1L1  headphones  supplied  with  TCS-310  and  M-1000 


"THE  PRICE  IS  RIG 
BGOLDETI." 


Car  and  Driver  magazine  tested  our  '82  Chevrolet  Caprice.  Three  differei 

editors.  One  unanimous  opinion: 

"  America's  finest  example  of  big  car." — Larry  Griffin 

"Most  European  and  Japanese  drivers  would  marvel  at  this  car's  velvety 

ride Rich  Ccppos  ,  , 


•  if 


V 


! 


■ 


no  its  REPunmon 


■ 


■  ■ 


D  DRIVER  JULY  1982. 

'The  Caprice  is  the  very  essence  of  the  fussless,  imperturbable  container  that 
cs  up  endless  stretches  of  these  United  States . .  ."—Larry  Griffin 

I  If  you'd  like  to  know  what  America's  carmakers  have  been  up  to . , ,  you 
it  to  yourself  to  drive  an  F41 -equipped  Caprice — or  any  Caprice  for  that 
ler." — Rich  Ceppos 


Middlemen  make  money,  too 


These  companies  make  wholesaling  look  easy.  Leonard 
Bruce  started  his  Vallen  Corp.  at  the  age  of  27  with 
$5,000  in  savings  and  $2,000  in  consigned  goggles.  G.B. 
Van  Dusen,  now  68  and  chairman  of  the  company 
bearing  his  name,  was  26  when  he  borrowed  $300  for 
some  parts  and  opened  shop  in  a  Minneapolis  airport 


terminal.  But  the  nice  returns  vanish  if  manage- 
ment does  not  rapidly  add  new  product  lines  and 
accounts  and  kill  slow  ones.  NCH's  return  on  equity 
is  half  what  it  was  a  few  years  ago.  Thanks  to  the 
recession,  Van  Dusen's  earnings  per  share  have 
tumbled  from  $1.76  in  fiscal  1980. 


-1981- 


-Earnings  per  share 


Revenues 

Net  profit 

Return  on 

latest 

10-year 

Recent 

Price/ 

Company  //jroducts 

(millions) 

margin 

equity 

12  months 

growth  rate 

price 

earnings 

Aceto  Chemical/chemicals1 

$  91 

3.4% 

13% 

$2.67 

24% 

15% 

5.9 

American  Hospital  Supply Imedical 

2,870 

5.1 

15 

2.22 

14 

38 

17.0 

WW  Grainger/wo/o/s,  misc 

867 

6.5 

18 

3.91 

17 

44 

11.3 

Lawson  Products/fasteners 

110 

9.2 

22 

1.94 

21 

24lA 

12.5 

NCH/bldg  main/  supplies2 

348 

4.3 

9 

1.25 

14 

15 

12.0 

Premier  \n&\isti\d\l fasteners,  electronics* 

340 

10.2 

23 

1.66 

19 

24'/2 

14.8 

Vallen/s«/t>(r  equipment3 

37 

6.4 

19 

1.58 

304 

15 

9.5 

Van  Dusen  Air/ 'aircraft  parts5 

143 

2.2 

9 

0.91 

18 

9% 

10.7 

'Year  ended  6/30/82    ^Year  ended  4/30/82.    *Year  ended  5/31/82.    4Five-vear  growth  rate    Vear  ended  3/31/82. 


smaller  variations.  It  is  negotiating  to 
set  up  safety  equipment  stores  inside 
customers'  plants,  staffed  by  part- 
time  workers  who  have  retired  from 
jobs  at  those  same  plants.  What  Val- 
len is  really  selling,  then,  is  a  way  for 
its  customers  to  cut  stockroom  staff. 
With  ever-rising  labor  costs,  that's  a 
strategy  that  can't  miss. 
W.W.  Grainger: 
Fast  turnover 

Grainger  calls  its  1,092- 
page  catalog  the  "motor- 
book"  because  of  a  heavy 
dose  of  electric  motors,  fans 
and  blowers,  some  of  which 
it  manufactures.  But  for 
this  $867-million-a-year 
company,  making  motors 
has  proved  far  less  lucrative 
than  distributing  them — 
along  with  a  lot  of  other 
things.  That's  why  Chair- 
man David  Grainger,  54, 
son  of  the  man  who  found- 
ed the  firm  in  1927,  de- 
scribes his  business  this 
way:  "Having  the  right 
thing  in  the  right  place  at 
the  right  time." 

And  what  a  collection  of 
things.  The  motorbook  ad- 
vertises bits,  bolts,  sheaves, 
shelves,  pillow  blocks, 
posthole  diggers,  solar  hot- 
water  heaters,  self-extin- 
guishing garbage  cans  and 
mop  wringers.  Why  does  a 
motor  distributor  sell  mop 
wringers?  Why  not,  if  that 
saves  a  maintenance  work- 
er a  side  trip?  Signs  at 
Grainger's  165  stores  warn 

WHOLESALE  ONLY,  but  this 

is  really  a  retail  business, 
with  a  $111  average  sales 
ticket.  The  typical  custom 


er  is  a  hurried  repairman  who  comes 
for  a  replacement  motor — and  who 
may,  while  he's  at  it,  pick  up  a  $9.65 
pound  of  solder  that  he  could  have 
gotten  for  $6.20  at  a  plumbing  shop. 
Time  is  money. 

There's  another  side  to  this  mass- 
merchandise    approach.  Grainger's 


Automatic  storage  retrieval  at  W.W.  Grainger 
"The  right  thing  in  the  right  place." 


line  of  9,800  products  and  24,000  parts 
has  reached  a  critical  mass  that  keeps 
shipping  costs  down.  All  merchandise 
is  gathered  through  1.6  million  square 
feet  of  warehouses  near  its  Skokie,  111. 
headquarters.  (This  hub  will  be  dupli- 
cated with  a  1.4-million-square-foot 
building  to  open  in  Kansas  City  this 
winter.)  There  it  is  arranged 
into  assortments  shipped  at 
least  weekly,  in  full  truck- 
loads,  to  the  stores.  With 
less  volume,  Grainger 
would  have  to  settle  for 
half-filled  trucks  or  less-fre- 
quent deliveries.  The  week- 
ly deliveries  in  turn  enable 
branches  to  satisfy  buyers 
without  holding  huge  in- 
ventories of  their  own. 

Altogether,  the  company 
turns  over  its  distribution 
inventory  3  times  a  year. 
That  doesn't  sound  like 
much,  but  remember  that 
Grainger  is  straddling  two 
levels  in  the  distribution 
system.  The  alternative  is 
hardware  jobbers  gathering 
merchandise  from  the  man- 
ufacturers and  dispersing  it 
to  local  industrial-supply 
houses.  If  jobber  and  suppli- 
er both  turn  inventories  4 
times  a  year,  their  combined 
turnover  rate  is  only  2. 
That's  why  the  competition 
seems  to  be  losing  ground: 
Grainger  has  quadrupled 
sales  over  the  past  decade, 
while  getting  long-term 
debt  down  to  4%  of  total 
capital  and  rarely  letting  re- 
turn on  equity  dip  below 
17%.  Many  a  high-produc- 
tivity manufacturer  would 
be  lucky  to  do  so  well.  ■ 
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PI  1 

Mystic  Seaport  by  Alfred  Eisenstaedt 


America  meant  a  new  start.  And  the  men  who 
landed  here  started  a  world  with  new  goals,  new  customs, 
even  a  new  whiskey.  Old  Grand-Dad  still  makes  Kentucky 
Bourbon,  the  only  truly  American  whiskey,  just  the  same 
as  we  did  in  1882.  It's  the  spirit  of  America. 

For  a  19"x26"  print  of  Mystic  Seaport,  send  a  check 
or  money  order  for  $4.95  to  Spirit  of  America  offer,  P.  O.  Box  183M, 
Carle  Place,  N.Y.  11514. 

Old  Grand-Dad 

Kentucky  Straight  Bourbon  Whiskey  86  Proof  Old  Grand-Dad  Distillery  Co .  Frankfort.  KY©1982  National  Distillers.  Inc. 


Sysco  Corp.  charges  a  little  more,  and 
makes  a  little  more,  than  other  food  distri- 
bution companies.  How? 

"Don't  sell  food, 
sell  peace 
of  mind11 


By  Anne  Bagamery 

Why  is  $1.7  billion  (sales) 
Sysco  Corp.  more  profitable 
than  almost  any  of  the  other 
2,000-odd  firms  in  the  $55  billion-a- 
year  business  of  wholesaling  food  to 
restaurants  and  other  institutional 
servers?  A  favorite  company  anecdote 
tells  this  story: 


Preparations  for  a  lobster  roast  at 
Houston's  toney  Inn  on  the  Park  were 
going  smoothly  until  the  chef  noticed 
unexpected  guests  and  found  he  was 
ten  lobsters  short.  At  5  p.m.  on  a 
Saturday,  where  was  he  going  to  find 
fresh  lobsters?  Panic-stricken,  the 
chef  called  his  Sysco  representative  at 
home.  The  salesman  jumped  into  his 
car,  drove  to  a  gourmet  store  that  he 


knew  would  be  open  until  6  p.m., 
bought  the  lobsters  and  delivered 
them  to  the  hotel.  He  even  slapped 
them  on  the  grill  himself. 

Chairman  John  Baugh,  who  has 
worked  35  years  in  food  distribution, 
drives  home  the  point:  "The  typical 
food  service  company  picks  a  case  of 
frozen  french  fries  out  of  the  ware- 
house and  dumps  it  on  the  restau- 
rant's back  porch.  Where's  the  skill  in 
that?  Where's  the  creativity?  Our  peo- 
ple don't  just  sell  food — they  sell 
peace  of  mind." 

If  Baugh  sounds  a  little  like  an  IBM 
salesman  promising  worry-free  com- 
puting, well,  the  parallel  is  apt.  Hous- 
ton-based Sysco  maintains  an  army  of 
some  2,200  "marketing  associates" 
(Baugh's  words).  Two-thirds  of  that 
army  are  salesmen  whose  job  is  to 
assure  Sysco's  90,000  nationwide  cus- 
tomers that  98%  of  the  items  they 
order  will  be  delivered  on  time.  The 
rest  are  product  specialists,  prepara- 
tion specialists  and  customer-service 
representatives  who  do  everything 
from  preparing  restricted-diet  menus 
for  hospitals  to  explaining  how  to 
hold  stuffed  peppers  through  a  two- 
hour  luncheon  buffet. 

Naturally,  this  handholding  isn't 
free:  Sysco  is  usually  the  highest- 
priced  distributor  in  the  market.  And 
it  isn't  for  everyone:  A  burger  joint 
that  needs  only  a  handful  of  items  and 
no  advice  will  tend  to  go  elsewhere. 
But  the  willingness  of  Sysco's  cus- 
tomers to  pay  for  convenience  means 
that  Sysco  can  post  a  net  margin  of 
2%,  well  ahead  of  its  top  competitors' 
average  of  1.5%.  Sysco's  revenues — 
the  industry's  largest — have  been 
growing  18%  a  year  for  a  decade, 
largely  because  of  acquisitions  of  lo- 
cal food  distributors.  But  its  earnings 
for  the  same  period  have  increased 
22%  a  year.  Earnings  per  share  have 
grown  at  a  compound  annual  rate  of 
18%,  to  $1.71  in  the  fiscal  year  ended 
july  3.  Return  on  equity  has  averaged 
16.5%  with  moderate  leverage — debt 
hovers  around  25%  of  total  capital. 

Achieving  that  kind  of  growth 
means  walking  a  fine  line  in  a  busi- 
ness where  slow  food-price  escalation 
and  -stiff  competition  chip  away  at 
potential  profits  and  labor  costs  eat  up 
10%  of  sales.  But  Baugh,  66,  has  Presi- 
dent John  Woodhouse,  51,  handling 
the  finances  for  Sysco — the  name  is  a 
contraction  of  Systems  &.  Services 
Co. — which  today  has  69  distribution 
centers  in  45  states  serving  1 16  of  the 
top  150  metropolitan  areas.  Wood- 
house,  a  onetime  financial  man  at 
Ford  Motor,  keeps  receivables  down 
to  24  days'  sales — where  the  industry 
norm  is  around  35.  Sysco  headquar- 


President  Woodhouse  and  Chairman  Baugh  in  a  Sysco  test  kitchen 
Keeping  too  many  cooks  from  spoiling  the  frozen  beef  stew. 
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ters  must  approve  all  subsidiaries' 
presidents'  salaries,  major  expendi- 
tures and  borrowings.  Salesmen  work 
on  commissions  that  are  set  locally, 
based  on  the  profitability  of  each  or- 
der, which  may  be  based  on  dollar  size 
and  frequency  of  delivery  as  well  as 
gross  profit. 

Sysco  started  life  in  1970  when 
Baugh — then  president  of  a  Houston 
company  called  Zero  Foods — and 
eight  other  regional  distributors  de- 
cided to  centralize  finances,  the  better 
to  expand  and  modernize.  Their  tim- 
ing couldn't  have  been  better,  as  eat- 
ing away  from  home  became  a  growth 
industry  in  the  1970s. 

Now,  however,  with  Americans 
spending  less  to  eat  out,  Baugh  and 
Woodhouse  are  looking  for  other 
ways  to  keep  Sysco  growing.  In  Febru- 
ary 1981  they  set  up  Compton  Foods 
in  Kansas  City  to  purchase  meat  and 
move  the  Sysco  15,000-item  product 
line  into  the  so-called  center  of  the 
plate — the  meat  and  prepared  entrees 
that  constitute  50  cents  of  every  food- 
service  dollar.  Sysco  had  shied  away 
from  meat  previously  because  Baugh 
and  Woodhouse  thought  the  subsid- 
iaries could  not  control  quality  or  get 
good  prices  from  meatpackers  accus- 
tomed to  selling  huge  lots  to  super- 
market chains. 

But  with  Sysco's  current  size, 
Compton  can  buy  in  truckload  and 
boxcar  lots  from  Iowa  Beef  or  Swift  & 
Co.  and  therefore  is  able  to  negotiate 
on  price.  Also,  as  a  good  customer, 
Compton  gets  the  right  to  send  its 
own  inspector  into  the  meatpackers' 
plant  to  check  quality.  Compton  con- 
tracts with  the  big  processors  for  pre- 
pared frozen  entrees — where  the 
watch  on  quality  must  be  exacting. 
"One  person  decides  he  can  shave  a 
few  pennies  by  putting  cheaper  meat 
in  the  beef  stew,"  explains  Wood- 
house.  "Another  decides  he  can  put  in 
more  potatoes,  and  before  you  know 
it,  a  perfectly  acceptable  dish  has  be- 
come garbage."  Baugh  and  Wood- 
house  think  sales  of  Compton-pur- 
chased  foods  just  to  existing  custom- 
ers could  add  as  much  as  $800  million 
to  sales. 

Limits  to  growth?  Baugh  and  Wood- 
house  want  to  move  into  the  34  met- 
ropolitan areas  where  Sysco  doesn't 
have  a  presence — but  they  are  as  care- 
ful with  their  expansion  plans  as  with 
the  frozen  beef  stew.  "We've  had  to 
walk  away  from  acquisitions  because 
we  didn't  have  the  people  to  keep 
track  of  them,"  admits  Woodhouse. 
Sysco's  secret?  Simple:  paying  atten- 
tion— to  costs,  to  resources,  and  to  a 
customer  needing  lobsters  at  5 
o'clock  on  Saturday.  ■ 


How 
to  change 
a  forecast 

To  help  weather  the  storm 
of  economic  variables,  a  person 
could  use  the  IBM  Personal 
Computer. 
With  software  like  VisiCalc* 
(really  an  "electronic  worksheet")  you 
can  calculate  up  to  63  columns  and 
254  rows  of  numbers  —  implementing 
formulas  and  changing  labels 
as  you  go. 

You  can  also  plan  on  the  IBM 
Personal  Computer  to  help  create  a 
sales  forecast.  Spot  a  trend.  Test  a 
budget.  And  aid  you  on  the  quest  for 
the  right  answer  to  "what  if?" 

Now,  don't  wait  for  a  rainy  day 
to  visit  an  authorized  IBM  Personal 
Computer  dealer. 

\bu'll  learn  that  the  quality, 
power  and  performance  of  this  tool  are 
what  you'd  expect  from  IBM. 
The  price  isn't. 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


For  a  store  near  you  (or  information  from  IBM  about  quantity  purchases)  call  (800)  447-4700.  In  Illinois,  (800)  322-4400. 
In  Alaska  or  Hawaii,  (800)  447-0890.  *  VisiCalc  is  a  trademark  of  VisiCorp 
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The  Up  &  Comers 


How  the  Japanese  forced  people  much  like 
those  in  Our  Town  to  change  the  way  they 
did  business— for  the  better. 

"This  was 
the  only  business 


we  had 


11 


By  Paul  B.  Brown 


Up  until  the  1970s  or  there- 
abouts, life  in  Peterborough, 
N.H.  (pop.,  4,897)  was  pretty 
much  the  way  Thornton  Wilder  de- 
scribed it  back  in  1938.  Peterborough, 
they  say,  was  the  inspiration  for 
Wilder's  Our  Town,  a  place  described 
as  "an  ordinary  town.  A  little  better 
behaved  than  most.  Probably  a  lot 
duller."  Just  after  WWII,  Arthur  Dan- 
iels, an  engineer  from  San  Pedro,  Calif., 
had  started  a  company  called  New 


Hampshire  Ball  Bearings,  Inc.  in 
Peterborough  because  he  liked  the  ru- 
ral setting  and  the  work  ethic  of  the 
natives.  Back  then,  there  wasn't  a  traf- 
fic light  in  town,  and  work  at  NHBB 
consisted  of  one  person's  sitting  at  a 
table  placing  steel  balls  in  metal  rings. 
Today  there  still  isn't  a  traffic  light 
downtown,  but  Japan  and  its  work 
ethic  have  changed  Peterborough's 
ball-bearings  business  forever. 

It  all  began  during  the  Vietnam 
buildup,  says  Theodore  Kanell,  59, 
NHBB  president,  when  "there  was  a 


heavy  burden  placed  on  small  mili- 
tary suppliers  like  ourselves.  It  used 
to  be  that  we  would  ship  four  to  six 
weeks  after  getting  an  order.  Well, 
during  Vietnam  our  lead  time  went  to 
35  or  40  weeks.  And  customers,  of 
course,  couldn't  tolerate  that.  It  was 
at  that  time  that  the  Japanese,  with 
their  exquisite  timing,  came  in  and 
said,  'We  can  deliver  those  products 
off  the  shelf  overnight.  Moreover,  our 
price  will  be  30%  less  than  you  cur- 
rently pay.'  The  offer  was  absolutely 
irresistible.  When  things  in  Vietnam 
subsided,  we  looked  around  and  found 
that  Japan  had  cornered  about  40%  of 
the  market.  It  had  happened  virtually 
overnight.  That  was  1971,  the  only 
time  this  company  took  a  loss." 

Japan's  decision  to  make  high-vol- 
ume, low-grade  miniature  ball  bear- 
ings, which  are  used  in  virtually  every 
type  of  computer  and  office  equip- 
ment, drove  out  each  of  the  half-doz- 
en companies  that  had  been  compet- 
ing with  NHBB. 

"Companies  like  MPB  in  Keene, 
N.H.  [a  division  of  Wheelabrator- 
Frye),  Fafnir  Corp.  [part  of  Textron] 
and  MRC  [a  division  of  TRW]  grunted 
and  withdrew  to  make  other  kinds  of 
bearings,"  Kanell  recalls.  "We 
couldn't  withdraw,  this  was  the  only 
business  we  had." 

What  NHBB  did  instead  was  copy 


New  Hampshire  Ball  Bearings  President  Theodore  Kanell 

"We  looked  around  and  saw  the  Japanese  had  40%  of  the  market. 


NfJBB's  dust-free  assembly  room 

"When  people  hear  we  are  in  Peterbo 
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How  to  move 

a  paragraph. 


For  memos  or  manuscripts,  sales 
reports  or  book  reports,  a  person  could 
use  the  IBM  Personal  Computer. 

Because,  with 
the  EasyWriter* 
JL  software  program, 
creating,  revising 
and  storing  text  is 
just  that.  Easy. 
With  ten  function  keys  that  help 
save  time  on  repetitious  tasks  and 
"menus"  that  guide  you  along,  the 
IBM  Personal  Computer  can  insert 
a  clause.  Delete  a  line.  Move  a 
paragraph  from  one  page  to 
another.  Transfer  text  from  file  to 
file.  Even  merge  words  from  your 
EasyWriter  program  with  numbers 
generated  by  your  VisiCalcf  program. 

And  when  you're  done,  a  copy 
of  the  finished  product  can  be  printed 
out  at  80  characters  a  second. 

So  if  you  do  any  kind  of  writing, 
try  it  on  the  IBM  Personal  Computer 
at  your  nearest  authorized  dealer. 
\bu'll  see  that  the  performance,  quality 
and  price  are  really  something  to 
write  home  about. 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


For  a  store  near  you  (or  for  information  from  IBM  about  quantity  purchases)  call  800-447-4700.  In  Illinois, 

800-322-4400.  In  Alaska  Or  Hawaii,  800-447-0890.  »  EasyWriter  is  a  trademark  ot  Information  Unlimited  Software,  Inc. 

t  VisiCalc  is  a  trademark  of  VisiCorp 


61 


SOME  PEOPLE  ONLY  SEE  AN 

ISLAND  PARADISE.  WORLD'S  FINEST  CHOCOLATE 

SAW  AN  ISLAND  OF  OPPORTUNITY. 


World's  Finest 
Chocolate,  Inc.  saw 
opportunity  in  St.  Lucia. 
With  OPIC's  unique 
political  risk  insurance, 
they  saw  a  promising 
place  to  start  a  cocoa 
plantation. 


)  1982  Dancer  Fitzgerald  Sample.  Inc..  NY.  NY 


We're  OPIC:  the  Overseas  Private  Invest- 
ment Corporation.  And  we  can  help  make 
overseas  expansion  both  safe  and  profit- 
able. We  did  it  for  World's  Finest  Chocolate 
of  Chicago.  We  can  do  it  for  you. 

We  specialize  in  political  risk  insurance. 
Insurance  against  loss  due  to  war,  revolu- 
tion, insurrection,  civil  strife.  Expropriation, 
nationalization,  confiscation.  Or  the  inability 
to  convert  local  currency  into  U.S.  dollars- 
all  on  a  long-term  basis.  We  also  offer  finan- 
cing—through direct  loans  or  loan  guaran- 
tees. We  can  share  in  the  cost  of  feasibility 
studies.  And  alert  businessmen  to  specific 


opportunities  in  certain  countries. 

Like  you,  we're  business-oriented. 
And  we're  backed  by  our  own  substantial 
resources  and  by  the  full  faith  and  credit  of 
the  United  States.  So  if  you've  been  thinking) 
of  overseas  investment,  we  can  help  make 
it  economically  successful  for  you  — and  for 
the  host  country. 

Call  toll  free:  800-424-6742.  Or  write:  OPIC, 
1129  20th  Street  N.W,  Washington  D  C  2052| 

OPIC.  We  mean  business 
all  over  the  world. 


The  Up  &  Comers 


coupled  with  the  cost  of  adding  the 
new  computer  equipment,  took  its 
toll  on  the  balance  sheet.  Capital  ex- 
penditures increased  from  $240,000 
to  $4.7  million  between  1972  and 
1979.  So,  while  the  company  man- 
aged to  double  sales  from  $11  million 
to  $21  million  between  1972  and 
1976,  return  on  equity  was  only  7%. 
The  switch  to  high-tech  bearings 
"was  a  long,  evolutionary  process/' 
says  Kanell  simply.  But  it  eventually 
worked,  primarily  for  three  reasons. 

By  1978,  NHBB  was  getting  invited 
to  bid  on  projects  along  with  Rolls- 
Royce  competition,  and  it  was  win- 
ning its  share,  partially  on  quality  and 
partially  on  speed.  "You'll  notice  that 
all  of  our  competition  is  now  a  divi- 
sion of  someone  else,"  Kanell  says. 
"While  that  means  you  have  access  to 
the  parent  company's  capital,  you  pay 
for  that  in  terms  of  how  long  it  takes 
you  to  respond  to  an  opportunity.  I 
can  be  walking  through  the  sales  floor 


"We  had  the  reputation  of 
being  a  high-volume,  low- 
cost  house.  We  were  good  if 
you  wanted  a  Chevrolet,  hut 
if  you  wanted  a  Rolls-Royce 
you  went  elsewhere." 


and  one  of  our  people  will  be  on  the 
phone  with  a  customer  offering  us  a 
job  at  a  specific  price.  While  the  cus- 
tomer is  still  on  hold,  the  salesman  can 
ask  me  what  I  think  and  we  can  decide 
then  and  there  if  we  want  the  job," 
says  Kanell,  who  started  with  NHBB 
26  years  ago  as  a  sales  engineer.  "There 
have  been  cases  where  we've  shipped  a 
prototype  before  our  competition 
could  decide  whether  or  not  it  wanted 
to  bid  on  the  job." 

Another  key  decision  made  by 
Chairman  Daniels,  an  Annapolis 
^graduate,  was  to  go  after  the  high-tech 
jjmilitary  and  aerospace  market,  in- 
stead of  going  after  larger  equipment. 
The  move  to  high  tech  freed  NHBB 
from  head-on  competition  with  the 
Japanese.  The  precision  ball  bearings, 
with  higher  engineering,  boosted  mar- 
igins.  Now  50%  of  the  company's 
iwork  is  done  for  the  military.  There  is 
a  full-time  government  inspector  at 
the  company's  plant  in  Peterborough, 
and  NHBB  has  built  a  5,000-square- 
toot,  dust-free  room  in  which  employ- 
ees wear  space  suits  and  have  to  pass 
through  an  air  shower  to  enter. 
"When  people  hear  we  are  in  Peter- 
borough, they  picture  some  back- 
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How  to  balance 
the  books. 


To  maintain  a  strong  foothold  in  financial 
and  accounting  matters,  a  businessperson  could  use 
the  IBM  Personal  Computer. 

It  helps  with  accounts  payable  by 
generating  everything  from  vendor 
files  to  month-end  credit  records. 

It  saves  time  on  accounts 
receivable  by  printing  invoices  and 
:onsolidating  multiple  transactions. 
The  computer  even  writes  checks. 
And  it  uses  general  ledger 
packages  that  improve  control 
and  productivity  today,  so 
you  won't  be  off  balance 
tomorrow, 
lb  get  an  in-depth  account 
of  programs  from  both  Peachtree 
Software  Inc.  and  BPI  Systems, 
Inc.,  visit  an  authorized  IBM  Personal 
Computer  dealer. 
\bu'll  find  the  quality  of  the  IBM  Personal 
Computer  is  what  you'd  expect. 
The  price  isn't.  =■ ' 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


For  a  store  near  you  (or  information  from  IBM  about  quantity  purchases)  call  (800)  447-4700.  In  Illinois,  (800)  322-4400. 
In  Alaska  or  Hawaii,  (800)  447-0890. 


This  is  another  image  of  the  nation 
that  is  the  world's  largest  exporter  of  coffee. 


Brazil  is  noted  for  being  the 
world's  largest  coffee  exporter. 
But  the  Brazilian  economy 
doesn't  grow  and  thrive  on  coffee 
exports  alone. 

Last  year,  more  than  half  of 
Brazil's  23  billion  U.S.  dollars 
in  exports  consisted  of  industrial 
products  and  sophisticated 
services.  Compare  this  with  1970, 
when  exports  totaled  a  mere 
2.748  billion  U.S.  dollars. 
Today,  thanks  to  this  nation's 
development  of  economical, 
efficient  hydroelectric  power  - 
with  a  potential  estimated  at 
213,000  MW  -  Brazil  ranks  as  one 
of  the  ten  most  heavily  indus- 
trialized nations  in  the  West. 
Between  1970  and  1980, 
agricultural  production  increased 
66.77o.  And  now,  Brazil  is  close 


to  becoming  the  second  largest 
food  exporter  in  the  world. 
In  addition,  Brazil  also  exports 
planes,  ships,  shoes, 
canned  sweets,  textiles,  diverse 
technology...  and  many  other 
products  and  services  to 
key  markets  spanning  the  globe. 
In  recent  years,  the  average 
yearly  increase  in  Brazil's  Gross 
National  Product  has  been  one 
of  the  highest  in  the  world.  And, 
per  capita  income  in  1981  was  in 
the  area  of  1,990  U.S.  dollars. 
Brazil  has  a  national  territory  of 
8  1/2  million  square  kilometers 
and  a  population  of  120  million, 
half  under  20  years  of  age. 
Gross  savings  are  equal  to  25% 
of  the  GNP. 

And,  to  keep  pace  with  all  this 
development,  Brazil  has  a  great 
bank  with  70  agencies  abroad 
and  2,000  branches  within 


the  nation's  borders.  That  bank 

is  Banco  do  Brasil. 

Since  it  opened  its  first  overseas 

agency  in  1941,  Banco  do  Brasil 

has  been  a  principal  link  between 

foreign  investors  and  Brazilian 

businessmen. 

Today,  Banco  do  Brasil  stands  as 

the  main  financial  agent 

of  Brazil.  With  its  help,  you  can 

discover  all  of  Brazil's  financial 

potential  in  the  areas  of  business 

dealings,  investments, 

and  mutually  profitable  joint 

ventures  with  your  Brazilian 

counterparts. 


j£  BANCO  DO  BRASIL 

\bur  gateway  to  business  in  Brazil. 


OVER  2,000  BRANCHES  IN  BRAZIL  •  BRANCHES  AND  OFFICES  IN  ABIDJAN  •  AMSTERDAM  •  ANTOFAGASTA  •  ASUNCION  •  ATLANTA  •  BARCELONA 
BOGOTA  •  BRUSSELS  •  BUENOS  AIRES  •  CAIRO  •  CARACAS  •  CASABLANCA  •  CHICAGO  •  COCHABAMBA  •  COLON  •  CONCEPClON  •  DAKAR  •  DALLAS 
FRANKFURT  •  GENEVA  •  GRAND  CAYMAN  •  HAMBURG  •  HOUSTON  •  LAGOS  •  LA  PA.  •  LIBREVILLE  •  LIMA  •  LISBON  •  LONDON  •  LOS  ANGELES  •  MACAO 
MADRID  •  MANAMA  •  MENDOZA  •  MEXICO  CITY  •  MIAMI  •  MILAN  •  MONTEVIDEO  •  MONTEVIDEO  (OLD  CITY)  •  NEW  YORK  •  OPORTO  •  PANAMA 
PARIS  •  PARIS  (OPERA)  •  PAYSANDU  •  PUERTO  PRESIDENTE  STROESSNER  •  QUITO  •  RIVERA  •  ROME  •  ROTTERDAM  •  SAN  FRANCISCO  •  SAN  JUAN 
SANTA  CRUZ  DE  LA  SIERRA  •  SANTIAGO  •  SINGAPORE  •  STOCKHOLM  •  SYDNEY  •  TEHRAN  •  TOKYO  •  TORONTO  •  TUNIS  •  VALENCIA  •  VALPARAISO 
VIENNA  •  WASHINGTON  •  ZURICH 


The  Up  &  Comers 


woods  operation  where  employees 
work  in  leather  aprons,"  Kanell  says. 
"It  isn't  quite  the  case." 

The  Japanese  can  be  credited  for  the 
final  component  of  NHBB's  success. 
By  driving  all  but  NHBB  from  the 
high-volume,  low-cost,  miniature- 
ball-bearing  market,  Japan  left  Ameri- 
can manufacturers  with  only  one 
choice  if  they  wanted  to  buy  Ameri- 
can— a  growing  concern  for  both  man- 
ufacturers and  the  military.  With  the 
explosion  of  the  personal  computer 
market  (Forbes,  Feb.  J 5  and  Aug  2), 
finding  a  domestic  manufacturer  has 
become  important.  "These  guys  (the 
computer  manufacturers)  are  con- 
cerned about  Japan  copying  what  they 
have  done.  This  gives  us  an  edge." 

It  also  gives  NHBB  rapidly  increas- 
ing sales.  Primarily  on  the  strength  of 
the  computer  market,  in  the  last  two 


"There  have  been  cases 
where  we've  shipped  a  pro- 
totype before  our  competi- 
tion could  decide  whether 
or  not  it  wanted  to  bid  on 
the  job." 


years  NHBB's  sales  increased  36%,  to 
$60.6  million.  Over  the  last  five  years 
the  company  has  averaged  a  16.3% 
return  on  equity  on  relatively  little 
debt — 25%  of  total  capital — and  earn- 
ings per  share  have  increased  70%. 

The  question  is  where  to  go  from 
here.  The  small-ball-bearing  market 
is  estimated  to  be  about  $350  million 
a  year.  So,  even  with  the  $140  million 
held  by  the  Japanese,  NHBB  has  some 
room  to  grow,  but  not  enough  to  satis- 
fy Kanell.  So  he  is  looking  to  three 
new  directions. 

"If  you  make  a  ball  bearing  ivith  its 
assembly  you  are  talking  about  a  $70 
item,  as  opposed  to  $12  for  just  the 
bearings,"  Kanell  says.  "Also,  if  a  cus- 
tomer is  buying  from  NHBB  ball  bear- 
ings contained  in  an  assembly,  when 
it  looks  for  replacement  parts  it  will 
not  be  looking  for  just  the  bearings." 

Then  there  are  acquisitions.  The 
company  is  sitting  on  more  than  $4 
million  in  cash,  has  reduced  long- 
term  debt  to  just  19%  of  total  capital 
and  has  a  $4  million  line  of  bank 
credit.  What  is  Kanell  looking  for?  "A 
small  metal-working  shop  that  makes 
small  gears,  for  example,  would  fit," 
he  says.  Further  in  the  future  is  a  plan 
to  move  into  bigger  bearings,  but  this 
would  be  a  costly  step,  since  the  com- 
pany's current  line  stops  with  bear- 
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How  to  put  the 
big  board  on  a 
small  screen. 


To  take  stock  of  the  situation,  an  investor 
could  use  the  IBM  Personal  Computer. 

With  our  Dow  Jones'"  Reporter,*  a  device 
called  a  modem1'  and  a  telephone,  you  can  access 
Wall  Street  and  the  world. 

Tap  the  Dow  Jones 
News  /Retrieval  Service1"  for 
historical  and  current  stock 
quotes  —  day  or  night. 
(Use  our  Dow  Jones 
Reporter  not  only  for  easy 
access,  but  to  save  money 
on  connect  time.) 
Pull  10K  extracts  of 
over  6,000  companies. 

Get  industry  news. 
Even  enjoy  sports  news 
when  you've  had  your 
fill  of  business. 

To  better  manage  your 
portfolio,  visit  an  authorized 
IBM  Personal  Computer  dealer.  And 
learn  how  a  small  IBM  investment  can  give 
you  a  high  yield  in  quality,  power  and 
performance.  ==^=  s=* 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


For  a  store  near  you  (or  for  information  from  IBM  about  quantity  purchases)  call  (800)  447-4700.  In  Illinois, 

(800)  322-4400.  In  Alaska  or  Hawaii,  (800)  447-0890.       *Dow  Jones  is  a  trademark  of  Dow  Jones  &  Company,  Inc. 

tNot  supplied  by  IBM. 
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The  Mercedes-Benz  300DTurbodiesel: 
Americas  best -performing  diesel  is  also  one 
of  the  worlds  most  civilized  sedans. 


A  diesel  that  loves  hills  and  sprints  away  from  stoplights ...  a  sedan  that  laps  up 
sports  car  roads.  The  300  D  Turbodiesel  is  both.  Meanwhile,  it  coddles  you  and  your 
passengers  in  that  secure  comfort  unique  to  the  automobiles  of  Mercedes-Benz. 


i  ^"ercedes-Benz  engineers 
.  V  A  have  extracted  more  sheer 
•ower  from  the  300  D  Turbo- 
iesel  Sedan's  five-cylinder 
ngine  than  any  other  engi- 
eers  have  yet  extracted  from 
ny  other  passenger  car  diesel, 
|uge  domestic  V-8's  included. 
'  Their  secret  was  to  couple  an 
idvanced  engine  design  with  a 
jower-boosting  turbocharger. 
ven  other  turbocharged  diesels 
re  left  flatfooted;  this  spacious, 
jlid,  3585Tb.  five-passenger 
lercedes-Benz  sedan  ranks  as  the 
est  performer  of  any  diesel  auto- 
lobile  sold  in  America. 

The  300  D  Turbodiesel  is  mean- 
hile  perhaps  the  most  conscientious 
erformance  automobile  in  Amer- 
a,  because  it  is  so  inherently  effi- 
ent  that  EPA  figures  show[27|mpg 
ty  estimated  and  33  highway*  An 
most  uncanny  balance  of  power 
id  frugality  is  thus  struck. 

So  exotic  is  engine  technology 
lat  the  interior  of  each  moving 
iston  is  constantly  cooled  by  pre- 
sely  timed  jets  of  oil.  But  deep 
3wn  this  is  still  a  diesel:  a  rugged, 
liability-minded  diesel  that  will 
ever  require  a  conventional 
me- up. 

Do  not  disturb 


liquid-smooth  and  seemingly  fric- 
tionless.  The  shift  lever  is  mounted 
down  on  the  transmission  tun- 
nel-but look  again.  The  quadrant 
reads  P-R-N-D-S-L.  It  is  no  mere 
automatic  but  a  four-speed  auto- 
matic, and  is  designed  to  serve 
equally  well  when  shifted  by  hand. 
America's  most  advanced  automo- 
tive braking  system  is  four-wheel 
disc  braking.  An  11-inch  disc  brake  is 
fitted  to  every  wheel  of  every  300  D 
Turbodiesel  Sedan. 

Mercedes-Benz  engineers  care  lit- 
tle if  the  outside  world  knows  that 
total  swept  brake  area  is  a  massive 
456.5  square  inches,  or  that  the 
300  D's  front  suspension  geometry 
is  devised  to  help  minimize  front- 
end  "nose  diving"  in  hard  stops. 
Their  main  concern  is  that  the  driver 
is  better  served  by  these  and  myriad 
other  technical  flourishes. 

Designed,  not  decorated 

Even  when  fully  padded  and 
finished,  the  interior  of  the  300  D's 
welded  steel  body  shell  measures 
almost  five  feet  in  width-sufficient 
to  easily  accommodate  three  adults 
in  the  rear  seating  area,  for  example. 
Electronic  cruise  control,  AM/FM 
stereo  radio/cassette  player,  auto- 
matic climate  control  system  and 
electric  window  lifts-whatever 
conventional  luxury  sedans  furnish 
by  way  of  real  conveniences,  so 
does  this  sedan. 

Garishness,  however,  is  absent. 


The  instrument  panel  is 
no  entertainment  center  twin- 
kling with  gadgetry  but  an 
exercise  in  ergonomics,  meant 
to  ease  the  driver's  task  by 
simplifying  it. 

The  engineers  continuously 
strive  to  make  driver  controls 
fewer  and  less  awkward  to 
use,  and  so  reduce  driving 
complexity.  Item:  the  single 
steering-column  lever  that  lets 
you  perform  nine  different  driv- 
ing functions-without  taking  your 
hands  off  the  wheel. 

Seats  are  not  designed  to  look  lux- 
urious but  to  so  support  your  body 
that  you  feel  relaxed,  even  after  an 
all-day  drive. 

Interior  wood  trim  is  genuine 
wood  from  the  Mercedes-Benz 
shops,  handworked  and  fitted  and 
finished.  A  small  thing,  but  it  epito- 
mizes this  car's  unremitting  honesty 
of  character-as  its  120  built-in  safety 
features  epitomize  its  seriousness  of 
character. 

The  luxury  of  retained  value 

The  300  D  Turbodiesel  boasts  a 
final  and  powerful  distinction.  As  a 
Mercedes-Benz,  it  shares  a  name  so 
coveted  by  American  buyers  today 
that  after  the  first  three  years,  the 
entire  Mercedes-Benz  tine— not  just  a 
few  isolated  models-has  been 
shown  to  retain  an  average  of  84 
percent  of  original  value. 

If  retained  value  is  a  form  of  lux- 
ury, then  perhaps  the  300  D  Tur- 
bodiesel is,  after  all,  a  luxury  car. 
*EPA  estimate  for  comparison  purposes. 
The  mileage  you  get  may  vary  with  trip 
length,  speed  and  weather.  Actual  high- 
way mileage  will  probably  be  less. 

©1982  Mercedes-Benz  N.A.,  Inc.,  Montvale,  N.J. 


Engineered  like  no  other 
car  in  the  world 


The  Up  &  Comers 


ings  just  under  3  inches  in  diameter. 
"To  move  into  larger  bearings  would 
ultimately  cost  $30  million  to  $40 
million  for  equipment,"  he  says. 

That  could  be  paid  for  by  suitors 
who  are  forever  dropping  by.  "We  are 
courted  almost  constantly,"  Kanell 
says.  "And  these  big  companies  can 
be  mighty  persuasive."  But  not  per- 
suasive enough  to  convince  Daniels, 
who  with  his  wife  owns  about  18%  of 
the  stock,  controls  another  5%  or  so 
and  without  whom  a  takeover  would 
be  difficult.  But  Daniels  is  73,  not  in 
the  best  of  health  and  has  a  strict  rule 
against  nepotism. 

What  happens  when  Daniels  is  no 
longer  in  the  picture?  The  general  feel- 
ing within  the  company  is  that  it  will 
finally  be  acquired.  "It  might  be  inevi- 
table," Kanell  says  sadly.  When  you 
are  small,  make  the  right  decisions  and 
don't  control  the  stock,  that  is  often 
the  price  you  have  to  pay.  Thornton 
Wilder  would  have  understood. 

Borrowing  the 
Midas  touch 

W-  e  didn't  invent  the  wheel,"  says 
Victor  Loscalzo,  "we  just  pointed 
the  wheel  in  the  direction  it's  going  to 
go."  If  you  substitute  tail  pipe  for 
wheel,  you  can  understand  what  Lo- 
scalzo, president  of  Superior  Muffler 
Centers,  Inc.,  is  talking  about.  Superi- 
or is  taking  aim  at  Midas,  which 
dominates  the  $3  billion  (annual  re- 
tail sales)  exhaust-repair  business. 

Superior  differs  from  typical  fran- 
chise operations  because  it  seeks  out 
automotive  service  businesses  al- 
ready in  operation — gas  stations,  auto 
parts  outlets,  new-car  dealers,  tire 
dealers,  even  car  washes — and  helps 
them  convert  some  facilities  into 
minispecialty  shops  for  exhaust-re- 
pair work.  It  costs  only  about  $15,000 
to  make  the  conversion  and  become  a 
dealer,  and  Superior  will  help  finance 
that.  Dealers  get  branded  mufflers  and 
pipes  25%  to  35%  cheaper,  plus  ad- 
vertising and  promotional  assistance 
and  a  pipe-bending  machine  so  they 
can  reduce  inventory  costs  by  cus- 
tom-bending tail  pipes  for  each  job 
instead  of  having  to  store  countless 
varieties  of  prebent  pipes.  To  top  it 
off,  Superior  gives  them  a  lifetime 
guarantee  on  all  replacement  parts 
and  labor.  In  these  days  of  gasoline 
glut,  Superior's  offer  has  a  lot  of  ap- 
peal to  the  troubled  service-station 
owner.  He  can  make  profitable  use  of 
that  idle  service  bay  for  a  low  capital 


Victor  Loscalzo  of  Superior  Muffler 
Bigger  in  dealers,  but  not  in  dollars. 


investment.  There's  practically  no 
new  overhead  created.  Best  of  all,  Su- 
perior takes  relatively  little  once  the 
franchise  is  in  operation.  The  com- 
pany charges  just  8%  of  the  gross  on 
exhaust  jobs  for  co-op  advertising.  Su- 
perior makes  almost  all  its  money 
from  parts  sales. 

By  comparison,  a  Midas  muffler 
franchise  is  far  costlier.  Recent  start- 
ups for  Midas  dealerships,  which 
must  be  freestanding  shops  dedicated 
solely  to  exhaust  and  brake  work,  run 
around  $350,000  or  more,  including 
about  $135,000  up  front  for  equip- 
ment, inventory  and  working  capital. 
Then  Midas  takes  10%  of  the  shop's 
entire  pretax  gross  for  royalties  and 
advertising.  And  the  Midas  parts-and- 
labor  guarantee  applies  only  to  muf- 
flers, not  to  pipes  and  fittings. 

With  that  kind  of  difference  in 
startup  costs,  it  should  be  no  surprise 
that  Superior  passed  Midas  in  num- 
bers of  dealers  in  1977,  four  years  after 
it  started.  Today  it  has  2,300  dealers 
in  the  U.S.  and  Canada,  compared 
with  about  1,300  shops  for  Midas,  and 
is  adding  almost  two  for  every  one 
Midas  adds.  Does  that  mean  that  Su- 
perior is  bigger?  Not  by  a  long  shot. 
The  dollar  volume  of  Midas'  retail 
repair  work  last  year  was  substantial- 
ly higher  than  $250  million.  Superi- 
or's was  about  $100  million.  Even  so, 
last  year  Superior  netted  $2  million 
on  parts  sales  of  $18  million,  up  more 
than  30%  over  the  year  before. 

That  growth  should  continue  for  a 
while.  Thousands  of  service  stations, 
oil-company  franchisees  and  repair 
shops  will  close  in  1982,  a  continu- 
ation of  a  trend  that  has  seen  35%  of 
the  nation's  226,000  service  stations 
close  since  1972.  For  many  such  busi- 
nesses, the  cheap  diversification  that 


Superior  offers  could  make  a  life-and- 
death  difference.  If  Superior  manages 
to  get  its  goal  of  6%  of  the  total  retail 
exhaust-repair  work  over  the  next  five 
years,  that  would  mean  about  $70 
million  in  wholesale-parts  sales. 
From  there  Loscalzo  wants  to  branch 
out  to  Europe  and  increasingly  into 
brake  jobs,  product  additions  and 
sales  of  hydraulic  lifts  and  other  facili- 
ties. "We  can  sell  practically  anything 
to  our  network  of  dealers,"  he  says. 
"We're  really  a  national  cooperative 
buying  system,  doing  for  service  sta- 
tion owners  what  the  oil  companies 
should  have  done  for  them  many 
years  ago." 

Financing  those  ambitions  may  be 
tough.  People  may  be  using  Superior 
outlets  because  they're  driving  their 
cars  longer,  but  they  are  also  making 
more  claims  against  its  uncommonly 
generous  warranty.  Last  year  that 
meant  over  half — $  1 .2  million — of  Su- 
perior's profits  were  sliced  off  the  bot- 
tom line.  That  brought  the  profit  mar- 
gin down  from  11.1%  to  4.4%.  Still, 
Loscalzo  intends  to  maintain  Superi- 
or's guarantee  policy,  stressing  it 
helps  make  him  different  from  Midas. 
You  have  to  wonder  how  long  he  can 
afford  to  do  that  and  remain  private.  It 
is  one  thing  to  outmarket  the  giants 
in  your  field;  making  money  while 
doing  it  is  harder. — Steven  Flax 

Handing  over 
the  payroll 

Bill  Ingraham  was  so  concerned 
about  losing  employees  from  his 
commercial  printing  company  in 
Cortland,  N.Y.  that  he  fired  all  nine  of 
them.  They  were  delighted,  he  says, 
and  nowadays  business  is  just  fine, 
thank  you. 


UliPLINGTON 

NORTHCRM 


BURUNGTON 

NORTHERN  ^^^W 


C  O  N  R  A  II 


WHIM 

Can  you  spot  the  five  cars  headed  for  Wyoming? 


rhe  mind-boggling  job  of  keeping  track 
3f  trains  in  a  switching  yard  is  handled 
3y  a  giant  computer  console. 

rhis  computer  receives  its  signals  over 
Dur  3M  Scotchflex  Cable/Connector 
System.  It's  a  color-coded  system  of 
;ables,  connectors,  assembly  equipment 
and  accessories  that  puts  complex 
nstallations  on  a  fast  track. 

By  listening  to  peoples  needs,  we've 
□ioneered  over  600  products  to  serve 


the  needs  of  the  electronics  and 
electrical  manufacturing  industries. 

We've  developed  everything  from 
magnet  materials  for  computers  to 
components  that  protect  transformers 
from  ruinous  overheating. 

All  because  at  3M,  we're  in  the  business 
of  hearing.  So  let  us  hear  from  you. 

3M  hears  you... 


For  your  free  3M  Electronics/Electrical 
Manufacturing  Brochure,  write: 
Department 030210/3M,  P.O.  Box 4039, 
St.  Paul,  MN  55104. 


Name  

Address. 
City  


_  State 


-Zip_ 


Or  call  toll-free:  1-800-323-1718, 

Operator  363.  (Illinois  residents  call 
1-800-942-8881.) 


3M 


SmithKline 

SmithKline  Beckman  Corporation/World  Headquarti 


When  world  leaders  in  technology  unite, 
the  results  are  worth  watching. 

SmithKline  and  Beckman  Instruments, 
both  converging  on  answers  to  key  challenges  in 
health  care  and  human  well-being,  are  now 
SmithKline  Beckman  Corporation. 

Through  innovation,  our  businesses  have 


achieved  combined  compound  annual  growth 
rates  of  25%  in  net  earnings  and  19%  in  sales 
from  1972  through  1981 .  In  1982,  sales  will  sur- 
pass $3  billion  and  we'll  reinvest  a  quarter  billic 
dollars  in  R&D,  planning  sustained  growth  in 
sales  and  earnings  for  years  to  come. 

Look  into  two  of  the  many  worlds 


Converging 


Beckman 

One  Franklin  Plaza/Philadelphia,  PA  19101 


mithKline  Beckman: 

In  Eye  Care,  we  hold  first  place  in  the  U.S. 
thalmic  and  contact  lens  accessories  market. 
Edition,  we're  exploring  ophthalmological 
lications  for  our  unique  expertise  in  histamine 
peptide  technologies.  In  the  eye  above,  a 
er  chemical  helps  monitor  glaucoma-related 

technologies 


phenomena. 

In  Physiological  Monitoring,  we  continue  to 
innovate  precision  systems  for  clinicians  and 
researchers.  One  of  some  6,000  Beckman  prod- 
ucts is  the  automated  unit  above,  for  assessing 
metabolic  and  respiratory  variables. 

Look  into  SmithKline  Beckman.  And  look 
into  the  future. 


How  dareThe  Glenlivet 
be  so  expensive? 


How  dare  we  place  such 
a  premium  on  our  12-year-old 
Scotch?  The  same  reason  vintage 
wines  and  fine  cognacs  are  so 
expensive.  Superior  taste.  Just 
one  sip  and  you'll  know  that 
The  Glenlivet  has  a  taste  that's 
decidedly  superior. 

The  Glenlivet  is 
Scotland's  first  and  finest  single 
malt  Scotch.  Nothing  but 
100%  Highland  malt  whisky, 
distilled  from  natural  spring 
water  and  fine  malt  barley, 
aged  in  oaken  casks,  just  as  it 
always  has  been. 


Only  our  time-honored 
methods  can  truly  achieve 
The  Glenlivet's  unequaled  taste. 
A  taste  that  sets  it  apart.  Its 
smoothness,  body  and  bouquet 
are  qualities  found  only  in  this 
unique  Scotch. 

Of  course,  you  may  elect 
to  purchase  a  good  Scotch  that's 
less  expensive.  But  for  a  truly 
superior  taste,  you  have  to  pay 
the  greater  price. 

The  Glenlivet 

12-year-old  unblended  Scotch. 
About  $20  the  bottle. 
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Ingraham's  staff  is  now  employed 
by  Paystaff,  Inc.,  a  novel  employee- 
leasing  firm  that  may  be  too  good  to 
be  true.  You  can't  fault  Carmen  Arno 
Jr.,  owner  of  the  $6  million  (projected 
1982  sales)  Los  Angeles  venture,  for  a 
lack  of  courage.  Three  years  ago  the 
38-year-old  accountant  decided  that  a 
lot  of  small  businessmen  would  pay 
him  to  take  care  of  the  headaches  of 
employee  administration — pensions, 
withholding,  insurance,  even  raises, 
hirings  and  firings.  He  was  right. 
More  than  300  business  owners — 
most  of  them  in  California,  New 
York  and  Texas — have  turned  their 
workers  over  to  Paystaff,  which  pays 
their  salaries,  handles  their  benefits, 
even  counsels  them  on  matters  like 
personal  bankruptcy.  Paystaff  then 
leases  them  back  to  the  small  busi- 
ness owners,  who  retain  control  of 
the  business. 

What's  in  it  for  Paystaff?  By  pooling 
more  than  1,500  workers,  Arno  econ- 
omizes on  benefits.  Programs  like 
self-insurance  and  preventive  health 
care  further  reduce  his  expenses. 
Whereas  the  average  firm  spends  37% 
of  its  payroll  on  benefits,  Arno  says  he 
can  do  it  for  30%.  Including  his  5% 
fee,  Arno  claims  to  offer  his  service  at 
about  the  same  cost  as  current  pay- 
roll, despite  a  benefit  package  with 
such  plums  as  $2  prescriptions  and 
adoption  counseling.  He  netted  2% 
on  sales  of  $1.9  million  last  year,  and 
expects  about  the  same  margin  for  his 
projected  sales  of  $6  million  this  year. 
"The  key, "  he  says  in  a  notable  under- 
statement, "is  keeping  costs  down." 

Ingraham,  who  figures  Paystaff 
costs  him  only  6%  more  than  his  pay- 
roll did,  is  happy  now  that  his  benefits 
at  Cortland  Press  exceed  those  at  the 
unions  that  once  were  so  tempting. 
And  in  Minnesota,  where  the  North- 
field  Medical  Clinic  is  the  only  Pay- 
staff  company,  the  owners  and  work- 
ers are  also  content.  "We  have  a  good 
benefit  plan — better  than  we  had  be- 
fore," says  the  office  manager.  "Oth- 
erwise there's  no  feeling  of  change. 
And  we  still  have  the  office  Christ- 
mas party."  Indeed,  only  two  clients 
have  left  Paystaff,  and  one  of  those 
was  asked  to  do  so. 

But  Arno  admits  that  rising  premi- 
ums from,  say,  a  blowout  in  a  self- 
insurance  plan  would  force  him  to 
raise  his  fee.  With  a  margin  of  only 
2%,  there's  no  room  to  maneuver. 
Trouble  is  you  can  raise  the  fee  only 
so  much  before  the  cost  outweighs 
the  benefits.  For  existing  Paystaff  cli- 
ents, however,  getting  out  may  be 
tough,  once  employees  understand- 
ably get  used  to  benefits  the  company 
can't  afford. — Robert  McGough 


The  Up  &  Comers 


After  years  of  red  ink,  BJ.  McRae  hit  it  big 
in  combat  boots.  Now  he's  expanding,  in 
the  face  of  overcapacity. 


Fortitude 


By  John  A.  Byrne 


Branson  J.  McRae  well  remem- 
bers the  day  in  1967  when  op- 
portunity knocked.  At  a  meet- 
ing in  Philadelphia  a  military  procure- 
ment officer  told  some  40  footwear 
manufacturers  that  the  government 
would  no  longer  accept  combat  boots 
with  stitched-on  soles  and  heels.  The 
boots  didn't  hold  up  against  the  wet 
and  marshy  fields  of  Vietnam.  So  the 
government  wanted  boots  with  mold- 
ed rubber  bottoms. 

"I  was  there  and  I  heard  what  the 
man  said,"  recalls  McRae  in  a  Caroli- 


na drawl.  "He  said,  'You  contractors 
can  write  all  the  letters  you  want  to 
your  senators  and  congressmen.  You 
can  whine  and  moan  and  bitch.  But 
those  of  you  who  change  over  will  get 
the  business,  and  those  of  you  who 
don't  won't  get  no  business.'  " 

McRae,  a  62-year-old  with  a  mane 
of  white  hair,  was  all  smiles  when  he 
heard  the  news.  For  almost  seven 
years  his  McRae  Industries  in  tiny  Mt. 
Gilead,  N.C.  had  been  churning  out 
children's  shoes  with  molded  soles 
and  heels.  He  may  not  have  earned  a 
dime  for  years,  but  he  had  a  rubber 
mill  at  his  plant  and  had  the  molding 


Branson  J.  McRae  of  McRae  Industries 

"Just  hang  in  there,  buddy,  those  who  get  impatient  will  sell  out  cheap. 
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The  more 

your  company  rents, 


the  Thriftier  we  get. 

Thrifty  starts  off  being  thrifty.  Our  airport  pickup  service  saves 
you  money  even  the  first  day.  When  you  rent  for  two,  three  days 
or  more,  we  save  you  a  lot  of  money. 

When  you  multiply  that  by  all  the  days  your  people  rent 
cars  in  a  year,  you  can  put  the  result  straight  into  your  profit 
column. 

And  a  Thrifty  Special  Account  gives  you  a  significant 
reduction  from  our  already  lower  price. 

To  find  out  just  how  much  your  company  can  transfer  from 
the  expense  column  to  the  profit  column,  call  our  Special 
Account  Hot  Line.  The  more  you  rent,  the  Thriftier  we  get. 

Special  Account  Information  Hot  Line 

800/331-3550 

In  Oklahoma  call  918/665-3930 

Or  write  Frances  Miller,  Thrifty  Rent-A-Car  System,  Inc., 
P.O.  Box  35250,  Tulsa,  OK  74135. 


We  feature  Genera!  Motors  cars  like  this  Chevrolet  Caprice  Classic. 

rr   =av 


Thrifty 

■  rent-a-car 
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The  Up  &  Comers 


process  down  pat.  "I  would  have  bet 
my  last  dollar  that  this  was  my 
chance  to  make  it,"  says  McRae. 

So  McRae  did  an  about-face,  fo- 
cused on  combat  boots  and  hit  pay 
dirt  on  his  first  contract,  in  1967. 
Even  after  the  fighting  stopped  in 
Vietnam,  McRae  continued  to  coin 
money  in  combat  boots.  As  a  low-cost 
producer  he  was  able  to  survive  the 
shakeout  that  followed  war's  end. 
Things  have  improved  mightily  since. 
In  the  past  five  years  little  $13.9  mil- 
lion (sales)  McRae  has  been  among 
the  most  profitable  companies  in  the 
U.S.,  with  an  average  48.7%  return  on 
equity  and  virtually  no  debt.  McRae 
stock,  little  noticed  until  1980,  shot 
up  from  50  cents  to  a  recent  $10  on 
tbe  o-t-c,  making  McRae's  personal 


"J  was  there  and  I  heard 
what  the  man  said,"  recalls 
McRae  in  a  Carolina  drawl. 
"You  contractors  can  write 
all  the  letters  you  want  to 
your  senators  and  con- 
gressmen. You  can  whine 
and  moan  and  bitch.  But 
those  of  you  who  change 
over  will  get  the  business." 


30.5%  holding  in  the  company  worth 
about  $4.2  million. 

Wall  Street's  enthusiasm  comes  at 
a  curious  time.  This  year  overcapacity 
in  the  industry  has  severely  squeezed 
margins,  causing  McRae's  net  to  fall 
25%  in  the  first  three  quarters,  on  a 
7%  decline  in  sales.  But  if  McRae  is 
worried,  he  doesn't  show  it.  Instead 
he  talks  about  how  annoying  it  is  that 
the  recession  will  delay  the  break- 
even of  his  computer  software  busi- 
ness. Computer  software  business? 
Well,  it  seems  that  when  he  asked 
two  local  engineers  to  help  him  com- 
puterize his  piecework  accounting, 
they  came  up  with  a  laser-wand  sys- 
tem that  could  read  worker-prepared 
piecework  cards.  They  even  cracked 
an  IBM  code  in  the  process.  Because 
the  system  eliminates  the  need  to 
punch  in  every  worker's  card  ind  vid- 
ually,  McRae  decided  to  marke'  the 
process.  He  thinks  it  will  be  a  hit  with 
any  piecework  operation  once  busi- 
ness picks  up. 

Tooling  along  winding  roads  in  the 
Carolina  countryside  in  his  gleaming 
gold  Mark  VI  Continental,  McRae  be- 
gins talking  about  fortitude,  the 
motto  that  is  emblazoned  on  the  fam- 
ily's Scottish  coat  of  arms.  "Forti- 
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How  to  get 

to  the  Middle  East 
and  Africa*  Rested* 


DEPART  NEW  YORK,  ATLANTA,  CHICAGO,  HOUSTON,  LOS  ANGELES,  ANCHORAGE 


2. 


ARRIVE  IN  AMSTERDAM 


Stay  on  the  way  to: 


KUALA  LUMPUR 
SINGAPORE 


JAKARTA 


International 
flights  to 
cities  halfway 
around  the 
world  ar  e  ex- 
hausting for 
almost  everyone 
Fbr  the  vacationer, 
this  experience  can 
be  a  disorienting  inconvenience. 

However,  for  the  pressured 
business  traveler  the  burden  of 
jet  lag  is  especially  heavy. 

Increasingly,  business  travelers 
are  discovering  it  makes  sense  to 
divide  their  trip  with  a  rest  stop 
along  the  way.  Many  corporations 
encourage  their  executives  not  to 
fly  straight  through.  A  work  day  is 
simply  more  productive  when  you 
arrive  relaxed. 


Y   m    The  seat  that  comes 
J    9   with  a  hotel  room. 

L  M      It  makes  wonderful  sense 
to  catch  your  breath  in 
m      Amsterdam  when  connect- 
ing for  flights  to  or  from  Dubai, 
Abu  Dhabi,  Lagos  or  any  of  40 
Middle  Eastern,  Ear  Eastern  or 
African  business  centers. 

All  KLM  Royal  Class  and  Business 
Class  passengers  to  these  cities 
are  entitled  to  a  deluxe  hotel  room. 
It's  part  of  KLM's  "Stay-on- 
the-Way"  plan. 

In  addition  to  a  spacious  room 
for  either  a  day  or  overnight,  you'll 
receive  motorcoach  transportation 


between  the 

airport  and  the  city  and  a 
$16  credit  toward  a  delight- 
ful meal  at  your  hotel, 
all  at  no  extra  cost. 

Amsterdam. 
The  center  of 
Europe. 

Amsterdam  is  the  very  center 
of  European  air  travel.  And 
Amsterdam  has  only  one  airport 
with  only  one  terminal.  All  under 
one  roof.  Here  you'll  find  more 
than  1,284  weekly  connections  to 
125  cities  in  Europe,  the  Middle 
East,  the  Ear  East  and  Africa. 

For  reservations,  call  your 
Travel  Agent,  your  corporate 
travel  department  or  KLM. 


KLM 


Royal  Dutch  Airlines 

The  airline  of  the  international  business  traveler 


THE  WORLD'S 
MOSTADVANCE 

COPIER  LOOKS 
EVEN  BETTER 
THIS  YEAR. 


LAST  YEAR  THIS  YEAR 


Last  year,  the  eye  on  the  left  was  the  state  of  the  art  in 
copier  reproduction.  Whites  had  never  been  whiter.  Blacks  had 
never  been  blacker. 

But  as  our  little  eye  test  proves,  the  world's  most  advanced 
copier  is  even  more  advanced  this  year. 

The  Xerox  9500  now  has  Photo  Contrast  Control. 


So  for  the  first  time,  a  copier  can  actually  take  something 
is  difficult  as  an  ordinary  photograph.  And  make  copies  as 
)eautiful  as  the  original. 

The  results  are  right  before  your  eyes. 
But  the  9500  does  far  more  than  make  the  world's  best- 
Doking  copies.  It  makes  them  faster  than  any  other  copier  on 
the  market.  Two  copies  per  second.  That's  7200 
=.  r~  copies  per  hour. 

It  also  does  more  different  jobs 

_  than  any  other  copier. 

It  collates.  Sorts.  Even  copies  on 

Tie  Xerox  9500  Copier/Duplicator       i  J   J-    •  1  a  •  11 

with  Photo  contrast  Control,    tabs  and  dividers.  Automatically 
It  makes  variable  reductions  down  to  61.5% .  And 

tandles  more  weights  of  paper  than  any  other  copier.  Both 

;oing  in.  And  coming  out. 

That's  just  the  oeginning.  For  more  information  and  an 

ctual  9500  copy  of  an  ordinary  photograph  (the  reproduction 

i  an  ad  simply  can't  do  it  justice),  call  800-828-6210,*  operator 

31.  Or  mail  in  the  coupon  below. 

Once  our  copier  goes  head  to  head  with  yours,  you'll 

se  eye  to  eye  with  us. 

'd  like  □  a  sales  representative  to  contact  me  □  a  demonstration 
]  a  sample  copy  and  more  information. 
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tude,"  he  says,  "will  serve  you  when 
nothing  else  will.  Just  hang  in  there, 
buddy,  hecause  those  who  get  impa- 
tient will  sell  out  cheap.  Those  who 
persevere  will  reap  the  harvest." 

MeRae  knows  what  he's  talking 
ahout.  Starting  out  as  a  carpenter's 
helper  in  1937  for  20  cents  an  hour,  he 
eventually  amassed  enough  money  to 
go  into  the  construction  business 
with  a  couple  of  his  brothers  after  the 
war.  As  the  Sunbelt  boomed,  the 
McRae  Brothers  Manufacturing  Corp. 
flourished,  landing  contracts  to  put 
up  stores,  churches  and  homes 
throughout  Montgomery  County.  In 
time  McRae  became  a  prominent 
businessman  and  worked  to  attract 
new  business  into  the  area. 

The  portly  Southerner  convinced 
several  local  businessmen  to  put  up 
$200,000  in  cash  to  persuade  a  New 
York  footwear  company  to  relocate  in 
an  old  school  building  he  had  pur- 
chased in  1955  tor  $5,600  and  was 
using  as  a  warehouse.  But  at  the  last 
minute  the  New  York  company 
moved  instead  to  Selma,  Ala. 

Says  McRae:  "I  felt  embarrassed 
about  it  and  said,  'Let's  see  if  we  can 
get  somebody  else.'  "  That  somebody 
turned  out  to  be  himself.  Call  it  pride, 
or  community  spirit,  or  perhaps  em- 
barrassment, but  Branson  McRae  de- 
cided to  turn  his  schoolhouse/ ware- 
house into  a  shoe  factory  himself.  "I 
didn't  know  a  damn  thing  about  mak- 
ing shoes,  but  I  took  a  chance." 

For  a  third  of  the  new  venture's 
stock  McRae  chipped  in  $100,000 
cash  and  assets,  including  the  remod- 
eled school  building.  He  bought 
$25,000  worth  of  used  sewing  ma- 
chines and  $20,000  worth  of  new 
molding  presses  and  hired  the  former 
plant  manager  at  another  children's 
shoe  company  to  set  up  shop.  Armed 
with  a  total  $300,000  in  startup  cap- 
ital from  selling  the  remaining  two- 
thirds  of  the  company  to  local  inves- 
tors, McRae  set  forth  to  become  a 
national  children's  shoe  manufactur- 
er in  1959. 

Trouble  was  McRae  hadn't  done 
any  financial  planning  and  had  no 
idea  what  marketing  was  ail  about.  By 
the  time  he  had  rolled  out  a  brand 
name  shoe,  Grow-Ri^ht,  he  discov- 
ered he  had  no  money  left  to  advertise 
it.  And  there  was  no  fallback.  As  a 
newcomer  to  the  business,  he  lacked 
the  contacts  and  experience  to  sell 
private-label  shoes  to  stores.  McRae 
survived  for  the  next  seven  years  by 
handing  over  a  greater  stake  in  the 
company  to  an  outside  investor  in 
exchange  for  additional  apital. 

So  it  was  a  hungry,  much  chastened 
Branson  McRae  who  took  a  flier  on 


The  Up  &  Comers 

combat  boots  in  1967.  Borrowing 
$200,000  from  the  Small  Business  Ad- 
ministration to  tool  up,  McRae 
earned  enough  profit  on  his  first  con- 
tracts to  retire  that  debt  in  1 1  months. 
"When  I  paid  that  SBA  guy  back,  he 
said  I  damn  near  shocked  him  dead," 
laughs  McRae.  "He  thought  he'd  be 
lucky  to  get  it  m  five  years." 

The  competition  was  formidable. 
Among  12  other  bidders  were  giants 
like  Bata  Shoe,  Ccnesco,  Endicott 
Johnson  and  Interco.  Fortunately  for 
McRae  such  companies  soon  lost  in- 
terest as  the  demand  for  combat  boots 
fell  in  the  post-Vietnam  era.  "When 
Genesco  gave  up  the  ghost  three  years 
ago,  there  were  only  three  of  us  left," 
says  McRae,  "and  we  couldn't  keep 
up  with  production."  So  McRae  hiked 
the  price  of  his  standard  black  leather 


A  hungry  McRae  took  a  flier 
on  combat  boots  in  1967. 
Borrowing  $200,000,  McRae 
earned  enough  profit  to  re- 
tire that  debt  in  11  months. 
"When  I  paid  that  SBA  guy 
back,  he  said  I  damn  near 
shocked  him  dead." 


and  tropical  canvas  combat  boots — 
which  now  sell  for  about  $21  a  pair — 
by  over  40%  in  1979  alone.  Those  fat 
margins  caused  McRae  and  his  two 
larger  privately  owned  competitors  to 
beet  up  capacity  and  also  attract  the 
latest  newcomer,  Wellco  Enterprises, 
Inc.,  the  inventors  of  the  molded  shoe 
sole  process.  Meantime,  the  govern- 
ment is  buying  fewer  boots. 

The  result:  instant  overcapacity. 
MeRae  figures  the  industry  produces 
about  2.5  million  pairs  of  combat 
boots  annually,  but  the  government  is 
expected  to  buy  only  1 .8  million  pairs 
this  year.  At  the  last  bidding,  prices 
were  down  almost  to  cost. 

But  McRae  has  weathered  shake- 
outs  before.  He's  counting  on  his 
company's  production  efficiencies. 
One  of  them  is  the  hand-held  laser 
wand  that  enables  the  staff  to  collect 
piecework  numbers  from  factory 
workers  nearly  four  times  as  fast  as 
manual  keypuncb  operations. 

It  helps,  too,  that  McRae  runs  a 
nonunion  shop  and  generously  re- 
wards his  most  productive  employees. 
Up  to  20%  of  the  company's  pretax 
profits,  more  than  $800,000  last  year, 
are  funncled  into  a  profit-sharing  plan 
for  all  workers.  "I  could  have  bought 
each  one  of  my  salaried  employees  a 


pink  Cadillac  last  year,  and  1  still 
would  have  had  money  left  ovci  to  till 
them  all  up  with  gas,"  says  McRae. 
"They'd  run  a  union  man  right  out  ot 
here."  Or  at  least  he  hopes  they  would. 

And  as  much  as  McRae  may  curse 
the  red  tape  he  encounters  as  a  gov- 
ernment contractor,  he's  the  first  to 
admit  he  benefits  from  it.  At  one 
time,  for  example,  Genesco  found  it- 
self closed  out  of  50%  of  the  market 
because  the  government  set  aside  half 
its  contracts  for  small  companies  like 
McRae  Industries.  Another  federal 
rule  puts  firms  at  a  disadvantage  if 
they  aren't  located  in  high  unemploy- 
ment areas.  McRae  gets  around  this 
last  one  by  purchasing  materials  from 
so-called  labor-surplus  areas  and  sub- 
contracting cutting  work  to  a  nearby 
county  with  high  unemployment. 
And,  of  course,  McRae,  unlike  tegular 
U.S.  shoe  companies,  doesn't  have  to 
worry  about  imports  because  the  gov- 
ernment buys  only  U.S. -made  boots. 

Nonetheless,  to  lessen  the  com- 
pany's dependence  on  government 
work,  McRae  has  gone  into  equip- 
ment leasing,  leasing  such  things  as 
Pac-Man  machines,  cars  and  knitting 
machinery  through  a  separate  divi- 
sion that  will  account  for  20%  of  in- 
come this  year.  McRae  figures  leasing 
is  a  good  deal.  The  tax  credits  and 
depreciation  benefits  allow  him  to 
shelter  income  from  the  combat-boot 
business.  In  a  recent  deal  he  pur- 
chased a  new  bulldozer  for  $121,500, 
after  finding  someone  who  wanted  to 
lease  it  for  five  years.  McRae  will  tie 
up  only  20%  of  the  cost  of  the  vehicle, 
borrowing  the  rest.  He  then  gets  to 
take  off  $12,150  in  taxes  this  year  as 
an  investment  tax  credit.  He  gets  an- 
other $10,000  break  annually  for  five 
years  based  on  straight  five-year  de- 
preciation of  $25,000  per  year.  On  top 
of  that,  he  gets  more  than  $3,000  a 
month  in  leasing  payments.  All  told, 
McRae  figures  he  will  earn  15%  after 
taxes  on  the  little  bulldozer  deal. 

Beyond  that,  McRae  is  going  inter- 
national. He  just  shipped  his  first  for- 
eign order  for  40,000  pairs  of  combat 
boots  and  is  hoping  for  more  to  pick 
up  the  slack  on  the  domestic  side. 

Still,  despite  the  current  overcapac- 
ity plaguing  the  market,  he  plans  to 
increase  his  domestic  boot  capacity 
by  10%  in  early  1983.  Why?  McRae 
wants  to  cash  in  the  next  time  a  com- 
petitor closes  its  doors. 

"Somebody's  going  to  get  pushed 
out  of  this  game  pretty  soon  because 
it's  dog-eat-dog  right  now,"  says 
McRae,  his  eyes  brightening  at  the 
thought.  "We're  just  going  to  hang  in 
there  because  there  ain't  no  way  in 
the  world  it's  going  to  be  me."  ■ 
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TRANSPORTATION 

DEREGULATION— 

A  NEW  MANAGEMENT 

CHALLENGE  FOR  SHIPPERS 

By:  John  F  Wing 
Sr.  Vice  President 
Booz -Allen  &  Hamilton 


Transportation  didn't  hold  a  lot  of 
surprises  for  shippers  before  deregu- 
lation. Carriers  offered  fairly  standard- 
ized services  at  standardized  prices. 
Shippers  knew  which  carrier  offered 
what,  how  much  it  was  going  to  cost, 
and  which  mode  offered  the  best 
deal.  And  just  as  importantly,  shippers 
knew  what  their  competitors  were 
paying  for  transportation.  As  long  as 
their  products  were  delivered  safely 
and  on  time,  top  management  had 
more  pressing  problems  demanding 
their  attention.  Government  regulation 
not  only  protected  carriers  from  some 
of  the  rigors  of  competition,  but 
shielded  shippers  as  well  from  some 
arduous  management  tasks. 

Deregulation  has  changed  all  of 
this.  Public  policy  has  directed  that 
users  of  public  services  pay  for  their 
benefits,  and  that  competition  and 
market  forces  determine  the  services, 
costs,  and  supplies  of  transportation. 
Major  legislation  has  been  enacted  by 
Congress  to  accomplish  some  of 
these  goals. 

The  process  of  deregulation  is 
ongoing  but  the  effects  have  already 
been  profound.  The  relative  prices 
and  advantages  offered  by  transport 
modes  and  individual  carriers  fre- 
quently change;  the  distribution  sys- 
tems of  many  shippers  are  obsolete; 
suppliers  to  the  transportation  indus- 
try are  unsure  which  carriers  will  need 
equipment  and  when;  and  carriers 
themselves,  because  of  intense  price 
competition,  shifting  markets,  and 
profit  squeezes,  often  cannot  make 
adequate  investments  in  ^ent 
and  technology. 

Shippers  need  to  unde  ne 


implications  of  these  developments 
for  their  costs  and  distribution  plans 
There  are  many  attractive  new  options 
in  rate  and  service  terms  that  did  not 
exist  prior  to  deregulation.  As  aggres- 
sive carriers  move  to  solidify  their 
market  positions,  shippers  could 
move  decisively  to  lock  in  newly  avail- 
able options  for  an  extended  period 
of  time. 

Let's  look  at  some  of  the  effects  of 
deregulation  on  competition  and  ser- 
vice within  the  railroad  and  trucking 
industries,  at  the  implications  of 
deregulation  for  intermodal  service, 
and  at  the  probable  effects  of  upcom- 
ing deregulation  in  ocean  shipping. 
Shippers  will  see  that  there  are  ways 
to  benefit  from  the  newly  deregulated 
environment,  as  well  as  problems  that 
may  surface. 

DEREGULATION'S  EFFECTS 
ON  RAILROAD  AND 
TRUCKING 

Two  major  pieces  of  legislation 
were  passed  by  Congress  in  1980 
that  fundamentally  altered  the  railroad 
and  trucking  industries.  The  Staggers 
Rail  Act  of  1980  and  the  Motor  Carrier 
Act  of  1980  removed  much  of  the 
Interstate  Commerce  Commission's 
(ICC)  control  over  rail  and  truck  and 
directed  that  prices  and  service 
arrangements  be  set  independently 
by  carriers  on  the  basis  of  market 
forces  and  costs.  Three  important 
effects  are  that  competition  both 
between  and  among  railroads  and 
motor  carriers  has  intensified,  the 
trend  towards  mergers  has  acceler- 
ated, and  intermodal  shipments  have 
become  more  commonplace.  Pend- 
ing legislation  to  allow  longer  and 
heavier  trucks  could  bring  about  a 
new  wave  of  change  in  the  motor  car- 
rier industry  and  greatly  improve  the 
productivity  and  competitiveness  of 
trucks  to  the  detriment  of  rail.  The 
long-term  toll  of  deregulation  for  the 


railroads  might  be  high  as  trucks  s 
off  their  best  and  most  profitable  tr 

The  Staggers  Act  allows  railroai 
greater  flexibility  in  setting  rates, 
legalizes  contracts  with  customer; 
removes  regulatory  control  over  c< 
modities  and  service  offerings,  an 
makes  it  easier  for  railroads  to  aba 
don  unprofitable  lines,  enter  new 
markets,  and  merge.  Unlike  the  pa 
senger  airline  and  motor  carrier 
industries,  railroads  have  adjustec 
relatively  well  to  the  short-term 
changes  brought  about  by  deregi 
tion.  One  primary  intent  of  rail  dere 
lation  was  to  improve  profits  and 
stability  in  the  industry 

Prior  to  deregulation,  railroads  t 
ically  did  not  compete  in  price  with 
each  other.  Rates  were  set  collec- 
tively for  both  single-line  and  joint- 
services.  Railroads  can  no  longer 
jointly  set,  or  in  most  cases  even  d 
cuss,  rates. 

Railroads  must  now  also  compe 
more  in  terms  of  services  offered- 
reliability  of  rail  car  supply  and  eqi 
ment,  speed  of  service,  loading/ 
unloading  responsibilities,  quality 
equipment.  Contracts  guaranteeir 
certain  rates  and  services  in  return 
a  steady  volume  of  business  have 
been  negotiated  by  the  newly  com 
petitive  carriers  and  the  more  aggi 
sive  shippers. 

But  railroads  want  some  busme 
more  than  they  want  others;  margn 
customers  whose  shipments  are 
small  either  in  volume  or  in  the  amc 
of  profit  they  offer  to  the  railroads  a 
no.  longer  protected  by  regulation. 
Some  customers,  therefore,  face 
higher  rates  and  possible  loss  of  ra 
service  along  with  a  confusing  anc 
more  complicated  pricing  system, 
shippers  have  complaints,  the  Inte 
state  Commerce  Commission  will  I 
often  offer  recourse. 

With  the  relaxation  of  ICC  re- 
strictions on  rail  mergers  and  line 
abandonments,  the  trend  toward  d 
solidation  in  the  industry  has  accell 
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The  company  on  the  move. 


Consolidated  Freightways  has  grown  faster 
than  ever  since  the  Motor  Carrier  Act  of  1980  — 
popularly  called  "deregulation"  but  actually  a 
step  toward  freer  competition.  Two  years  ago,  we 
had  fewer  than  300  terminals  in  48  states  and 
Canada.  Today,  nearly  400  in  all  50  states.  And 
we're  still  averaging  one  new  one  a  week. 

Add  to  this  70  air  freight  terminals  and  doz- 
ens of  special  commodities  offices  and  agents, 
and  you  get  the  picture:  the  CF  map  is  the  only 


guide  you  need  for  freight  transportation. 

We're  Consolidated  Freightways  common 
and  contract  trucking  service,  CF  Air  Freight,  and 
CF  Arrowhead  special  commodities  truckload 
service.  We're  Canadian  Freightways  in  Canada. 
More  than  500  terminals  and  offices  in  North 
America.  Write  for  the  picture  story  of  the 
CF  System,  our  remarkable  new  freight-flow 
concept:  Department  7,  175  Linfield  Drive, 
Menlo  Park,  CA  94025. 


Professional  transportation  for  American  industry 
COnSOLIDRTED  FREIGHTWflVS,  IRC. 


ated.  Over  time,  therefore,  fewer  cus- 
tomers may  be  served  on  fewer  lines 
by  fewer  railroads.  Mergers  are 
expected  to  simplify  pricing,  increase 
the  average  length  of  hauls,  and 
improve  productivity  and  the  guality 
of  rail  services. 

In  the  long  run,  the  changes  that 
occur  in  the  railroad  industry  may  be 
influenced  as  much  by  trucking 
deregulation  as  by  rail  deregulation. 
The  Motor  Carrier  Act  of  1980  lifts 
many  federal  controls  over  truck 
rates,  and  perhaps  most  importantly, 
makes  it  easier  for  firms  to  enter  new 
markets. 

While  railroads  had  steadily  lost 
market  share  to  trucks  in  the  post- 
World  War  II  period,  markets  had 
begun  to  stabilize.  Now  the  equilib- 
rium between  the  two  modes  has 
been  disrupted  and  trucks  are  again 
competing  for  traditional  rail  busi- 
ness. The  truck  owner-operators  that 
have  proliferated  since  deregulation 
generally  cost  less  than  do  the  major 
trucking  firms.  They  have  underpriced 
traditional  motor  carriers  and  won 
business  from  them.  As  a  result, 
unionized  trucking  firms,  with  the 
cooperation  of  their  employees,  have 
been  working  in  turn  to  cut  their  costs 
and  to  improve  their  productivity. 
Truckers,  however,  are  paying  the 
price  for  this  competition.  Rate  wars 
have  forced  many  smaller  firms  to 
merge  to  or  go  out  of  business.  Reve- 
nues have  fallen,  and  the  profit 
squeeze  has  been  exacerbated  by 
the  overcapacity  in  trucking  due  to 
the  recession. 

The  ability  of  motor  carriers  to  com- 
pete with  rail  in  new  markets  and  for 
new  commodities  may  improve  fur- 
ther. Recently  completed  labor  nego- 
tiations appear  to  reinforce  the  cost 
advantage  in  trucking.  The  teamsters 
have  accepted  a  wage  package  esti- 
mated to  increase  at  a  rate  of  4.5  per- 
cent annually  for  the  next  3  years.  The 
rail  labor  agreement  will  increase  rail- 
road costs  by  an  average  of  approxi- 


mately 10  percent  per  year. 

Pending  legislation  to  increase 
truck  size  and  weight  limits  would  also 
improve  the  productivity  and  lower 
the  costs  of  many  motor  carriers. 
Rates  will  probably  come  down,  even 
if  companion  legislation  to  raise  truck 
user  charges  were  enacted. 

IMPLICATIONS  FOR 
PIGGYBACK  SERVICE 

One  of  the  most  important  out- 
growths of  rail  and  truck  deregulation 
may  be  the  growth  of  piggyback 
which  lets  shippers  take  advantage  of 
the  economies  offered  by  different 
transport  modes.  Commodities  move 
by  truck  from  the  point  of  origin  to  rail 
terminals  where  the  trailer  itself  is 
loaded  onto  a  rail  car  for  the  long 
haul. 

But  the  theoretical  attractiveness  of 
such  an  intermodal  system  had  not 
translated  into  a  high  share  of  the 
freight  market.  Less  than  3  percent  of 
intercity  freight  moved  by  piggyback 
in  1980. 

In  the  past,  piggyback  has  had 
some  significant  drawbacks—nota- 
bly, high  rates,  a  lack  of  specialized 
handling  equipment,  and  a  frag- 
mented rate  structure.  Perhaps  most 
troublesome  to  shippers,  no  one 
entity  could  offer  reliable  service  and 
accountability  for  a  shipment  involv- 
ing more  than  one  railroad.  Even  with- 
out the  added  impetus  of  deregula- 
tion, however,  steps  had  been  taken 
to  eliminate  some  of  the  drawbacks. 
Rates  had  come  down,  new  and  spe- 
cialized equipment  had  been  put  in 
place,  and  the  quality  of  service  had 
improved. 

With  deregulation  new  commodi- 
ties and  markets  have  been  opened 
to  piggyback  service  and  rates  have 
come  down  further.  In  1979,  for  exam- 
ple, railroads  were  permitted  to  use 
piggyback  to  enter  the  fresh  fruit  and 
vegetable  market,  a  market  in  which 
rail  service  had  been  decreasing 


since  the  1950s.  Subsequent  derec 
lation  permitted  carriers  to  offer  pic 
gyback  services  to  all  traffic. 

Deregulation  governing  carrier  e 
from  markets  has  also  given  piggy- 
back new  customers.  Shippers  whi 
might  lose  rail  service  as  a  result  oil 
more  liberalized  line  abandonment 
rules  have  piggyback  as  an  alterna 
tive  to  their  traditional  rail  service. 
Easing  of  regulations  on  carrier  ent 
into  markets  also  has  encouraged 
piggyback  because  there  are  man< 
new  motor  carriers  who  can  partici- 
pate in  piggyback  moves. 

Also  as  a  result  of  deregulation, 
railroads  can  more  easily  operate 
their  own  trucking  subsidiaries  andl 
thus  generate  more  intermodal  ship 
ments. 

During  the  first  half  of  1982,  pigg 
back  carloads  were  up  by  almost  8 
percent  over  the  same  period  in  19. 
while  rail  traffic  in  other  freight,  exo 
coal,  declined.  Truck  traffic  has  alsj 
declined,  an  indication  that  piggy- 
back is  winning  business  and  that  t 
shipping  public  has  responded  po: 
tively  to  the  advances  made  so  far. 
The  potential  for  future  growth  is 
strong. 

Deregulation  has  not  eliminated 
the  constraints  to  piggyback.  Truck 
and  railroads  still  compete  among 
themselves  and  with  each  other,  yei 
collaboration  is  important  in  intermc 
dal  service.  Sharing  information,  cu 
tomers,  and  facilities  is  still  antitheti 
to  much  of  the  railroad  and  trucking 
industries.  Until  the  rise  of  third-pan 
shipper's  agents,  this  impeded  the 
growth  of  piggyback.  Additionally,  I 
cost  savings  that  are  provided  by  p 
gyback  may  diminish  depending  on 
the  price  of  fuel.  When  diesel  fuel 
prices  rise,  piggyback  becomes  a 
more  attractive  alternative  to  shippil 
by  truck  alone.  If  diesel  fuel  prices 
stabilize  or  decrease,  the  cost  sav- 
ings from  piggyback  are  less  signifi 
cant  and  the  use  of  this  service  less 
economical. 


DELIVERS  THE  UL 
AIR  CARGO  GUARANTEE. 


Promises,  promises,  promises. 

They  fly  around  the  air  cargo 
business  with  the  greatest  of 
ease.  Second  only  to  excuses, 
excuses,  excuses. 

Except  at  Flying  Tigers. 

Our  domestic  door-to-door 
service  features  something  our 
competitors  shudder  to  even 
consider. 

100%  guaranteed  on  time 
delivery. 

We'll  pick  up  virtually  anything 


you  have  to  ship,  and  deliver  it 
virtually  anywhere  in  the  country, 
overnight,  on  time.  Or  you  don  t  pay. 

No  promises.  No  excuses. 

Simply  a  100%  money-back 
guarantee.  Period. 

For  information  on 
our  100%  money-back 
guarantee,  call  your 
local  Flying  Tigers 
Customer  Service 
Office. 

A  TIGER  INTERNATIONAL  COMPANY 


FLYING 
TIGERS 


IT'S  ON  TIME  OR  IT'S  ON  US. 


"There*  never  been 
a  better  time  to  bring 
your  freight  business 
to  Conrail" 


L.  Stanley  Crane 

Chairman,  Conrail 


terms  year,  you're  look- 
1  ing  at  a  more  effi- 
cient, more  responsive 
Conrail  than  ever  before. 

"We're  not  part  of  any 
rate  bureau.  Our  rates  are 
determined  by  the  mar- 
ketplace, and  we  can 
quickly  tailor  a  rate  or 
contract  to  your  specific 
needs." 

"Now  is  the  best  time  to 
negotiate  new  contracts 
or  rates." 


"  Right  now  our  system  is 
underutilized.  We  want  to 
get  as  many  cars  as  possi- 
ble loaded  and  rolling. 
And  to  do  that,  we'll  offer  you  some  very 
attractive  terms. 

"As  a  shipper,  you  really  have  nothing 
to  lose— and  a  lot  to  gain— by  calling 
Conrail  to  ask  what  we  can  do  for  you. 

"I  promise  you  this:  Within  our 
operating  areas,  you  won't  find  a  carrier 
more  eager,  or  more  competitive." 

"Our  service  is  second  to  none. 
Just  ask  our  customers." 

"Ask  our  piggyback  shippers,  for  exam- 
ple. They'll  tell  you  we're  delivering 


Our  rates  are  competitive,  we're  running  like  clockwork,  and 
we're  hungry  for  business,"  said  Crane  in  a  recent  talk 
with  major  shippers.  Shown  here  are  (left  to  right)  John  Regan 
Eastern  Associated  Coal  Corp.;  James  Abbey,  Charter  Oak 
Shippers  Coop.  Assoc.;  L.  Stanley  Crane;  Michael  Walsh, 
St.  Regis  Paper  Co. 


their  shipments  within  one  hour  o 
schedule  more  than  85  percent  of  th 
time. 

"Our  new  computerized  dock-to-doc 


irvice  monitoring  is  helping  us  run 
noother  and  smarter.  We  can  spot- 
leck  your  shipment  for  you  any  time 
id  any  place  on  our  system. 
"We've  also  introduced  a  new  comput- 
ized  car  management  system,  which  is 
aproving  our  equipment  availability 
id  distribution.  This  car  reservation 
astern  will  be  ready  to  meet  your 
luipment  needs  when  the  economy 
cks  up,  too." 

We  plan  to  be  the  low-cost  carrier  in 
the  Midwest  and  Northeast." 

onrail  is  reducing  costs  faster  than  any 
ther  railroad  in  the  country.  We're 
ledding  unprofitable  routes  in  order  to 

0  a  better  job  on  our  core-route  sys- 
im— where  we  have  the  competitive 
ivantage. 

"Our  people  have  made  major  sacri- 
ces,  including  wage  concessions  of 
undreds  of  millions  of  dollars,  in  order 
)  improve  our  competitive  position, 
his  means  lower  rates  to  you.  Within 
le  Midwest  and  the  Northeast,  and  at 

1  the  connections  to  our  system,  we  are 
mply  the  smartest  and  the  most  effi- 
ent  way  to  ship." 

"WeVe  made  an  extraordinary 
financial  turnaround." 

onrail's  1981  financial  performance  was 
ne  of  the  most  dramatic  improvements 
i  American  corporate  history. 
"From  a  $244  million  loss  in  1980  to  a 
39  million  profit  in  1981,  we've  made  a 
imarkable  quarter-billion-dollar  recov- 
py—  in  spite  of  a  decline  in  traffic  and  a 
) -day  coal  strike. 


"And  we're  making  even  greater 
financial  progress  in  1982." 

"New  industry  is 
building  on  our  system." 

"Today,  companies  are  demonstrating 
their  continued  confidence  in  our  ability 
to  deliver— they've  invested  millions  in 
facilities  along  the  Conrail  system. 

"In  1981,  272  new  or  expanded  facili- 
ties located  on  Conrail's  core-route  sys- 
tem, adding  an  estimated  $100  million  to 
our  revenues." 

"Take  your  problems  right  to  the  top." 

"We're  determined  to  do  a  good  job  for 
you.  That  means  you'll  get  competitive 
prices,  innovative  service  and  on-time 
delivery. 

"If  we  don't  live  up  to  our  promise,  I 
want  to  know  about  it  personally. 

"Write  to  me  at  6  Penn  Center  Plaza, 
Room  1040C,  Philadelphia,  PA  19104. 

"I'll  fight  to  get  your  business -and  I'll 
fight  to  keep  it." 


For  more  information,  including  a  free  "Shipper's 
Information  Kit"  with  tips  on  how  to  get  the  most 
out  of  Conrail  services,  send  in  the  coupon  below. 


CONRAIL 


I  "We've  got  to  be  competitive" 

,  Mr.  L.  Stanley  Crane  , 

Chairman  and  CEO 

Conrail,  Room  1040C 
I  6  Penn  Center  Plaza 

I  Philadelphia,  PA  19104  1 

|  Please  send  the  "Shipper's  Information  Kit"  and  more  | 
.  information  on  Conrail.  , 

N  A'M  E  

|   FIRM   | 

I   ADDRESS   I 

CITY  .  .  .  

|  STATE—  ZIP   | 

L PHONE   I 
 T'iLJ 


4  Now  there's 
only  one 
name  to 
remember 
for  all  your 

container, 


I'm  Lewis  Rubin,  President 
of  Flexi-Van  Corporation. 
The  Flexi-Van  logo  you're 
now  seeing  on  our  contain- 
ers, chassis  and  trailers  is 
only  the  most  visible  indica- 
tion of  the  changes  we're 
making  to  better  serve 
the  worldwide  transporta- 
tion market. 


Our  Flexi-Van  container 
and  chassis  division,  for- 
merly the  Uni-Flex  division, 
has  245,000  20-foot-equiva- 
lent  containers  and  56,000 
chassis,  making  us  the 
second  largest  firm  in  con- 
tainer leasing  and  the  lead- 
er in  chassis  leasing  Our 
size  allows  us  to  provide 
flexible  terms  and  respon- 
sive service  at  300  locations 
around  the  world. 


chassis  and 


Our  Flexi-Van  trailer  divi- 
sion, formerly  the  Gil-Flex 
division,  has  a  fleet  of 
16,000  trailers.  Our  net- 
work of  60  terminals  in 
the  U.S.  and  Canada  is 
the  second  largest  in  the 
industry. 

Our  improved  Management 
Information  System  will 
allow  us  to  position  equip- 
ment more  precisely,  where 
it's  needed,  when  it's  needed. 


■  ■■  -VAN 

trailer  «  r 


So  from  now  on,  when  you 
think  of  containers,  chassis 
or  trailers,  think  Flexi-Van. 


leasing  needs. 


The  one  name  to  remember 


FLEX/ 
-VAN 


Containers 

Chassis 

Trailers 


Flexi-Van  Corporation 
330  Madison  Avenue 
New  York,  New  York  10017 
(212)  286-4400 


.imits  on  truck  size  and  weights 
likely  to  increase.  This  will  lower 
costs  of  motor  carriage  and  may 
)  diminish  the  incentives  for  inter- 
nal shipping. 

'he  new  individualized  rate  setting 
tern  resulting  from  deregulation  is 
)  a  constraint  to  piggyback.  While 
e  is  more  price  competition 
)ng  carriers,  researching  and 
uring  rates  is  a  more  complicated 
The  complications  increase  with 
rmodal  shipments  involving  multi- 
carriers  and  shippers  may  choose 
void  them. 

)eregulation  has,  however,  given 
)pers  a  way  to  minimize  some  of 
;e  complications,  and  perhaps  the 
;t  important  result  of  deregulation 
ntermodal  service  is  the  emer- 
ce  of  shipper's  agents.  The  agent 
linates  many  of  the  difficulties  that 
je  shippers  reluctant  to  use  piggy- 
k.  As  a  broker  for  the  railroads 
motor  carriers,  and  as  representa- 
of  the  shippers,  the  agent  can 
te  rates  for  an  entire  trip— dock- 
ock— and  can  provide  equip- 
lt,  service,  and  accountability  for 
total  undertaking.  The  leverage 
agent  gains  with  carriers  by  bro- 
ng,  consolidating,  and  mixing 
1  volumes  of  traffic  means  that 
ecially  low-volume  shippers  have 
ater  potential  for  lower  cost,  higher 
lity  and  less  complex  service 
■n  agents  work  on  their  behalf. 

ENDS  IN  OCEAN  SHIPPING 

he  middleman  has  also  assumed 
w  and  facilitating  role  in  ocean 
■ping  as  a  result  of  some  first 
is  toward  deregulation  in  this  seg- 
t  of  the  transportation  industry, 
e  an  abundance  of  proposals  to 
en  regulatory  control  of  the  ship- 
I  industry  are  pending  in  Con- 
,s,  few  major  changes  have  taken 
e.  And  because  of  problems 
)ciated  with  the  international  con- 
nces  of  common  carriers  that 


dominate  ocean  trade,  legislation  can 
only  go  part  way  toward  resolving 
some  of  the  problems  that  confront 
both  shipping  lines  and  shippers.  So, 
while  stepped  up  exporting  may  be 
seen  as  one  way  to  give  American 
producers  new  markets  and  reinvigo- 
rated  demand  for  their  products,  it  is 
not  certain  that  deregulation  can  or 
will  satisfy  shippers'  needs. 

The  most  important  regulatory 
change  to  date  in  ocean  shipping  has 
been  the  lifting  of  requirements  for 
bills  of  lading  from  pier  to  pier.  This 
change  means  that  goods  can  be 
transported  from  shipping  dock  to 
shipping  dock  and  that  any  number 
of  participants  can  broker  or  control 
the  entire  move.  As  a  result,  non- 
vessel  operating  common  carriers 
(NVOCCs)  have  emerged,  along  with 
freight  forwarders  and  other  agents, 
to  offer  full  service,  single-price 
moves  to  shippers.  Ports,  NVOCCs 
railroads,  and  even  motor  carriers  can 
hold  the  primary  contract  for  an  ocean 
crossing.  This  development  has 
diluted  the  traditional  control  of  ship- 
ping lines  over  international  trade, 
and  has  been  particularly  beneficial 
to  lower  volume  shippers  to  whom 
attractive  rates  are  not  readily 
available. 

While  this  change  has  been  advan- 
tageous to  shippers,  the  primary 
intent  of  proposed  shipping  law 
reform  legislation  (S.1593,  H.R.  4374) 
is  to  strengthen  the  financially  ailing 
merchant  marine 

Some  provisions  in  the  proposed 
legislation  would  be  beneficial  to 
shippers.  These  provisions  would 
legalize  shippers'  councils  formed  to 
increase  negotiating  leverage  with 
carriers;  permit  more  options  in  rate 
and  service  terms;  and  permit  carriers 
or  agents  to  set  intermodal  through 
rates.  But  other  provisions  granting 
antitrust  immunity  to  certain  shipping 
conference  activities,  permitting 
closed  conferences,  restricting  Fed- 
eral Maritime  Commission  oversight 


on  rates,  and  eliminating  require- 
ments for  carriers  to  file  ocean  tariffs 
could  make  it  more  difficult  for  ship- 
pers to  obtain  improved  rates  and 
services  from  shipping  lines. 

One  major  problem  that  deregula- 
tion cannot  eliminate  is  the  price  dis- 
crimination against  U.S.  shippers  that 
results  from  the  structure  of  the  inter- 
national conferences  of  ocean  com- 
mon carriers  that  control  the  prices 
and  supply  of  ocean  transport. 

In  setting  rates,  the  interests  of  U.S. 
shippers  are  often  overshadowed  by 
the  interests  of  the  European  Eco- 
nomic Community  or  the  countries  of 
the  Far  East  that  tend  to  dominate  the 
conferences.  The  ocean  rates  that  are 
often  available  to  exporters  shipping 
from  abroad  to  the  United  States  are 
frequently  denied  to  the  American 
exporter  on  the  return  leg  of  the  cross- 
ing. A  study  conducted  by  Booz- 
Allen  &  Hamilton  showed  that  in  the 
1970s,  freight  rates  were  32  percent 
higher  on  the  outbound  leg  of  a  cross- 
ing (American  exports)  than  were 
rates  for  similar  commodities  on  the 
inbound  leg  of  the  same  route.  It 
seems,  therefore,  that  a  dispropor- 
tionate share  of  the  costs  of  ocean 
carriers  has  been  borne  by  the  U.S. 
exporter 

Shippers  also  confront  problems 
because  U.S.  flag  vessels  give  prefer- 
ence to  U.S.  government  cargo.  At 
times,  this  cargo  consumes  up  to  70 
percent  of  U.S.  flag  outbound  space. 
This  reduces  the  capacity  for  com- 
mercial cargo  and  bids  up  the  price  of 
residual  space. 

Deregulation  of  ocean  shipping  will 
offer  only  some  assistance  to  U.S. 
shippers  seeking  to  reach  new  mar- 
kets with  competitive  products.  While 
more  opportunities  should  be  avail- 
able to  shippers  to  negotiate  rates 
and  service  terms  and  to  exert  more 
influence  over  the  actions  of  shipping 
lines,  shippers  will  not  gain  significant 
leverage  with  foreign  flag  carriers  with 
whom  they  must  also  deal. 


CSX  Corporation 
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Chessie  System  Rcnlnoads  and  Fan .: 
Rail  System  are  units  of  CSX  Carper 


XQueensgcrte 
n  Classify  More 
an  A  Million 
ilroad  Cars  A  Year. 


: 


em  service  is  all  about: 
ed,  efficiency  and  depend- 
lity.  Day  in,  day  out. 
By  using  the  latest 
inology  programmed  to 
rtion  non-stop,  Queensgate 
1  classify  over  a  million 
s  a  year  on  50  classification 
;ks. 

Queensgate's  process 
itrol  systems,  closed-circuit 
■vision  and  computerized 
rimunications  switching 
re  cut  the  time  it  takes  to 
ve  an  incoming  car  to  the 


proper  outgoing  train  in  half! 

This  may  not  be  the  kind 
of  operating  technique  you'd 
associate  with  a  railroad. 
But  then  we're  not  just  any 
railroad. 

And  we'd  like  nothing 
better  than  the  chance  to 
prove  it  to  you. 

So  no  matter  how,  what  or 
where  you've  been  shipping, 
call  us  toll  free  (800)  368-2792. 
Or  write:  Single-System 
Service,  PO.  Box  C-32222, 
Richmond,  VA  23261. 


CSX 

CORPORATION 


America's 

Largest 

Transportation 

And  Natural 

Resource 

Company 


THE  IMPLICATIONS  OF 
DEREGULATION  FOR 
MANAGEMENT 

In  sum,  deregulation  has  intro- 
duced greater  complexity  and  com- 
petition into  much  of  the  U.S.  freight 
transportation  marketplace.  As  a 
result,  the  reliability,  costs,  and  ser- 
vice associated  with  many  carriers 
have  changed.  Shippers'  preferences 
and  choices  of  transportation  modes 
have  changed  as  well.  And  these 
changes  have  been  further  influenced 
by  shifting  fuel  prices  and  a  reces- 
sion. The  trade-offs  and  advantages 
of  a  shipper's  transportation  network, 
therefore,  are  constantly  changing 
and  must  continually  be  reappraised. 
As  a  consequence  of  deregulation 
and  rising  energy  prices,  transporta- 
tion costs  have  risen  markedly  as  a 
percentage  of  total  distribution  costs, 
and  distribution  costs  have  risen  as  a 
percentage  of  sales.  As  a  result,  the 
focus  of  distribution  management  in 
most  manufacturing  industries  has 
shifted  from  controlling  inventory  and 
warehousing  costs  to  much  greater 
emphasis  on  controlling  transporta- 
tion costs  and  supply. 

Insuring  the  price,  quality  and 
reliability  of  a  shipper's  transportation 
network  is  the  goal  of  distribution 
management.  Because  of  the 
increase  in  transportation  costs,  it  is 
more  important  than  ever  to  assure 
that  distribution  strategy  enhances  a 
company's  overall  corporate  goals 
The  greater  involvement  of  senior 
management  in  distribution  planning 
is  more  likely  as  a  result  of  the 
changes  and  challenges  brought  on 
by  transportation  deregulation. 

Many  critical  questions  should  be 
addressed  now  by  distribution  man- 
agers—whether to  supply  tranporta- 
tion  internally  or  buy  outside;  how  to 
alter  the  configuration  of  warehouses 
and  distribution  centers;  whether  to 
cooperate  with  other  shippers;  how 
often  to  ship  and  in  what  quantity; 


what  mode  to  select  and  how  to  influ- 
ence its  supply  and  cost 

Whatever  advantages  a  shipper's 
distribution  system  once  enjoyed  may 
be  nullified  as  a  result  of  deregulation. 
It  is  important,  therefore,  for  shippers 
to  analyze  the  strategic  direction  of  the 
company  in  relation  to  competitors 
and  to  changes  in  the  transportation 
market,  to  insure  long-term  supplies 
of  transportation,  and  to  develop  a 
distribution  strategy  that  allows  maxi- 
mum flexibility  to  react  when  service 
and  cost  factors  change.  One  major 
manufacturing  firm's  new  facility  in 
California,  for  example,  has  been  built 
to  operate  efficiently  with  both  a  truck- 
or  rail-dependent  distribution  system. 
While  this  type  of  plant  configuration 
may  not  be  feasible  for  most  shippers, 
an  activist  role  is  important. 

Results  of  a  survey  recently  con- 
ducted by  Booz-Allen  &  Hamilton 
indicated  that  shippers  are  taking 
steps  to  minimize  potential  supply 
disruptions,  secure  more  favorable 
services  and  rates  from  carriers,  and 
circumvent  pricing  complexities. 
These  step  include: 

•  Shifting  plant  and  warehouse  con- 
figurations and  consolidating  ship- 
ments 

•  Reducing  inventories,  product 
lines,  and  shipment  frequencies; 

•  Streamlining  private  fleet  opera- 
tions and  stepping  up  the  use  of 
intermodal  systems  and  agents 

Distribution  managers  today  need 
broad  experience  in  planning  and 
implementing  corporate  strategy;  inti- 
mate knowledge  of  carrier  operations, 
regulatory  issues,  and  marketplace 
constraints;  and  willingness  to 
assume  a  higher  level  of  risk  and 
adopt  an  aggressive  negotiating 
stance.  The  more  distribution  costs 
rise  as  a  percentage  of  sales  and  the 
more  those  costs  vary  as  a  result  of 
deregulation,  the  more  strategically 
important  is  the  distribution  function. 

Shippers  may  enjoy  being  courted 


by  carriers  now,  but  in  the  longer  ij 
the  initial  glow  from  deregulation  n 
dim.  The  failing  health  of  many  can 
riers,  the  continued  deterioration  c 
transportation  facilities  and  equip- 
ment, and  increasing  managemer 
complexities  may  result  in  unreliat 
transportation  service  and  wide  fli 
tuations  in  price. 

Although  deregulation  is  not  the 
sole  cause  of  the  financial  distress 
the  transportation  industry,  the  inte 
price  competition  it  engendered  h 
certainly  exacerbated  problems  b 
lowering  both  revenues  and  marg 
Earnings  continue  to  be  too  low  to| 
meet  the  industry's  huge  investme 
needs. 

Service  may  deteriorate  if  the 
industry  cannot  maintain  or  invest 
new  equipment;  marginal  routes  c 
customers  may  be  dropped; 
advances  in  technology  may  not  t 
forthcoming;  and  shippers  as  well 
carriers  may  not  be  able  to  make 
needed  investments  or  to  follow  b 
ness  plans. 

From  the  vantage  point  of  2  yea 
experience,  it  is  safe  to  say  that 
deregulation  has  been  a  mixed  bl 
mg.  Somereregulation  is  probabh 
inevitable,  and  shippers  may  evej 
ally  take  the  lead  in  calling  for  son 
stabilization  in  the  industry.  Nowtlf 
the  pendulum  has  swung  from  pel 
sive  regulation  to  substantial  relia; 
on  the  marketplace,  shippers  will 
that  the  ideal  position  is  probably 
somewhere  in  between. 


Booz-Allen  &  Hamilton,  Inc.  is  a  te 
nology  and  management  consult! 
firm.  John  F.  Wing  is  Managing  Ofj 
of  its  Transportation  Department's) 
Consulting  Division.  Also  contribi 
to  this  article  were:  Charles  W  He 
David  N.  DeBord,  Paul  O.  Robert: 
Leo  J.  Donovan. 


New  freedoms.  New  ideas. 
New  benefits  for  everyone. 


New  horizons 


-  ror  Hmencas  rreigni 

railroads. 

America's  freight  railroads  are  beinq  freed 


from  overregulation  and  the  real  winner  is 
the  public— the  consumers  of  rail-delivered 
goods. 

With  less  government  interference  since 
the  passage  of  the  1980  Staggers  Rair  Act, 
railroadsare  better  able  to  compete  in  the 
marketplace.  Using  options  long  available 
to  other  businesses,  railroads  are  develop- 
ing innovative  marketing  programs  that  are 
making  rail  shipment  much  more  efficient 
and  cost-effective. 

For  example,  now  that  they  can  sign  long- 
term  contracts,  railroads  are  offering  price 
and  service  incentives  in  return  for  guaran- 
teed volume.  And,  with  the  deregulation  of 
piggyback  (the  movement  of  truck  trailers 
and  containers  on  rail  flatcars),  railroads 
now  are  free  to  change  rates  when  neces- 
sary to  meet  competition,  putting  more  traffic 
on  the  rails— and  less  on  the  highways. 

Reduced  regulation  has  given  railroaders 
the  opportunities  and  the  freedom  to  man- 
age more  efficiently.  Railroads  and  those 
who  ship  freight  by  railroad  benefit.  And  so 
do  the  final  customers  for  goods  shipped 
by  rail -the  public. 

For  more  information,  write:  "It's  Work- 
ing," Dept.  31,  Association  of  American 
Railroads,  1920  L  St.,  N.W,  Washington, 
D.C.  20036. 


Freight  Trains. 
America's  most  vital 
moving  force. 


yr-1 


IK 


'COUHTRY  STORE 


e  middle  of  the  night, 
o  move  your  cargo  from  your  front 
door  to  its  destination  on  the  other  side  of  the  Atlantic. 

Including  intermodal  specialists  who  will  work  with  you  to  put  together 
the  fastest,  most  economical  route.  Thousands  of  containers  spotted  all  across 
the  country  to  give  you  quick  pick  up.  Roll  on /roll  off  service  for  freight 
that's  too  big  for  a  box.  Direct  calls  to  8  major  ports.  And  streamlined 
documentation  to  expedite  your  order. 

So  if  you've  got  cargo  bound  for  Europe,  don't  take  any  detours.  Go 
straight  to  your  ACL  agent  or  foreign  freight  ,  _ 


forwarder.  Or  write  Atlantic  Container  Line, 
80  Pine  Street,  New  York,  NY  10005. 
Phdne  (212)908-2244.  We're  the  major  carrier 
on  the,  North  Atlantic,  arad  that  makes  your 
;  city  one  of  our  major  ports. 


ACL 

Atlantic  Container  Line. 
Number  I  to  Europe. 
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Even  though  lease  obligations  are  sup- 
posed to  be  liabilities,  Michael  Swerdlow 
has  found  a  way  to  turn  them  into  assets 
for  some  big-name  bankrupt  companies. 

The  alchemist 
of  Chapter  11 


Swerdlow  is  a  bright  New  York  real 
estate  entrepreneur,  and  this  is  his 
powerful  idea:  When  a  retail  company 
goes  bankrupt,  it  often  wants  to  close 
many  unprofitable  stores  that  are  un- 
der long-term  lease.  What  are  those 
leases  but  one  more  liability  around 


By  Pamela  Sherrid 


ichael  Swerdlow  doesn't  wear 
a  black  cape  or  stir  a  steaming 
cauldron,  but  he  has  handed  several 
bankrupt  companies  what  amounts  to 
a  philosopher's  stone. 


Real  estate  consultant  Michael  Swerdlow 

"I  don't  need  to  pay  for  patina  now.  I  have  performed. 


the  poor  debtor's  neck,  right?  Wrong, 
figured  Swerdlow.  They  are  potential- 
ly a  very  big  asset. 

In  the  old  days  a  bankrupt  retailer 
would  typically  shut  his  stores  and 
disavow  the  leases,  leaving  him  open 
to  claims  from  the  landlord.  Alterna- 
tively, the  retailer  might  try  to  sell  his 
leases  essentially  for  the  salvage  value 
of  furniture  and  fixtures. 

But  Swerdlow,  a  Bronx-born  lawyer 
who  talks  and  eats  with  gusto,  some- 
times simultaneously,  perceived 
leases  in  bankruptcy  in  terms  of  their 
fundamental  real  estate  value.  Old 
leases,  negotiated  at  rates  below  the 
current  market,  ought  to  be  worth 
something  to  a  new  tenant,  he  fig- 
ured. Specifically,  they  would  be 
worth  the  capitalized  savings  be-^ 
tween  the  old  lease  rate,  say  $1  per 
foot,  and  the  going  rate,  say  $6  per 
foot.  "Swerdlow's  new  way  to  market 
leases  has  been  worth  hundreds  of 
millions  of  dollars  to  companies  un- 
dergoing Chapter  1 1  reorganizations," 
says  Farrell  Kupersmith,  a  bankruptcy 
expert  at  Touche  Ross. 

Swerdlow  has  profited,  too.  At  age 
39,  he  runs  his  own  collection  of  pri- 
vate companies  and  enjoys  the  good 
life  from  a  striking  penthouse  atop 
one  of  New  York's  tonier  East  Side 
hotels.  Swerdlow's  client  list  reads 
like  a  Who's  Who  of  troubled  busi- 
nesses. He  has  turned  leases  into  cash 
for  Food  Fair,  Korvette  and  J.W.  Mays, 
and  he  just  landed  the  Wickes  ac- 
count— the  biggest  retailer  ever  to  file 
under  Chapter  11. 

Like  Isaac  Newton  under  his  tree, 
Swerdlow  came  to  his  insight  through 
a  painful  blow.  He  ran  a  healthy  sale- 
leaseback  business  in  the  mid-Seven- 
ties and  was  retained  to  liquidate  Am- 
terre  Development,  an  owner  of  shop- 
ping centers.  Because  Amterre's 
financing  was  a  mess,  Swerdlow  was 
to  be  paid  a  part  of  whatever  he  could 
realize  above  a  $30  million  mini- 
mum. Then  the  Food  Fair  supermar- 
ket chain,  Amterre's  major  sharehold- 
er and  tenant,  went  under  (Forbes, 
Oct.  30,  1978).  "I  had  52  shopping  cen- 
ters all  tenanted  by  a  bankrupt  com- 
pany," Swerdlow  recalls.  "That  di- 
minished their  value — in  a  way." 

In  a  way?  Somebody  else  might 
have  bashed  his  head  against  Food 
Fair's  boarded-up  plate  glass.  Instead, 
Swerdlow  started  to  think  about  the 
very  low  rents  Food  Fair  had  been 
paying  and  the  possibility  of  selling 
its  leases.  "I  could  get  good  tenants 
into  the  Amterre  centers,  which 
would  be  good  for  me,  and  at  the  same 
time  raise  money  for  Food  Fair,"  he 
explains. 

There  were  lots  of  legal  problems, 
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If  it's  the  best 
telecommunications  system 

on  earth, 
why  on  earth  change  it? 


If  you've  ever  tried  to  make  a 
:elephone  call  anyplace  else  on 
jarth,  you  know  what  you've  got 
n  America.  The  best  telecom- 
nunications  system  in  the  world. 

But  now  you've  heard  the  Bell 
system  is  on  the  verge  of  major 
;hanges.  Changes  in  how  we're 
>rganized.  Changes  in  the  way  you 
an  choose  to  do  business  with  us. 

Why  change  something  that 
vorks? 

There's  a  very  good  reason, 
he  telecommunications  business 
self  has  changed. 

For  most  of  our  history,  the  Bell 
ystem  has  had  one  overriding 
oal:  universal  service.  Depend- 
}le  telephone  service  at  reason- 
Die  rates  for  everyone  who 
/anted  it. 

Bolstering  that  goal  were  gov- 
rnment  policies  determining  that 
slephone  companies  would  oper- 
te  differently  from  most  Amer- 
:an  companies.  Within  many 
reas  of  the  country,  we  were  to 
e  the  exclusive  supplier  of  tele- 
ommunications  services, 
.nd  since  the  Bell  System  didn't 
perate  in  a  competitive  market, 


its  rates  and  profits  were  strictly 
regulated  by  the  government.  But 
today  the  goal  of  universal  service 
has  been  achieved.  Over  96%  of 
American  households  have  tele- 
phone service. 

Now  regulators  and  legislators 
in  this  country  are  looking  more  to 
the  marketplace  and  competition, 
rather  than  to  regulation,  to  decide 
who  will  provide  competitive  ser- 
vices and  equipment  and  how  they 
will  be  priced.  In  part,  this  stems 
from  an  increasing  sentiment  in 
this  country  for  the  deregulation  of 
major  industries. 

But  perhaps  most  important  is 
the  fact  that  technology  has 
changed  the  future  of  telecom- 
munications. We  are  about  to  en- 
ter a  new  era -the  Information 
Age.  The  technology  of  communi- 
cations gradually  has  merged  with 
that  of  computers.  The  marriage 
of  these  two  technologies  offers 
the  potential  for  an  impressive 
array  of  new  customer  services. 
However,  the  blending  of  these 
two  technologies  has  also 
blurred  the  boundaries  between  a 
traditionally  regulated  industry - 


communications -and  the  unreg- 
ulated data-processing  industry 

The  combination  of  all  these 
factors  has  led  to  a  rethinking  of 
public  policies  on  telecommunica- 
tions. These  changes  will  require 
some  changes  in  the  Bell  System. 
But  we  can  assure  you  that  your 
telephone  service  will  still  be 
the  best  telecommunications  sys- 
tem on  earth. 

Along  with  your  local  Bell  tele- 
phone company,  we'll  be  telling 
you  about  any  changes  as  they 
occur.  In  ads  like  this. 

In  each  of  these  ads  you'll  find  a 
telephone  number.  That  number  is 
an  important  part  of  our  "Let's 
Talk"  program. 

This  program  has  been  set  up 
by  the  Bell  System  to  help 
you  understand  exactly  what  the 
changes  at  the  Bell  System  will 
mean  for  you  right  now.  And  in 
the  future. 

Call  us.  At  1 800  555-5000. 

There'll  be  somebody  to  talk  to. 
Somebody  to  help  you.  To  answer 
your  questions.  To  get  you 

inw,10us.  Let's  talk. 


(§)  Bell  System 


Most  products 
were  never  designed  to  be 
assembled  efficiently. 


If  your  products  are  like  most, 
they  were  designed  back  in  the 
days  of  inexpensive  labor  and 
inefficient  assembly  tech- 
niques. Now  there's  a  better 
way. 

And  Bodine  has  it.  It's  called 
automated  assembly.  And  it  can 
actually  improve  product  qual- 
ity and  consistence  hile  cut- 
ting your  personnel  'entory 
and  field  service  cos  fact,  it 
can  slash  your  overall :  of  as- 
sembly by  as  much  as  96 

What's  more,  all  it  allv 


takes  to  get  the  big  advantage 
of  automated  assembly  is  a  few 
small  design  changes  and  a 
Bodine  assembly  machine. 

To  learn  what  automated  as- 
sembly is  all  about,  write  for  our 
free  brochure.  To  learn  what  it 
can  do  for  you,  call  our  Vice 
President  Frank  Riley  at  (203) 
334-3107. 

The  Bodine  Corporation,  317 
Mountain  Grove  Street,  Bridge- 
port, CT  06605. 


Bodine 


Profiles 

though,  starting  with  the  landlords. 
Some  of  Food  Fair's  leases  had  stan- 
dard clauses  stating  that  if  the  tenant 
went  bankrupt,  the  landlord  could 
immediately  cancel  the  lease — leav- 
ing Swerdlow  with  nothing  to  sell. 
But  he  wasn't  fazed.  "We  decided  to 
disregard  anything  negative  and  to 
proceed  in  a  totally  Pollyanna  fash- 
ion," Swerdlow  says. 

The  bankruptcy  court  wound  up 
agreeing  with  Swerdlow,  saying  that 
if  the  landlord  was  going  to  get  an- 
other good  tenant,  he  had  no  right  to  a 
windfall  from  Food  Fair's  troubles.  "If 
the  landlord  makes  a  bargain  at  $1  per 
foot,  why  should  he  benefit  by  raising 
rents,  when  the  value  should  go  to  the 


There  were  lots  of  legal 
problems,  but  "we  decided 
to  disregard  anything  nega- 
tive and  to  proceed  in  a  to- 
tally Pollyanna  fashion," 
Swerdlow  says. 


poor  widows  and  orphans  who  owned 
Food  Fair's  stock?"  Swerdlow  asks, 
reenacting  the  glories  of  his  argu- 
ment. This  right  was  up  for  grabs 
when  Food  Fair  failed  but  has  since 
been  codified  in  new  bankruptcy  law. 

After  three  years  of  hectic  auctions, 
Swerdlow  brought  in  over  $350  mil- 
lion for  Food  Fair's  real  estate — about 
$250  million  from  selling  leases,  the 
remainder  from  property  the  com- 
pany owned  outright.  "That's  a  hell 
of  a  lot  of  money  in  any  Chapter  1 1 
proceeding,"  says  Judge  John  Galgay, 
who  presided  over  the  case.  "It  was 
really  the  backbone  of  Food  Fair's 
reorganization  plan."  The  company, 
renamed  Pantry  Pride,  now  operates 
as  a  smaller  profitable  chain  in  the 
Southeast. 

For  his  labors,  Swerdlow  earned  a 
fee  of  $10  million,  a  bargain  for  the 
creditors  compared  with  what  it 
would  have  cost  if  individual  brokers 
had  handled  Food  Fair's  hundreds  of 
properties.  But  Swerdlow's  company, 
Stone-East  Associates,  didn't  get  to 
keep  all  that  money. 

In  recounting  his  victory,  Swerdlow 
conveniently  omits  to  mention  that 
he  was  then  working  with  Eastdil,  the 
big  real  estate  investment  banking 
firm,  with  whom  he  has  now  parted 
ways.  "We  have  to  approve  any  con- 
sultant appointment  in  a  bankrupt- 
cy, "  recalls  a  banker  who  was  on  Food 
Fair's  creditors'  committee.  "Swerd- 
low was  an  unknown,  while  Ben  Lam- 
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It  doesn't  take  big  money 
for  your  pension  plan 
to  benefit  from 
real  estate. 


Large  or  small,  many  pension  and  profit  sharing 
plans  could  benefit  from  an  investment  in  real 
estate.  It's  an  excellent  hedge  against  inflation.  The 
initial  cash  return  is  generally  higher  than  common 
stock  dividends.  And  real  estate  lessens  investment 
risk  through  portfolio  balance  and  diversification 
of  assets. 

One  problem  for  most  plans  has  been  that 
getting  into  real  estate  has  required  a  sizeable,  and 
often  prohibitive,  outlay  of  funds. 

Mot  any  more. 

With  the  new  Real  Estate  Separate  Account 
offered  by  The  Bankers  Life  of  Des  Moines,  your 
retirement  program . . .  even  defined  contribution 
plans... can  now  invest  in  real  estate  with  no 


minimum  deposit  required.  For  as  little  as  one 
dollar  real  estate  becomes  an  alternative  or  supple- 
ment to  the  usual  fixed  income,  equities  and  money 
market  options. 

And  The  Bankers  Life  has  the  background  and 
experience  any  investment  in  real  estate  requires. 
For  over  30  years,  we  have  been  dealing  nationwide 
in  commercial  real  estate. . .  $2.3  billion  in  mortgages 
and  almost  $500  million  in  property  development 
as  an  owner,  manager  or  joint  venture  participant. 

So,  if  your  retirement  plan,  big  or  small,  should 
be  considering  the  benefits  of  investing  in  real 
estate,  mail  the  coupon  below  or  contact  your  local 
Group  Office  of  The  Bankers  Life.  You'll  find  it  not 
only  possible . . .  but  profitable. 


THE 
BANKERS 
LIFE 


BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


L 


The  Bankers  Life,  Group  Sales 
Des  Moines,  Iowa  50307 

I'd  like  to  know  more  about  the  different  kinds  of  Employee 
Retirement  Funds. 

Name  

Title  

Company  

Add  ress  

City  


FB102 


.  State - 


.Zip. 


_l 


bert,  Eastdil's  president,  was  well 
known  to  many  of  the  senior  people 
in  the  bank.  That  added  a  patina  of 
credibility." 

After  Food  Fair,  Eastdil  and  Swerd- 
low  did  several  more  deals  together, 
but  now  are  competing  for  the  same 
business.  Eastdil  is  saying  unpleasant 
things  about  Swerdlow,  and  Swerd- 
low  is  saying  unpleasant  things  about 
Eastdil — and  Lambert.  "When  a  guy  is 
making  more  money  than  he's  enti- 
tled to,  of  course  it  annoys  him  when 
the  other  guy  leaves,"  Swerdlow  de- 
clares. "I  don't  need  to  pay  for  patina 
now;  I  have  performed." 

With  Swerdlow  calling  his  own 
shots  in  the  credibility  department, 
his  current  association  is  with  Drcxel 
Burnham  Lambert.  With  an  eye 
toward  Braniff  and  other  troubled  air- 
lines, they  have  set  up  a  new  company 
to  dispose  of  unwanted  transportation 
assets.  ("An  airplane  is  just  like  a 
building  that  flies,"  Swerdlow  ex- 
plains.) No  less  than  Harold  Gencen, 
chairman  emeritus  of  ITT,  is  a  direc- 
tor of  this  venture. 

Not  every  bankrupt  retailer,  of 
course,  can  expect  the  pot  of  gold  that 
Food  Fair  received — it  all  depends  on 
the  age  and  rates  in  the  company's 
leases.  "For  us,  it's  still  more  a  ques- 
tion of  limiting  liabilities,"  says  Mi- 
chael Vastola,  chief  financial  officer 
of  Lionel,  the  troubled  toy  retailer 
that  came  to  Swerdlow  for  help  in 
March.  Swerdlow  also  works  for  sol- 
vent clients  such  as  Outlet  Co.,  a 
broadcaster  that  is  moving  out  of  re- 
tailing. "What  Swerdlow  says  he's  go- 
ing to  do,  he  does,"  says  Bruce  Sund- 
lun,  Outlet's  president. 

Because  every  lease  that  Swerdlow 
tries  to  market  has  its  own  complicat- 
ed legal  and  financial  history,  his 
business  doesn't  lend  itself  to  a  cook- 
ie-cutter approach.  Negotiation  is  the 
name  of  the  game,  often  resulting  in 
unique  solutions,  such  as  the  whole- 
sale swapping  of  one  shopping  center 
for  another  when  the  immediate  prob- 
lem is  just  one  bankrupt  tenant.  Still, 
Swerdlow  has  a  Wang  computer  with 
his  own  file  breaking  down  retail 
stores  by  size,  type  of  business  and 
location.  "When  we  want  to  market  a 
property  we  push  a  button  and  the 
names  of  14  potential  candidates 
come  flying  out,"  he  says. 

Lately,  Swerdlow  has  been  working 
so  hard  that  he  has  not  been  able  to 
compete  in  the  yacht  races  that  usually 
keep  him  busy  when  he  is  not  closing  a 
deal.  He  has  boats  custom-built  for  big 
international  events  like  the  Miami 
Nassau  Race,  which  he  won  in  1980. 
But  what — heaven  forfend — if  retailers 
stop  going  bankrupt  ?  Will  Swerdlow  be 


the  first  victim  of  economic  recovery? 
He  pooh-poohs  that  idea.  "Food  Fair 
failed  in  a  rising  retail  economy,"  he 
says.- "If  management  is  bad  enough  to 
make  a  company  fail  when  times  are 
good,  then  I  can  really  do  a  good  job 
because  others  are  expanding." 


Nowadays,  of  course,  Swerdlow 
owns  real  estate  of  his  own  and  has 
plans  for  other  "special  situations  in- 
volving undervalued  assets."  Given 
his  winning  record,  chances  seem 
good  that  Swerdlow  will  turn  dross  into 
gold  even  in  a  shining  economy.  ■ 


There  is  more  to  Manville  s  financial  trou- 
bles than  those  asbestos  lawsuits. 


Why  didn't  the 
creditors  notice? 


By  Barbara  Rudolph 


ASBESTOS  LAWSUITS  FORCED  $2.2  bll- 
,lion  Manville  Corp.  to  take  refuge 
in  Chapter  1 1  two  months  ago.  But 
asbestos  isn't  the  whole  story. 

Kidder,  Peabody's  Robert  Levine 
and  Barre  Littel — experts  in  cash  flow 
analysis — argue  that  you  could  have 
spotted  Manville's  main  problems  as 
far  back  as  1979.  The  company  earned 
$115  million  that  year,  but  its  excess 
cash  flow — the  amount  the  company 
actually  could  spend  on  growth — had 
already  begun  to  turn  negative,  as  de- 
clining earnings  were  compounded  by 
rising  interest  expense  and  cash  divi- 
dends. By  1980  excess  cash  flow  had 
sunk  to  a  negative  $137  million  and 
by  1981  it  was  a  negative  $222  mil- 
lion. Says  Littel,  "That  was  clearly 
inadequate  to  support  the  asset  base 
of  the  company."  A  Manville  spokes- 
man says  only  that  "we  take  excep- 
tion to  the  simplistic  assumptions"  of 
cash  flow  accounting. 

During  those  same  years  the  com- 
pany was  increasing  its  cash  divi- 
dends, from  $39  million  in  1978  to 
almost  $70  million  last  year  when 
Manville  paid  out  more  in  dividends 
than  it  earned. 

Over  on  the  balance  sheet,  Man- 
ville's problems  have  a  great  deal  to 
do  with  the  cost  of  an  unfortunate 
acquisition — asbestos  litigation  not- 
withstanding. In  [anuary  1979  Man- 
ville bought  Olinkraft,  Inc.,  a  forest 
products  company,  for  nearly  $600 
million,  or  about  15  times  earnings. 
They  shelled  out  almost  $300  million 


in  cash — "That  would  come  in  handy 
now,"  says  Kidder's  Littel — and  an- 
other $300  million  in  convertible  pre- 
ferred stock. 

It  is  unfortunate  that  Olinkraft  is  a 
forest  products  company,  a  business 
that  has  seen  hard  times  lately.  The 


acquisition  turned  out  to  be  "dilu- 
tive." Manville  saw  no  dollars  in  in- 
creased cash  flow  as  a  result  of  it. 
Only  dollars  going  out. 

Manville  counted  that  preferred 
stock  as  equity,  not  debt.  That  would 
mean  a  comfortable  debt-to-equity  ra- 
tio of  l-to-2.  But  is  that  preferred  real- 
ly equity?  It  contained  a  sinking  fund 
provision,  which  means  that  the  com- 
pany must  gradually  pay  back  the 
Olinkraft  stockholders.  If  you  reclas- 
sify that  stock  as  debt,  not  equity,  the 
company's  ratio  is  about  1-to-l — a 
distinct  deterioration.  Even  without 
the  asbestos  liabilities,  Manville  was 
not  a  paragon  of  financial  health.  ■ 
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J  JAGUAR 


A  limited  edition  sedan  by  the  coachbuilder 
whose  luxury,  finish  and  finesse 
have  satisfied  royalty  for  generations. 


•-jhe  Vanden  Plas  is  that  automotive 
J  rarity,  a  truly  limited  edition  .  And  while 
aguars  are  luxurious,  the  Vanden  Plas  is 
;xercise  in  pure  indulgence.  The  dash- 
rd  and  door  panels  are  inlaid  with  spe- 
y  selected  burl  walnut  veneers.  The 
ler  faced  seats  have  been  modified  so 
all  passengers  can  enjoy  armchair  corn- 
There  are  handy  map  pockets  for  rear 
passengers  and  two  swivel  reading 
3s.  Adding  luxury  to  luxury:  specially 
3r\  throw  rugs  have  been  fitted  over  the 
>eting.  Even  the  Vanden  Plas  colors  are 


special  and  exclusive  among  Jaguar  sedans. 

Yet  perhaps  the  most  attractive  feature  of 
the  new  Vanden  Plas  is  that  it  is  a  Jaguar 
Series  III  at  heart.  This  means  that  the  car 
moves  under  the  silken  power  of  Jaguar's 
electronically  fuel  injected  double  over- 
head cam  six.  Like  all  Jaguars,  the  Vanden 
Plas  handles  with  the  reflexes  of  a  sports 
car.  The  steering  is  rack  and  pinion  and 
notably  precise.  The  car's  feel  for  the  road  is 
sure  and  stable  because  it  has  fully  inde- 
pendent suspension  on  all  four  wheels.  And 
power  disc  brakes  on  each  wheel  assure 


smooth  and  steady  stopping  power.  The 
complement  of  luxuries  is  full  and  thought- 
ful: the  heating  and  air  conditioning  adjusts 
itself  automatically  once  you  have  selected 
your  preferred  temperature.  There  is  cruise 
control,  a  power  sunroof,  power  door  lock- 
ing and  antenna,  and  a  new  AM/FM  stereo 
radio  with  digital  scan  tuning  and  cassette. 
Come.  Drive  this  most  elegant  edition  of  the 
best  Jaguar  ever  built.  For  your  nearest 
dealer,  call  toll  free:  (800)  447-4700,  or,  in 
Illinois,  (800)322-4400. 
M  Jaguar,  Leonia,  N.J.  07605 


"I  don't  think  any  other  computer  could  have 
grown  with  us  the  way  our  Datapoint  has." 

— Riley  Jackson 

VP,  Information  Systems 

First  Interstate  Bank  ol  Washington, 

Seattle 


First  Interstate  Bank's 
computer  was  the 
right  size  when  they 
bought  it,  and  stayed 
the  right  size  as  the 
company's  data  pro- 
cessing needs  grew. 
That's  because  they 
bought  Datapoint's  expandable  comput- 
er system,  the  ARC"'  local  network. 

The  ARC  is  expandable  in  a  way  no 
other  computer  is.  You  can  actually 
increase  its  computing  power.  So,  when 
First  Interstate  wanted  their  computer 
to  do  more  work  for  more  people,  they 
just  plugged  in  more  Datapoint  proces- 
sors, storage  disks,  terminals,  and 
printers.  The  ARC  wasn't  slowed  by  the 
added  work  because  they  were  adding 
computing  power  with  each  expansion. 

"So  far  we've  expanded  our  adminis- 
trative computer  system  from  30  users 
to  more  than  100,"  Jackson  says.  "The 
expansion  steps  are  so  simple  that  I  really 
don't  pay  much  attention  any  more.  If 
somebody  has  a  cost-justifiable  job  he 
wants  to  do  with  the  ARC,  we  just  plug 
in  the  new  equipment  he  needs  and  he's 
on  the  system.  The  other  users  are 
unaffected. 

"Compare  that  to  the  huge  effort  that 
usually  goes  into  upgrading  a  company's 
computer.  Upgrading  the  ARC  is  sim- 
pler than  buying  a  company  car." 

Never  again  face  the  hassles 
of  computer  replacement 

With  the  ARC,  your  company  is  spared 
the  trauma  of  outgrowing  its  computer 
and  starting  over  with  a  bigger  one.  And 
because  the  ARC  :  stem  is  expand- 
able, you  can  keep  all  your  people  on  one 
system.  You're  never  forced  to  keep 


Computing       Small  — ^ 

power  computer 

Over  's  replaced 
capacity 


To  grow  with  ordinary  computers,  you  throw  out  a 
little  one  and  bring  in  a  bigger  one.  You  almost  always 
have  too  much  computer  or  too  little. 

duplicate  files  in  several  computers. 

Some  other  companies  call  their  com- 
puters "expandable."  But  check  to  see 
what  that  really  means.  For  some, 
"expandable"  means  there's  a  bigger 
computer  in  the  product  line  so  you'll 
have  something  to  move  up  to  when  you 
outgrow  the  first  one.  For  others,  it 
means  you  can  add  more  memory.  For 
still  others,  it  means  you  can  connect 
several  computers  together  in  a  net- 
work. But  can  those  "expandable" 
systems  grow  in  processing 
power?  ARC  can. 

The  most  widely 
used  local  network 

Datapoint  pioneered  the 
concept  of  local  networks 
when  the  ARC  was  intro- 
duced more  than  five 
years  ago.  Now  there  are 
more  than  4,000  ARC 
systems  in  use,  far 
more  than  any  com- 
petitive system,  and  an 
experienced  service 
organization  supports 
them  worldwide. 

Datapoint  computer 
systems,  including  the 
ARC,  will  work  with 
Datapoint  word  pro- 
cessing, electronic 


With  Datapoint 's  expandable  computer,  you  can  add 
computing  power  in  small,  inexpensive  increments, 
closely  matching  capacity  of  the  system  to  user  needs. 

message,  and  telephone  systems.  You 
can  assemble  a  single,  comprehensive 
information  system  and  that  system  will 
be  expandable,  too. 

For  more  about  Datapoint,  call  (800) 
531-5639.  In  Texas,  call  (800)  292-5099. 
Telex  767300  in  the  U.S.;  06986622  in 
Canada;  or  923494  in  Europe.  Or  write 
Datapoint  Corporation,  Corporate 
Communications  T41FB,  9725  Data- 
point  Drive,  San  Antonio,  Texas  78284. 
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The  Payless  Cashways  home  center  chain 
grows  a  lot  bigger  by  encouraging  its  man- 
agers to  get  a  little  richer. 


Do  it  yourself 


By  Lisa  Gross 


AMONG  THE  SPREADING  CHAINS  of 
hardware  stores — now  called 
b  home  centers — that  supply  the 
tools  of  do-it-yourself  home  repair  to 
America's  suburbanites, 
fast-growing  Payless  Cash- 
ways  Inc.  does  one  thing 
better  than  the  others, 
and  that  may  be  the  se- 
cret of  its  success:  It 
gives  its  store  managers 
more  autonomy  and  great- 
er incentives. 

The  manager  of  any  of 
98  Payless  Cashways  or 
Furrow  stores  in  the  Mid- 
west and  Southwest  con- 
trols the  store's  inventory, 
is  responsible  for  pricing 
and  local  advertising, 
charts  the  store's  own 
business  plan  and  hands  it 
to  headquarters — not  the 
other  way  around.  He  sets 
the  net  profit  margin  goals 
that  govern  the  incentive 
bonus.  The  Payless  Cash- 
ways  managers — many  of 
them  with  college  de- 
grees— earn  salaries  that 
range  from  $22,000  to 
$38,600,  plus  3%  of  the 
store's  pretax  profits,  and 
as  much  as  25%  more  if 
certain  net  margin  goals 
are  met. 

Is  the  policy  successful? 
Look  at  the  results:  Since 
1971  Payless  Cashways 
has  grown  from  $36  mil- 
lion revenues  to  around 
$580  million  in  the  fiscal 
year  ending  Nov.  27.  Earn- 
ings have  grown  from  $1.8 
million  to  an  anticipated 
$23    million    this  year, 


with  return  on  stockholders'  equity  of 
more  than  20% . 

Where  did  Payless  come  up  with 
the  incentives  idea?  In  Pocahontas, 
Iowa  (pop.:  2,352),  home  of  the  first 
store  opened  in  1930  by  company 


Payless  Cashways'  Stanley  Covey  (left)  and  David  Stan/e\ 
"There's  a  good  ten  years  before  maturity." 


founder  Sam  Furrow.  As  Furrow 
opened  more  stores  in  Iowa  and  Min- 
nesota, he  gave  his  managers  a  piece 
of  the  ownership  of  each  subsequent 
store.  The  incentives  worked,  and  by 
1969,  when  Payless  went  public,  it 
had  16  stores  with  $18  million  sales. 

Furrow  had  a  few  other  ideas  that 
paid  off.  Payless,  unlike  most  hard- 
ware or  lumber  companies,  is  strictly 
cash-and-carry.  Why?  "You  have  to 
remember  the  building  environment 
after  World  War  II,"  explains  Chair- 
man J.  Stanley  Covey,  52,  whose  first 
job  in  1949  was  as  a  yard  worker  in 
Furrow's  second  store  in  Early,  Iowa 
(pop.:  670 — the  store  still  offers  free 
coffee).  "Anybody  in  a  retail  business 
tied  to  construction  had  difficulty 
with  accounts  receivable.  So  we  said, 
if  we're  going  to  eliminate  accounts 
receivable,  we  have  to  replace  it  with 
a  low  cash-and-carry  price."  Payless 
caters  to  the  homeowner,  not  the  lo- 
cal builder.  That  is  why  sales  have 
continued  to  grow  in  a  disastrous  peri- 
od for  new  home  construction. 

How  much  of  the  build- 
ing materials  market  does 
Payless  miss  by  refusing 
to  offer  credit?  President 
David  Stanley,  47,  esti- 
mates the  lost  market  at 
$18  billion  out  of  a  total 
$54  billion  home-im- 
provement market  last 
year.  But  it's  worth  it: 
"We  have  no  stores  depen- 
dent on  the  new  housing 
market,"  he  says. 

After  Payless  made  the 
decision  to  drop  credit  in 
the  late  Forties,  Furrow's 
stores  began  to  pool  their 
buying,  eliminating  the 
middleman  distributor  by 
going  directly  to  the  man- 
ufacturer. Not  a  new  idea 
now,  but  then,  when  the 
chief  competition  was 
mom-and-pop  hardware 
stores,  a  successful  idea. 

As  the  chain  has  spread, 
its  appetite  for  growth  has 
increased.  Where  it 
opened  two  stores  in 
1975,  it  is  now  opening  14 
or  15  a  year.  Stanley — 
who  left  the  executive 
vice  president's  post  at 
the  Minneapolis  broker- 
age firm  of  Piper,  Jaffray  & 
Hopwood  in  1980  to  take 
the  president's  job  at  Pay- 
less— looks  at  the  270 
stores  of  W.R.  Grace's 
home  center  division 
(which  includes  Handy 
Dan  Stores),  or  the  341  re- 
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Meeting  Japan's  Challenge 


Eleventh  in  a  Series 


Iffy  THINGS 


IF  YOU'RE  TRYIN 
TO  SELL  THE 
JAPANESE. 


One  of  the  most  difficult  challenges  facing  American  business  has  been  to  find  a  way  to 
sell  to  the  Japanese  We  think  we  have  a  solution. 

It's  a  simple  strategy  and  involves  only  a  few  basic  steps.  But  it  has  worked  for  us. 

Instead  of  just  talking  about  building  quality  products,  years  ago  we  committed  our  entire 
;ompany  to  doing  it  And  in  living  up  to  that  commitment  we've  proven  that  with  the  right 
ipproach  American  manufacturers  can  meet  the  Japanese  on  their  own  home  grounds. 

A  big  key  to  success  is  having  a  strong  enough  commitment  to  get  through  the  tough 
nitial  stages.  We  learned  this  in  1978  when,  with  the  encouragement  of  the  U.S.  government, 
Motorola  decided  to  compete  for  some  of  the  electronics  business  traditionally  awarded  only  to 
apanese  companies  by  Japan's  giant  Nippon  Telegraph  and  Telephone  Public  Corporation. 

It  was  a  bold  undertaking  that  required  substantial  investments  of  time  and  money  In  fact, 
ust  to  enter  the  competition  it  was  necessary  to  complete  an  exhaustive  survey  of  competitive 
products  and  to  translate  and  study  all  the  pertinent  Japanese  specifications. 

But  if  you  want  to  sell  to  the  Japanese 
rou  have  to  make  the  effort.  So  we  did  it 

Then  we  did  something  even  tougher. 
/Ve  committed  ourselves  to  exceeding  the  quality 
itandards  they  set  for  us. 

And  succeeded.  In  early  1982,  after 
:ompetmg  with  a  number  of  Japanese  electronics 
nanufacturers,  Motorola  demonstrated  in 
igorous  testing  that  our  pagers  exceeded  NTT's 
eliability  standards,  while  complying  with  their 
;tnctest  price  and  delivery  requirements. 

As  a  result,  Motorola  was  officially  quali-  Made  in  America 

ied  by  NTT  as  a  supplier  of  pocket  pagers.  The 

irst  and  only  non- Japanese  firm  ever  admitted  to  this  heretofore  closed  group. 

Orders  for  over  50,000  Motorola  pocket  pagers  are  expected  this  year  alone 

In  striving  to  exceed  quality  and  reliability  standards,  though,  it  is  equally  important  to 
namtain  high  standards  of  customer  service. 

We  are  convinced  that  this  success  in  the  Japanese  market  is  due  largely  to  the  way  we 
ipproach  every  one  we  serve. 

It's  a  simple  common  sense  way  of  doing  business  that  says  we  pay  as  much  attention  to 
he  wants  and  needs  of  our  customers  as  we  do  to  the  quality  of  the  products  we  make  for  them. 

We  think  there's  one  other  basic  factor  that's  also  responsible  for  Motorola's  success  in 
ellmg  to  the  Japanese.  Our  participative  management  attitude. 

One  of  our  goals  is  to  make  every  Motorola  employee  in  every  Motorola  plant  an  effective 
)art  of  the  management  team  of  our  company.  And  because  employees  are  motivated  by  this 
:hance  to  participate  and  are  rewarded  for  their  efforts,  we've  found  we're  able  to  bring  to  bear 
)n  every  product  we  make  the  enthusiasm,  the  dedication,  and  the  attention  to  detail  that  result 
i  the  highest  kind  of  quality. 

The  kind  of  quality  that  has  allowed  an  electronics  company  like  Motorola  to  sell  in  a 
:ountry  where  they  make  some  fine  electronics  themselves. 

(^)  MOTOROLA  A  World  Leader  in  Electronics 
Quality  and  productivity  through  employee  participation  in  management 


t)  1982  Motorola  Inc  Motorola  and  (W)are  registered  trademarks  ol  Motorola,  Inc 


rxi 


IF  WHAT 
YOU  NEED  IS 
INFORMATION, 
THIS  IS 
ALLYOU 


NOW 


Information  when  you  need  it.  Where  you 
need  it.  Right  at  your  desk.  In  less  than  a 
square  foot  of  space.  That's  Scanset™  The 
first  personal  information  terminal  designed  specifically  for  managers. 

Simply  press  one  button,  and  Scanset  can  automatically 
connect  you  to  any  of  over  900  information  sources.  Or  automatically 
dial  up  to  36  telephone  numbers.  So  you  get  instant  access  to  data 
bases  such  as  THE  SOURCES  Dow  Jones  News/Retrieval;8 
Comp*U*Star™  Tymshare  . . .  even  your  own  company  computer. 
And  you  don't  have  to  type  or  program. 

Scanset  is  priced  at  only  $649  including  valuable  sub- 
scriptions to  three  information  data  bases  you  can  use. . . as  soon 
as  you  open  the  box. 

Scanset.  The  inexpensive  information  management  tool  that 
doesn't  require  a  lot  of  management. 

USE  YOUR  PHONE  FOR  INFORMATION 
1(800)  228-2028  EXT.  61 


SCANSET 


THE  PERSONAL  INFORMATION  TERMINAL  FROM  TYMSHARE 

Tymshare  1 1  It  SOURCE  is  a  mark  of  Source    Dow  Jones  News/Retrieval  is 

20705  Valley  Green  Drive     telecomputing  Q)ippration         aregistered  trademark  of 
i~        s       r-Ar>rn-i/(  d  subsidiary  ot  the  Readers  Dow  lories  &  Company  Inc. 

Cupertino,  LA  ybOT4  Digest  Association,  Inc.  Comp*U*Star  is  a  trademark  ot 

Comp-U-Card  of  America,  Inc. 
Scanset  is  a  trademark  of 
Tymshare,  Inc 


tail  building  products  outlets  of  Evans 
Products,  and  says,  "There's  a  good 
ten  years  before  this  company  suffers 
maturity."  Accordingly,  the  stock 
market  gives  Payless  a  growth  com- 
pany's price/earnings  ratio,  approxi- 
mately 15  times  anticipated  1982 
earnings  of  SI. 90  per  share. 

The  multiple  helps  Payless  finance 
its  rapid  growth.  Last  year — with  its 
long-term  debt  already  at  38%  of  cap- 
italization— the  company  sold  1 . 1  mil- 
lion shares  of  stock  at  $22.50  a  share, 
almost  16  times  its  1981  earnings.  But 
growth  multiples  are  as  delicate  as 
eggshells  and  falter  at  the  slightest  hint 
of  an  earnings  downturn.  A  chain  so 
dependent  on  the  performance  of  indi- 
vidual managers  is  bound  to  come  up 
short  now  and  then.  It  happened  to 
Payless  when  the  chain  ventured  into 
the  Houston  market  in  1979.  Payless 
opened  five  stores  in  suburban  Hous- 
ton, appointed  the  store  managers  and 
waited  for  the  normal  pattern  of  profit- 


To  finance  its  rapid  growth 
Payless  sold  stock  at  al- 
most 16  times  1981  earn- 
ings. But  growth  multiples 
falter  at  the  slightest  hint 
of  an  earnings  downturn.  A 
chain  so  dependent  on  the 
performance  of  individual 
managers  is  bound  to  come 
up  short  now  and  then. 


ability  in  the  first  year.  But  the  earnings 
lagged  because  store  managers,  though 
recruited  from  elsewhere  in  the  chain, 
were  new  at  their  specific  jobs  and  to 
metropolitan  areas. 

That  said,  there's  no  doubt  that 
Payless  Cashways  and  similar  home 
center  chains  are  islands  of  prosperity 
in  a  dismal  time  for  housing.  New 
houses  are  not  getting  built,  making  it 
all  the  more  economical  to  fix  up  the 
old  ones.  For  the  suburban  homeown- 
er, reluctant  to  pay  the  labor  rates  of 
professional  plumbers  and  carpenters, 
the  30,000-square-foot  Payless  Cash- 
ways  store — where  all  the  necessary 
equipment  comes  with  advice  on 
such  things  as  door  hanging  and  fau- 
cet replacement — seems  the  answer 
to  a  prayer.  And  the  Payless  Cashways 
store  managers  know  their  custom- 
ers. That  is  why  they  stock  the  shiny, 
expensive  new  faucets  at  eye  level  and 
the  plainer,  cheaper  ones  at  floor  lev- 
el, where  the  customer  must  hunker 
down  to  reach  them.  The  extra  margin 
on  the  shiny  faucet,  after  all,  helps  with 
the  manager's  incentive  bonus,  and 
helps  keep  Payless  Cashways  Inc.  at 
the  top  of  the  do-it-yourself  market.  ■ 
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SIGN  A  RYDER 
TRUCK  LEASE  NOW 
BEFORE  TAX  LAWS  CHANGE 
JANUARY 1,1983. 


CONGRESS  HAS  AMENDED 
THE  1981  TAX  LAWS. 
ACT  NOW  TO  GET  FULL 
TAX  ADVANTAGES. 

The  tax  laws  of  1981  affected 
investment  tax  credits,  depreciation 
and  residuals.  But  you  can  still  take 
advantage  of  the  1981  laws  benefits 
by  signing  a  Ryder  lease  now  and 
putting  new  Ryder  trucks 
in  service  before 
lan.  1, 1983. 


And  if  you  act  now  you  get  trucks 
at  1982  prices. 

A  RYDER  FULL 
SERVICE  LEASE  OFFERS 
OTHER  ADVANTAGES. 

The  efficiency  of  Ryder-leased 
trucks  reduces  the  cost  of  truck 
operations,  frees  up  capital  and 
management  time.  The  cost  of  the 
lease  is  a  tax  deduction  and 
since  it's  an  operating 
lease,  it  improves 
your  financial 
ratios. 


RYDER  DOESN'T 
JUST  KNOW  TRUCKS. 
WE  KNOW  TAXES. 

Get  together  with  a  Ryder 
transportation  expert.  He'll  work 
with  you  and  determine  if  truck 
leasing  makes  sense  for  you.  If  it 
does,  Ryder  tax  experts  will  work 
with  your  financial  people  and 
come  up  with  the  most  attractive 
tax  structure. 

GREATER  EFFICIENCY, 

COST  SAVINGS 
AND  TAX  ADVANTAGES. 

A  Ryder  truck  lease  can  give 
you  a  more  efficient  transportation 
system  and  tax  advantages.  Call 
the  nearest  Ryder  District  Office 
or  mail  the  coupon  now. 


RYDER,  TELL  ME  MORE  ABOUT 
HOW  I  CAN  TAKE  ADVANTAGE OFTHE 
TAX  LAWS  BEFORE THEY  CHANGE 


NAMEATITLE 


COMPANY  NAME 


TYPE  OF  BUSINESS 


CITY/STATE/ZIP 


PH(  INI 


R 


MAIL  TO:  RYDER  TRUCK  RENTAL.  INC 
BOB  CAMPBELL.  EXEC  VP  FINANCE 
RO  BOX  520816 
MIAMI,  FLORIDA  33152 


RYDER  TRUCK  LEASiMG  AHD  mMMG 


A  SkRVICL  Of  R)l»  R  SYSII  M 


An  Arizona  utility  is  showing  the  world 
how  to  expand,  raise  capital  and  still  keep 
both  regulators  and  shareholders  happy. 


I  ight  light 


By  Toni  Mack 


T|ucson  Electric  Power  is  not 
your  average  stodgy  utility.  It 
slipped  through  a  loophole  last 
year  to  sell  $289  million  in  tax- 
exempt  bonds — and  not  mere  pollu- 
tion-control bonds  either — and  is 
playing  arbitrage  with  the  proceeds. 
It  gives  executives  stock  options, 
which  would  of  course  be  almost 
worthless  at  most  electric  companies. 
At  a  time  when  many  utilities  are 
relieved  to  be  finished  with  crippling 
capital  programs,  Tucson  Electric  is 
expanding  generating  capacity  by 
half,  about  a  decade  before  the  rate- 
payers will  need  it.  And  was  there 
ever  a  utility  that  went  in  for  a  $15.5 


million  rate  increase  and  was  offered 
$17.6  million? 

The  explanation  for  Tucson  Elec- 
tee's good  fortune?  Most  observers 
agree  it  is  Theodore  M.  Welp,  the  util- 
ity's 48-year-old  president.  "He  seems 
to  pull  these  things  out  of  the  thin  air, 
year  after  year,"  says  analyst  Barry 
Abramson  of  Merrill  Lynch.  Tucson 
Electric 's  20%  net  profit  margin  on  its 
$350  million  in  1981  revenues  is 
about  double  the  industry  average. 
Earnings  per  share  were  up  24%  last 
year,  to  $2.94 — and  that's  before  an 
86-cents-a-share  extraordinary  gain. 

At  a  recent  22 — up  about  70%  from 
two  years  ago — Tucson  Electric  com- 
mon sells  at  a  20%  premium  to  book 
value,  while  most  utilities  slumber  at 
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Tucson  Electrics  President  Theodore  M  Welp 

Selling  electricity  to  other  utilities  makes  power  cheaper  for  Tucson. 


90%  of  book  or  less.  Says  one  admirer: 
"Ted  Welp  is  going  to  show  you  how 
you  can  get  rich  by  being  a  utility 
executive,  and  still  keep  everyone 
happy." 

Yet  taking  the  helm  at  Tucson  Elec- 
tric looked  more  like  a  suicide  mis- 
sion when  Welp  came  aboard  in  1974. 
Welp,  who  had  gotten  his  B.S.  in  fi- 
nance on  a  baseball  scholarship  at 
Santa  Clara  University,  was  then  trea- 
surer of  Pacific  Gas  &  Electric.  He 
could  have  looked  forward  to  the 
cushy  financial  vice  president's  job  at 
that  cumbersome  utility.  Instead,  he 
took  on  Tucson  Electnc's  financial 
mess.  The  company  had  been  spend- 
ing as  much  as  it  took  in  in  revenues 
each  year  to  double  its  generating  ca- 
pacity. Then  the  oil  embargo  hit,  and 
all  that  capacity  was  an  expensive 
millstone. 

So  Welp  made  a  virtue  of  necessity. 
He  found  utilities  to  buy  the  excess. 
Now  Tucson  Electric  sells  a  third  of 
its  output  away  from  home,  mostly  to 
California — land  of  "lifeline"  rate 
subsidies,  immediate  flow-through 
(until  recently)  of  investment  tax 
credits  and  other  opiates  for  the  elec- 
torate. Utilities  there  can't  get  the 
capital  to  switch  from  oil  to  cheaper 
coal  generation.  But  they  can  buy 
from  Tucson  Electric  at  1  to  2  cents 
per  kilowatt-hour  less  than  they  can 
produce  electricity  themselves. 

Result:  Tucson  Electric  is  in  such 
good  shape  now  that  it  can  fund  67%  of 
its  $1.3  billion  financing  needs 
through  1986 — for  a  coal  conversion, 
some  transmission  and  pollution  con- 
trol equipment  and  a  $612  million 
power  plant  due  to  open  in  1 985 — from 
capital  on  hand  and  future  cash  flow. 
Most  of  the  other  33%  will  come  from 
refunding  tax-exempt  debt. 

Those  healthy  finances  are  a  credit 
to  Welp's  fancy  footwork.  Under  an 
obscure  rule  meant  to  ensure  funds 
for  small  municipal  utilities,  a  utility 
that  sells  power  in  only  two  adjacent 
counties  may  issue  tax-exempt  debt 
in  any  amount  needed.  So  last  year 
Welp  sold  off  properties  in  one  of  the 
three  Arizona  counties  Tucson  Elec- 
tric served,  and  roild:  $289  million  at 
rates  slightly  above  9% — that  is,  3% 
to  5%  cheaper  than  on  conventional 
bonds.  Until  the  projects  get  under 
way,  Welp  has  been  arbitraging  the 
proceeds  at  double-digit  interest  rates. 
Tucson  Electric  earned  $26  million  in 
interest  income  last  year. 

To  raise  more  capital,  Welp  has 
been  turning  assets  into  cash.  Last 
year  he  transferred  at  cost  to  Utah 
International,  a  General  Electric  sub- 
sidiary, coal-processing  equipment 
and  subleases  on  70  million  tons  of 
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coal.  Then  he  sold  the  leases  on  40% 
of  the  coal  to  institutional  investors 
at  a  $19  million  gain  to  Tucson  Elec- 
tric. Welp  expects  to  sell  more  coal 
leases  at  a  $30  million  gain  this  year, 
with  55  million  tons  still  left. 

It  may  seem  at  first  that  Welp  is 
selling  Tucson  Electric's  birthright, 
since  the  company  is  now  75%  coal- 
fired  and  plans  to  be  99%  coal-fired  by 
1991.  But  because  Utah  International 
can  make  better  use  of  depletion  tax 
breaks,  Welp  reckons  he  can  buy  the 
coal  back  as  needed  for  10%  less  than 
he  could  have  produced  it. 

The  fancy  footwork  could  not  have 
been  done,  of  course,  without  the  co- 
operation of  state  regulators — regula- 
tors so  benign  that  in  April  they  man- 
dated a  higher  rate  increase  than  the 
company  asked  for.  In  fact,  one  regu- 
lator, an  ex-union  official  who's  usu- 
ally outvoted  on  rate  requests,  has 
accused  Welp  of  trying  to  woo  him 
with  a  promise  to  use  union  labor  to 
build  a  power  plant.  But  the  Arizona 
regulators — and  Tucson  consumers — 
should  have  much  to  be  pleased 
about.  Though  Tucson  Electric's  resi- 
dential rates  are  still  slightly  above 
the  national  average,  those  rates  have 
risen  only  14%  in  the  last  five  years, 
while  the  national  average  has  shot  up 
49%.  Welp,  with  capital  in  hand,  has 
sworn  not  to  ask  for  anything  but  fuel 
adjustment  increases  until  1985.  And 
his  expansion  program  also  means 
savings  for  the  home  folks. 

Here's  how:  The  Tucson  Electric 
plant  due  to  open  in  1985  will  not  be 
needed  by  Tucson  until  1988.  By 
building  the  plant  three  years  early 
and  selling  its  output  elsewhere,  the 
company  can  both  avoid  construction 
cost  inflation  and  bring  the  plant  into 
its  rate  base  at  a  depreciated  cost — an 
estimated  35%  savings  for  Tucson 
consumers.  Similarly,  San  Diego  Gas 
&  Electric,  Tucson  Electric's  biggest 
outside  customer,  will  buy  enough  of 
a  second  plant's  output  from  1987  to 
1991  to  pay  for  20%  of  the  plant's 
cost.  "Each  year,  as  we  go  out  into  the 
future,  we  pull  back  the  cheaper  plant 
for  our  customers,"  says  Tucson  Elec- 
tric's Financial  Vice  President  J.  Rob- 
ert Johnston.  "It  means  a  good  deal  for 
our  customers,  a  comparatively  ex- 
pensive deal  for  San  Diego." 

It's  not  just  California  that  is  selling 
utility  customers  short.  The  same 
could  be  said  for  Michigan,  Missouri 
and  other  states  that  seem  to  view 
capital  formation  as  evil.  By  one  esti- 
mate, U.S.  utilities  need  to  spend  $50 
billion  to  switch  from  oil  to  coal. 
They  can't  do  it  without  a  warmer 
regulatory  climate — or  without  the 
inventiveness  of  a  Ted  Welp.  ■ 
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h\t  We  Haw  Loved  f 
For  Centuries. You 
I  Will  Love  In  Seconds,  k 

Since  1608  it's  been  the  same  old  story. 
People  love  Old  Bushmills  the  second 
they  taste  it. 

Because  Old  Bushmills  is  smooth  and 
mellow.  A  smoothness  not  easily  come  by. 

The  secret  lies  in  an  ancient  process 
that  goes  back  centuries  to  Ireland.  To  the 
village  of  Bushmills,  and  the  oldest  whiskey 
distillery  in  the  world. 

Here  we  pick  the  local  barley  ripe  for 
harvest  in  nearby  fields. 

We  draw  clear  water  from  the  River  Bush, 
water  bom  for  whiskey. 

We  commit  these  and  other  choice 
ingredients  to  our  age-old  triple  distilla- 
tion process. 

Then  our  whiskey  matures  in 
handmade  oaken  casks. 

When  it  finally  comes  of  age  years 
later  only  then  is  it  worthy  of  our  label. 
Old  Bushmills. 

But,  like  18  generations  before  you, 
you'll  know  exactly  what  that  means. 
After  your  very  first  taste. 
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The  taste  you  don't  have  to  acquire, 


Distr  ibuted  data  processing  with  a  network  of  IBM  small  systems 

ACE  HARDWARE 
NAILS  DOWN 
INFORMATION  OUT 
WHERE  IT  'S  NEEDED. 


It  takes  the  right  tools  to  build 
distributed  data  processing  systei 
that  provides  up-to-date  informj 
tion,  when  and  where  it's  needec 
Ace  Hardware  Corporation  foun 
the  right  answer  in  a  network  < 
IBM  small  systems. 

An  IBM  8100  Information  Sy 
tern  in  each  of  Aces  regional  disti 
bution  centers  has  compressed  tl 
time  it  takes  to  process  orders  whi 
expanding  productivity.  The  810' 
are  tied  through  phone  lines  to 
large  IBM  computer  in  Ace's  hea> 
quarters  in  Oakbrook.  Illinois.  A 
-the  second  largest  chain  of  reti 
hardware  stores  in  the  U.S.-is  a  c 
operative  acting  as  a  wholesaler 


r  4,000  independent  retailers. 
Ace  has  a  reputation  for  service 
s  dealers,  so  the  8100  fits  neatly 
)  the  company's  operations, 
ith  the  8100,  we  cut  the  time  to 
cess  a  supplier  shipment  into  our 
;ntory  from  four  days  to  a  mat- 
of  only  four  hours,"  reports 
er  Peterson,  National  Distribu- 
Manager  for  Ace.  "With  the 
0  and  good  people,  we're  not 
king  harder.  Just  a  lot  smarter." 

Dramatic  Gains 

Peterson  adds  that  produetiv- 
in  Aces  distribution  centers, 
isured  by  the  man-hours  to 
cess  1.000  orders,  has  shown  a 


dramatic  30  percent  improvement 
over  the  past  three  years.  Put  an- 
other way,  it  costs  9.8  percent  less  to 
process  each  line  item,  despite  a  30 
percent  increase  in  wages. 

Easy  to  Use 

Ace  says  that  in  the  distr  ibution 
centers,  people  with  little  or  no  com- 
puter training  find  the  8100  easy  to 
use.  And  dealers  like  it  because  Ace 
has  become  an  even  more  reliable 
source  of  product  at  the  lowest  pos- 
sible cost. 

"We  demand  the  same  high  de- 
gree of  service  from  the  companies 
we  deal  with  as  our  dealers  expect 
from  us."  says  Jim  Van  Wert,  Aces 


Director  of  Information  Services. 
"With  IBM,  we've  always  received  it. 
from  the  people  who  helped  us  de- 
velop the  applications  to  service  rep- 
resentatives across  the  country  who 
can  get  there  fast  if  we  need  help. 

"Distributed  data  processing 
was  waiting  to  happen  at  Ace.  The 
8100  made  it  happen." 

To  learn  how  IBM  small  systems 
could  help  put  distributed  process- 
ing on  your  map,  write  to  IBM. 
1  Culver  Rd.,  Dayton.  NJ  08810.  Or 
call,  toll-free,  IBM  Direct  1 800  631- 
5S82,  Ext.  7. 

Alaska  and  Hawaii,  — —      

I  800  526-2484,  =  =£"  ==£= 
Ext.  7.  ===£~B 


How  Heinz  Tony  O'Reilly  kept  competitors 
at  bay  with  a  mix  of  firm  prices,  reduced 
costs  and  increased  advertising. 


Potato  peel 
and  prime  time 


Heinz  President  Tony  O'Reilly 

National  brands  have  overrun  regionals  "like  the  advancing  Red  Army." 


By  Eamonn  Fingleton 

NEXT  TIME  YOU'RE  HAVING  A 
hamburger,  take  a  look  at  that 
bottle  of  Heinz  Tomato  Ket- 
chup in  front  of  you.  See  any  differ- 
ence? Same  old  burger-splattering 
stuff  you  have  always  used,  right? 

Well,  not  quite.  H.J.  Heinz  Co. 
President  Anthony  J.F.  O'Reilly  has 
made  a  few  changes  in  his  company's 
best-known  product.  Oh,  you  prob- 
ably won't  notice  them.  He  has 
halved  the  cost  of  sweetener,  one  of 
the  most  expensive  ingredients  in 
ketchup,  by  substituting  fructose  for 
sugar.  Heinz  has  switched  to  bottles 
made  of  thinner  but  stronger  glass — 
thus  cutting  not  only  packaging  but 
transport  costs.  And  it  is  using  new 
breeds  of  fleshy  tomato  that  were  spe- 
cially developed  for  higher  solid  con- 
tent— enabling  Heinz  to  cut  its  toma- 
to tonnage. 

The  cost  blitz  on  ketchup  and  other 
Heinz  products  is  one-half  of  Heinz' 
battle  against  competing  brands  and 
against  generics,  which  elsewhere  in 
the  industry  have  been  eating  old-line 
brands  alive.  The  other  half  is  to  bom- 
bard consumers  with  $240  million  of 
advertising  and  promotion  a  year — 
twice  the  level  of  four  years  ago. 

O'Reilly,  a  Dublin-born  lawyer  who 
got  his  start  in  marketing  by  develop- 
ing a  new  brand  of  Irish  butter,  puts  it 
this  way:  "By  widening  our  margins 
we  have  created  reinvestable  funds 
that  we  have  spent  on  advertising.  We 
think  that  is  a  far  better  way  of  mar- 
keting our  products  lastingly  than  to 
engage  in  a  price  war." 

The  linchpin  of  his  strategy  is  to  go 
all  out  for  number-one  brand  status  in 
every  market.  "Being  number  one 
gives  us  economies  of  scale  and  at  the 
same  time  allows  us  to  put  a  few  extra 
pennies  on  the  price,"  O'Reilly  ex- 
plains. "That  gives  us  the  margins  for 
our  advertising.  And  advertising 
strengthens  the  brand." 

That  was  good  news  for  Campbell, 
whose  soups  Heinz  had  been  trying 
unsuccessfully  to  push  off  the  shelves 
for  years.  In  the  early  Seventies  Heinz 
pulled  out  of  the  soup  race  except  for  a 
residual  private-label  business.  It  goes 
against  the  grain  for  O'Reilly  to  make 
a  generic  product.  But  he  made  an 
exception  in  this  case,  partly  because 
of  the  big  writeoff  involved  in  scrap- 
ping an  efficient  modern  production 
facility. 

So  far  O'Reilly's  market-leader 
strategy  has  shown  impressive  re- 
sults. While  holding  prices  more  or 
less  stable  in  real  terms,  Heinz'  mar- 
gins before  marketing  expenses  have 
climbed  steadily  from  5.7%  to  8.5% 
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The  St.  Andrews  Links  Trust, 
rirough  the  300  Club  of 
it.  Andrews,  invites  you 
o  subscribe  to  a  limited 
leserved  Rights  Scheme 
t'hich  guarantees  a  week's 
;olfing  holiday  for  two  persons  over  a 
onsecutive  five  year  period,  at  a  cost  of 
■4,025  (inclusive  of  UK  tax)  payable  in 
atal  in  advance,  to  the  St.  Andrews 
.inks  Trust  bankers. 

With  a  distinctive  history  steeped  in  a 
;reat  tradition  of  royal  and  ancient 
portsmanship,  St.  Andrews  in  Scotland 
las  long  been  regarded  as  the  "Home  of 
loir,  and  for  most  players  it  is  the  most 
irestigious  playing  location.  Whether  it 
s  playing  host  to  top  class  professionals 
t  to  enthusiastic  amateurs,  no  other 
own  has  attracted  such  an  impressive 
nternational  following  and  so  greatly 
nflueneed  the  game's  development. 

*l  unique  opportunity 

Subscription  to  the  30( )  Club  offers  each 
nember  and  accompanying  partner  an 
ixclusive  holiday  package  embracing 
ted,  breakfast  and  dinner  in  a  twin- 
ledded  room  at  the  luxurious  Rusack's 
Marine  Hotel  and  several  rounds  of  golf 
m  all  the  courses  at  St.  Andrews 
including  the  world  famous  Old 
bourse) .  The  number  of  Reserved 
lights  is  limited  to  300. 

>t  Andrews  Links  Trust 

The  St.  Andrews  Links  Trust  operates 
mder  an  Act  of  Parliament  and  has  the 
ontrol  and  management  of  the  Links  of 
it.  Andrews.  Rusack's  Marine  Hotel  is 
vholly  owned  by  the  Trust  and  the  300 
"lub  of  St.  Andrews  has  been  set  up  by 


St  Andrews- 
the  home  of  Golf 


the  Trustees  as  a  very  exclusive  club  to 
provide  facilities  for  its  members  to  play 
golf  at  the  very  cradle  of  the  game  and 
live  in  gracious  and  comfortable 
accommodation. 

St  Andrews  Links 
the  Old  and  the  New 

Each  Reserved  Right  entitles  a 
member  (or  nominee)  and  partner  to  play, 
over  one  week  a  total  of  seven  rounds 
on  the  St.  Andrews  Links,  according  to 
the  following  pattern:  2  rounds  on  the 
world  famous  15th  Century  Old  Course; 
2  rounds  on  the  19th  Century  New 
Course  (perhaps  more  demanding  and 
difficult  than  the  Old);  2  rounds  on  the 
delightful  20th  century  Eden  Course  and 
1  round  on  the  redesigned  19th  Century 
Jubilee  Course;  all  will  be  at  reserved 
times  booked  in  advance. 

Additional  rounds  can  possibly  be 
arranged  for  the  member  who  wants 
even  more  golf. 

Reserving  your  rights 

The  300  Club  Reserved  Rights 
Scheme  will  be  operational  for  five 
years  from  1983.  Applications  for  the 
first  year  should  be  received  by  31st 
December  1982.  To  help  in  the  allocation 
of  suitable  weeks,  member's  will  be 


Joina 
\fery  Exclusive 

Golf  Club  "  ^ 


asked  to  indicate  three 
alternative  weeks  in 
order  of  preference. 
The  most  favourable 
will  then  be  selected 
according  to  order  of 
application  and  your  preference. 
Applications  for  subsequent  years  can 
be  submitted,  again  with  a  choice  of 
three  weeks,  between  1st  July  and  1st 
October  of  the  preceding  year. 

Each  week  will  run  from  Sunday 
lunch-time,  with  the  first  game  played 
on  either  the  Eden  or  the  New  Course 
(the  Old  Course  is  closed  on  Sundays) 
and  will  finish  at  approximately  the 
same  time  on  the  following  Sunday. 
Occasionally  particular  weeks  will  not 
be  available  because  of  major 
championships  and  similar  events  on 
the  Links. 

If  you  would  like  to  join  the  300  Club 
of  St.  Andrews,  or,  if  you  prefer,  would 
like  further  information  about  it,  simply 
complete  the  coupon  below  and  return 
it  to  the  St.  Andrews  Links  Trust.  Please 
note  that  membership  will  only  be  given 
on  receipt  of  the  full  payment  of  £4025. 
In  the  event  of  all  300  memberships 
already  being  taken  up,  your  money  will 
be  refunded  in  full. 

Payment  should  be  made  to  the 
Trust's  bankers  at  the  following  address: 
Royal  Bank  of  Scotland, 
113  South  Street, 
St.  Andrews,  Fife,  Scotland. 
Bank  Reference:  83-26-28. 
Account.  St.  Andrews  Links  Trust. 
Account  No.  00262139. ... 


Rusack's  Marine  Hotel 

Built  towards  the  end  of  the  last 
century,  Rusack's  Marine  Hotel  reflects 
the  charm  and  elegance  of  gracious 
living.  Today  it  boasts  high  standards  of 
sophisticated  contemporary  comfort. 

The  Hotel  overlooks  the' 1st  and  IStli 
fairways  of  the  Old  Course  and  the  Royal 
and  Ancient  Golf  Club  House,  with 
many  of  the  bedrooms  commanding 
superb  views  of  the  famous  Links.  A 
choice  of  rooms  will  be  offered  to  300 
Club  members  in  order  of  annual 
application,  a  significant  proportion  of 
which  will  have  views  over  the  Links 
although  this  cannot  be  guaranteed. 


To:  SL  Andrews  Links  Trust, 
Golf  Place,  St  Andrews, 
Fife,  Scotland,  KY16  9JA 

(1)  1  wish  to  become  a  member 
of  the  300  Club  of  St.  Andrews 
and  have  arranged  for  my  bank 
(  )  to  remit  the  full  cost 
to  your  bank. 

(2)  We  wish  to  become  a  corporate  member  with 
 number  of  Rights. 

(3)  I  wish  more  information  about  the  300  Club  of 
St.  .Andrews.  Please  send  me  a  copy  of  your 
free  colour  brochure. 

H-lete  as  appropriate 


Signature 


Name/Company  Name 

(In  Block  Capitals) 

Address  


Meet  the  people 
who  eome  to 
The  Caymans. 

Youmqy 
be  one  of  them! 

Mostly  professional  or 
managerial.  Business  executives. 
Lawyers,  doctors.  Lots  of  divers, 
honeymooners  and  families. 

Many  come  just  to  relax.  Enjoy 
the  near-perfect  weather.  Get  a  tan 
on  uncrowded,  unspoiled  white 
sand  beaches. 

Others  come  to  dive  or  snorkel  in 
the  world's  most  spectacular 
undersea  wonderland.  Play  tennis. 
Catch  a  big  one  off  Cayman  Brae. 
Or  go  bone  fishing  on  Little 
Cayman.  Or  just  do  nothing.  Read 
a  book  and  swing  in  a  hammock 
secure  in  the  knowledge  that  they 
are  in  a  British  Crown  Colony  with 
a  tradition  of  law  and  order  and  the 
highest  standard  of  living  in  the 
West  Indies. 

More  and  more  families,  friends 
and  couples  prefer  to  stay  in 
beautiful  apartments  with  fully 
equipped  kitchens.  Save  a  mint  on 
meals.  Or  tending  bar.  But  in  the 
evening,  most  dine  out  in  some  of 
the  finest  restaurants  in 
the  Caribbean. 

Since  there  are  no  casinos  and  no 
golf,  obviously  these  are  very 
special  people.  If  you  are  one  of 
them,  you  will  enjoy  the  Caymans. 

An  hour's  flight  from  Miami  on 
Cayman  Airways.  A  little  longer 
from  Houston. 

Good  travel  agents  know  about 
the  Caymans.  Or  write  or  call  for 
color  brochure.  (305)  444  6551. 


Cayman  W  Islam* 
Department  of  Tourism 

250  Catalonia  Ave. 
Coral  Gables,  FL  33134 


in  eight  years.  Meanwhile  marketing 
expenditures  have  been  raised  from 
1.4%  of  sales  to  3.3%.  Result:  After 
marketing  expenses,  net  margins  are 
up,  from  4.3%  to  5.2%.  According  to 
O'Reilly,  that's  second  only  to  Kel- 
logg's  8.9%  among  food  industry  ma- 
jors. Yet  as  recently  as  1974,  Heinz 
ranked  number  four,  after  Kellogg, 
Campbell  and  Norton  Simon.  Heinz' 
return  on  equity:  19.5%. 

In  earnings-per-share  growth, 
Heinz'  16.6%  a  year  is  the  best  among 
the  majors,  surpassing  even  such  thor- 
oughbreds as  Pillsbury  with  15%. 

One  of  O'Reilly's  most  satisfying 
success  stories  is  Star-Kist  tuna,  the 
company's  biggest  brand,  with  sales 
of  more  than  $300  million  a  year.  Its 
market  share  has  risen  to  nearly  30% . 
Ralston  Purina's  Chicken  of  the  Sea, 
which  for  years  vied  with  Star-Kist  for 
top  place,  has  dropped  to  a  reported 
23%.  And  Heinz'  tuna-based  Nine 
Lives  cat  food  has  captured  a  record 
35%  share,  up  from  30%  in  1977. 

Here  again,  the  advertising  push 
was  supported  by  cost  savings  in  pro- 
duction. O'Reilly  explains:  "For  our 
tuna  we  used  to  rely  chiefly  on  the 
catch  off  the  coast  of  Peru.  Today  we 
cover  our  requirements  from  bases 
that  are  literally  all  over  the  world — 
in  New  Guinea,  Puerto  Rico,  Ameri- 
can Samoa,  Truk  and  France.  We  have 
developed  a  network  that  gives  us  the 
lowest-cost  raw  tuna  of  any  major." 

But  O'Reilly  is  proudest  of  Heinz' 
Ore-Ida  processing  subsidiary.  Heinz 
bought  it  in  the  mid-1960s  when  it 
was  nearly  bankrupt,  and  in  the  last 
ten  years,  thanks  in  part  to  the  "All 
righta"  advertising  campaign,  has 
steamrolled  from  30%  of  the  retail 
french-fned-potato  market  to  55%. 
The  nearest  competitor  has  an  esti- 
mated 3%. 

He  waxes  lyrical  about  Ore-Ida's 
technology:  "Defect  removal  is  now 
done  by  a  bank  of  suction  devices  that 
are  like  a  sidewall  of  cannons  poised 
behind  an  electronic  eye  that  guides 
them.  We  now  just  have  an  enormous 
belt  of  glistening  white  potato,  where, 
before,  we  used  to  have  rows  of  wom- 
en standing  on  either  side  looking  for 
specks  and  bruises." 

Yield  per  100  tons  of  raw  potato  has 
risen  from  43  tons  of  finished  product 
to  52.  More  accurate  machines  mean 
less  is  thrown  away  in  peelings.  Sliv- 
ers too  small  to  make  french  fries  are 
now  used  in  a  smorgasbord  of  new 
products  like  Tater  Tots. 

O'Reilly  is  firmly  resisting  what  he 
regards  as  the  siren  call  to  mop  up  idle 
capacity  by  producing  for  the  generics 
industry.  He  says:  "If  I  tried  to  launch 
a  new  company  called  Generics  of 
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America,  I  couldn't  raise  a  damned 
dollar  on  Wall  Street.  There  just  is  not 
the  margin  there." 

If  anything,  the  importance  of  big 
national  brands  will  increase  in  years 
to  come,  he  believes.  National  brands 
have  already  overrun  regional  brands 
"like  the  advancing  Red  Army":  Bulk- 
buying  discounts  mean  television  ad- 
vertising rates  are  much  lower  for  na- 
tional than  for  regional  advertisers. 
He  sees  more  and  more  viewers  being 
siphoned  off  by  cable  so  that  the  pull- 
ing power  of  the  big  prime-time 
shows  advertisers  love  will  be  under- 
mined. That  means  the  cost  of  estab- 
lishing a  new  brand,  already  $25  mil- 
lion minimum,  will  rise.  So  existing 
brands  will  be  that  much  more  shel- 
tered from  aggressive  newcomers. 

That  said,  O'Reilly  is  determined  to 
grab  more  than  his  share  of  the  new 
markets  that  do  emerge.  So  he  has 


O'Reilly  is  firmly  resisting 
what  he  regards  as  the  siren 
call  to  mop  up  idle  capacity 
by  producing  generics.  He 
says:  "If  I  tried  to  launch  a 
new  company  called  Gener- 
ics of  America,  I  could  not 
raise  a  damned  dollar  on 
Wall  Street.  There  just  is  not 
the  margin  there." 


been  concentrating  on  acquisitions. 
He's  patting  himself  on  the  back  for 
the  recent  purchase  of  Weight  Watch- 
ers International  for  $120  million.  A 
franchise  operation  that  offers  class- 
room programs  for  dieters,  Weight 
Watchers  had  been  experimenting 
with  a  line  of  low-calorie  foods,  but 
with  mixed  results.  Under  Heinz 
management,  Weight  Watchers  is 
flourishing. 

O'Reilly  expects  Weight  Watchers 
to  grow  by  at  least  20%  a  year,  five 
points  faster  than  Heinz'  core  busi- 
ness. Already  products  and  services 
sold  under  the  Weight  Watchers  name 
gross  more  than  $400  million  a  year. 

Further  acquisitions  will  be  strictly 
in  the  grocery  business,  and  they  will 
probably  be  small.  Big  mergers  are  out 
for  Heinz  because  O'Reilly  thinks  the 
internal  political  problems  that  often 
result  are  not  worth  the  candle. 

The  easy  thing  to  have  done  when 
confronted  with  competition  from 
cheaper  no-name  products  and  sales- 
hungry  competitors  was  to  lower 
prices.  Instead,  Tony  O'Reilly  decided 
to  lower  costs  and  use  most  of  the 
proceeds  to  increase  advertising.  In 
the  process  he  may  have  rediscovered 
the  birthright  of  H.J.  Heinz.  ■ 
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THE  LAND 
AND  THE 
PROMISE. 

"Soon  the  New  York  skyline 
appeared  in  the  gray  sky,  dim  al 
first,  then  sharply  jagged,  and  j 
the  Statue  of  Liberty  moved 
toward  us... this  symbol  of  \ 
America — this  enormous 
expression  of  what  we  had  a!' 
been  taught  was  the  inner 
meaning  of  this  new  country 
— inspired  awe  in  the  hopefu1 
immigrants." 

As  a  nation  we  are  not  eas-  j 
/Aily  awed  by  symbols. 
But  a  few,  like  the  1 5 1  -foot 
tall  work  of  the  French 
sculptor  Auguste  Bartholdi,  j 
have  taken  on  meanings 
well  beyond  those  intended 
by  their  creators.  Alone  and 
weathered,  the  durable  lady 
stands  at  the  front  door  of 
America  with  a  symbolic 
promise  of  a  better  life. 

But  to  fulfill  the  promise 
we  must  meet  today's  en- 
ergy needs,  while  building 
the  bridge  that  takes  us  to 
the  place  or  time  of  energy 
independence.  At  nutech 
we  are  mindful  of  this  need. 
Our  challenge  is  to  provide 
innovative  engineering  so- 
lutions to  virtually  any 
structural  or  systems  engi- 
neering problem.  Without 
consideration  to  comprom- 
ise. The  intent  is  basic.  The 
efficient  and  responsible 
application  of  existing  re- 
sources will  provide  the  op- 
portunities for  the  future. 

As  engineering  consul- 
tants to  the  nuclear  power, 
electric  utility,  petroleum, 
and  construction  industries, 
we  at  nutech  are  providing 
answers.  Offering  solutions. 
And  are  helping  make  the 
promise  a  reality. 

nutech 


A  limited-edition  poster  ol  the  Statue 
of  Liberty  is  available  by  writing:  Nutech, 
6835-P  Via  Del  Oru,  San  lose,  CA  95119. 


The  automotive  industry  is  busy 
proclaiming,  with  maximum  media 
fanfare,  that  The  Thrill  Is  Back. 

Conspicuously  absent  trom 
the  festivities  is  the  BMW320L Which 
enjoys  a  certain  advantage  over 
those  cars  currently  welcoming  back 
performance. 

The  advantage  of  never  having 
bade  it  farewell. 


PERFORMANCE  THROUGH 
REFINEMENT,  NOT  REDISCOVERY. 

The  320i's  engine  is  the  basis 
of  those  now  competing  success- 
fully on  the  International  Grand  Prix 
circuit,  engineered  for  both  heady 
responsiveness  and  the  grueling 
test  of  endurance  runs. 

Its  steering  and  suspension  are 
fine  enough  for  the  quick,  reflex 


corrections  that  driving  conditions 
of  all  kinds  make  necessary.  And 
both  are  complemented  by  a  gear- 
box whose  "jeweled  action  and 
surgical  accuracy  invite  you  to  play 
stickshiftconcertos"(Carand  Driver) 

In  fact,  the  story  of  BMW  is  a 
story  of  refinement— uninterrupted 
refinement  supported  by  a  higher 
proportional  investment  in  research 


"Based  on  average  retail  selling  price  Your  selling  price  may  vary  according  to  the  condition  oi  your  car  and  whether  you  sell  it  privately  or  to  a  dealer  *See  your  BMW  dealer  for  complete  details. 
©  1982  BMW  of  North  America.  Inc.  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayensche  Motoren  Werke.  A  G. 


nd  development  than  any  other 
European  car  maker.  Placing  be- 
ween  the  320i  and  various  rivals  a 
listance  unlikely  to  be  made  up  in 
he  current  model  year,  the  magic 
i  marketing  notwithstanding. 
REDISCOVER  THE  THRILL  OF 
SOLVENCY. 
The  BMW320i  also  outdistances 
nost  other  cars,  not  to  mention 


many  investments,  in  sheer  preser- 
vation ot  capital. 

According  to  the  April  1982 
N  ADA  Used-Car  Guide,  the  average 
320i  sold  during  the  past  3  years 
has  retained  an  astonishing  95.7% 
of  its  original  purchase  price* 

Your  investment  is  further  pre- 
served by  BMW's  3-year/36,000- 
mile  limited  warranty  and  a  6-year 


limited  warranty  against  rust  per- 
foration.1" 

All  of  which  sets  the  320i  apart: 
a  genuine  high-performance  sedan 
that  also  helps  you  rediscoverthe 
thrill  of  solvency. 

We  invite  you  to  dis- 
cover and  test  drive  it  at 
your  nearest  BMW  dealer' 
THE  ULTIMATE  DRIVING  MACHINE. 


BMW,  MUNICH ,  GERMANY 


Give  Data  Generals  managers  credit  for 
courage,  but  also  question  why  the  com- 
pany savored  its  early  success  too  long. 


jtter  late? 


By  Kathleen  K.  Wiegner 


T|  wo  years  ago  Edson  de  Castro, 
founder  and  president  of  Data 
General  Corp. — one  of  the  fast- 
est-growing companies  of  the  Seven- 
ties— was  a  wealthy  man.  His  aggres- 
sive minicomputer-making  company 
seemed  still  to  be  rolling  along,  earn- 
ings rising  9.8%,  to  $55  million,  on 
$654  million  revenues  in  the  1980 
fiscal  year.  The  stock  sold  at  87,  its 
highest  point  ever,  giving  de  Castro  a 
fortune  on  paper  of  more  than  $27 
million.  Data  General's  cofounders, 
Herbert  Richman  and  Frederick  Ad- 
ler — who  with  de  Castro  had  set  up 
DG  in  a  converted  beauty  parlor  in 
1968 — had  stock  worth  $20  million 
and  $12  million  respectively. 

But  in  that  summer  of  1980,  Data 
General  was  at  a  fork  in  the  road.  Its 


momentum  was  slowing,  and  its 
hard-selling  tactics  were  increasingly 
out  of  step  with  a  changed  market- 
place. The  time  had  come  for  manage- 
ment to  change  Data  General  or  to 
sell  it  and  reap  the  harvest  of  their 
remarkable  12-year  achievement. 

The  founders  had  a  reputation  as 
the  most  unsentimental  of  men. 
Their  goal,  as  set  out  on  splashy  bill- 
boards, was  to  build  the  richest  mini- 
computer company  in  the  world. 
Their  DG  was  a  hard-charging  maker 
of  reliable,  cheap  computers  that  sold 
to  customers  knowledgeable  enough 
to  do  their  own  programming  and  to 
fix  the  machines  when  they  broke 
down.  DG  salesmen  sold  hardware; 
they  didn't  wait  around  to  service  it. 
And  they  gloried  in  the  sobriquet 
"bastards,"  being  with  the  company  it 
was  fun  to  hate.  Even  today  ex-DG 


Data  General's  Edson  de  Castro  and  Herbert  Richman 
"Bastards"  no  more. 


employees  meet  yearly  as  the  Former 
Great  Bastards  of  the  Universe  to  sing 
a  ditty  with  lines  like  "Hold  the  sales, 
hold  the  service,  special  systems 
make  us  nervous.  .  .  ." 

Yet  when  it  came  to  decision  time 
in  1980,  the  founders  chose  not  to  sell 
out  but  to  pursue  the  larger  dream  of 
building  a  complex  organization.  De 
Castro  called  his  top  executives  to  a 
meeting  on  Martha's  Vineyard,  off 
Cape  Cod,  and  there  mapped  the 
changes  that  would  transform  DG 
into  a  broad-based  supplier  of  com- 
puters and  office  automation.  Out 
went  small-company  informality,  in 
came  divisional  structure.  Bastards  no 
more,  DG  would  be  the  company  to 
"engineer  the  anxiety  out  of  comput- 
ers" for  a  new  mass  market  of  com- 
puter users  who  demanded  service 
and  help  with  software. 

De  Castro,  a  reflective  man  of  44 
who  had  designed  several  of  Digital 
Equipment's  first  minicomputers  in 
his  mid-20s  and  left  Digital  to  found 
rival  DG  at  30,  was  thinking  of  the 
ages.  "American  companies,"  he 
muses,  "appear  remarkably  success- 
ful at  creating  technologies,  products 
and  markets.  But  usually  only  for  one 
generation.  We  produce  few  encores." 

To  date,  DCs  attempt  at  encore  has 
been  painful.  Six  vice  presidents  have 
left,  many  to  start  or  work  for  small 
companies  that  will  compete  with 
Data  General.  Turnover  in  the  sales 
force,  always  high  in  this  industry, 
swelled  well  above  the  industry  aver- 
age of  25%  to  30%.  Software  develop- 
ment for  the  company's  entry  into 
personal  computers  got  so  snarled  up 
in  the  reorganization  that  the  ma- 
chine arrived  with  almost  no  soft- 
ware, badly  limiting  its  sales. 

Earnings  in  fiscal  1981,  excluding 
an  extraordinary  gain,  fell  to  $41  mil- 
lion from  $55  million  in  1980,  and 
fiscal  1982  (ended  Sept.  25)  was  worse, 
an  estimated  $19  million — off  54%. 
Net  profit  margins  were  only  about 
2.4%  in  the  year  just  ended,  where 
once  the  company  earned  over  1 1 
cents  on  each  sales  dollar. 

DG  stock  sold  recently  at  27,  less 
than  one-third  of  its  historic  high,  and 
de  Castro's  paper  fortune  has  been 
reduced  to  around  $9  million,  Rich- 
man's  and  Adler's  to  $7  million  and 
$4  million.  Yet  the  atmosphere  is  not 
gloomy  at  DG's  austere  headquarters 
in  Westboro,  Mass.  De  Castro  is  con- 
vinced the  worst  is  behind  him,  and 
Richman,  the  organizer  of  the  sales 
force,  declares:  "We  still  have  a  lust 
for  making  money,  but  if  we  satisfy 
customers  we'll  do  that — and  get 
more  money  for  our  services." 

The  company  has  invested  heavily 
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Merrill  Lynch  Commodity  Maxims: 

INACTION 
SPEAKS  LOUDER 
THAN  WORDS. 

Consider,  for  example,  the  inaction  that  says  you  re 
speculating  on  your  company's  future.  All  you  have  to  do  is 
not  take  steps  to  manage  risks,  such  as  interest  rate,  foreign 
currency  or  inventory  price  fluctuations.  In  effect— without 
even  realizing  it— you  become  a  speculator,-  and  unwitting 
speculation  can  be  risky 

Astute  risk  management,  on  the  other  hand,  can 
give  you  both  protection  and  a  marketing  advantage  over 
less  alert  competitors.  The  key  is  working  with  an  Account 
Executive  who  understands  the  complexities  of  hedging 
and  has  the  resources  to  help  you  do  it  right. That's  precisely 
what  you'll  find  at  Merrill  Lynch. 

Most  of  our  Account  Executives  specialize  in  partic- 
ular areas,  such  as  financial  futures,  grains  or  metals.  Many 
of  them  learned  their  skills  by  working  in  those  industries 
before  coming  to  Merrill  Lynch. 

They  have  access  to  top-rated  research  covering 
every  major  futures  market  in  the  world— research  that 
gains  an  added  edge  through  the  creative  use  of  computer 
technology. 

They  receive  information  fast  through  our  worldwide 
private  communications  system,  and  use  the  same  system  to 
assure  prompt  execution  of  orders. 

Merrill  Lynch  is  a  force  on  every  major  futures 
exchange  in  the  world.  And  most  important,  our  company 
is  here  to  stay.  Merrill  Lynch  has  a  long-term  commitment  to 
our  customers  and  impressive  financial  resources  to  back  it  up. 

If  you  should  be  managing  your  company's  risks 
more  carefully,  don't  speculate  on  where  to  go.  Call  and 
ask  for  a  copy  of  The  Merrill  Lynch  Guide  to  Hedging.  The 
number  is  1-800-526-3030  (ext.  941 ).  In  New  Jersey,  call 
1-800-742-2900  (ext.  941). 

WE  KNOW  COMMODITIES  COLD. 


Merrill  Lynch  Commodities  Inc. 

A  breed  apart. 
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When  a  company 

develops 

life  insurance 
that  puts 
a  premium 

on  innovation 
and  flexibility. . . 

It  must  be  USLIFE. 


These  days,  a  life  insurance 
>mpany  can't  afford  to  rest  on  its 
putation. 

It  has  to  keep  its  competitive 
Ige.  Keep  coming  up  with  new 
leas.  Innovate. 

No  wonder  then  that  in  the 
ist  two  years  alone,  USLIFE  has  in- 
oduced  over  26  new  products  and 
-oduct  improvements.  Innovations 
med  at  giving  our  customers  even 
tore  for  their  premium  dollars. 

Take  our  newest  product  inno- 
ition,  the  INNOFLEX  series*.  These 
iterest-sensitive  policies  are  special- 
designed  to  reflect  the  economic 
alities  of  today — and  tomorrow, 
qually  important,  INNOFLEX  offers 
>u  built-in  flexibility.  More  flexibil- 
y  than  ever  before  possible. 

But  our  innovations  don't  end 
tere.  Because  USLIFE  companies 


continue  to  offer  an  extraordinarily 
wide  range  of  other  life  policies,  in- 
cluding the  traditional  policies  that 
have  passed  the  test  of  time. 

In  fact,  combine  the  appeal  of 
our  product  line  with  the  efforts  of 
our  producers  and  you  can  quickly 
see  why  the  USLIFE  family  of  com- 
panies ranks  third  in  individual  life 
sales  among  all  stock  life  insurance 
companies,  according  to  current 
industry  statistics. 

See  why  a  USLIFE  company 
should  become  your  life  insurance 
company. 

For  more  information,  contact 
the  USLIFE  company  nearest  you,  or 
write  Dept.  M,  USLIFE  Corporation, 
125  Maiden  Lane,  New  York,  NY 
10038.  Or  call  212-709-6226. 

We'll  show  you  why  a  USLIFE 
policy  is  always  a  better  idea. 

*Not  yet  available  in  all  states. 


IJHJFE 

life  is  a  family  affair 

Our  family  of  life  insurance  companies. 

The  United  States  Life  Insurance  Company,  New  York,  NY  212-709-6360 
USLIFE  Life  Insurance  Company  of  California,  Pasadena,  CA  213-795-0401 
Great  National  Life,  Dallas,  TX  214-357-1861  •  Old  Line  Life,  Milwaukee,  Wl  414-271-2820 
All  American  Life,  Chicago,  IL  312-399-6500  •  Lincoln  Liberty  Life,  Des  Moines,  IA  515-225-2000 


in  building  up  its  service  force — 
called  field  engineering  in  the  com- 
puter business — and  $30  million  has 
gone  into  Data  General's  Sunnyvale, 
Calif,  semiconductor  operation  in  the 
last  several  years  to  help  turn  out  so- 
phisticated microprocessors  and  other 
high-density  chips  for  future  new 
machines. 

New  executives  have  been  brought 
in,  many  from  IBM.  One  of  them, 
Robert  Miller,  who  was  head  of  tech- 
nology at  DG  beiore  his  recent  ap- 
pointment to  head  its  three  business 
divisions,  reports  that  he  "killed  more 
projects  at  Sunnyvale  than  during  my 
15  years  at  IBM.  Data  General  was 
spending  too  little  on  a  lot  of  things 
rather  than  a  lot  on  a  few  things." 
Another  former  IBMer,  David  Chap- 
man, as  head  of  manufacturing  is 


streamlining  production,  helping  DG 
to  bring  out  two  microprocessor- 
based  systems  selling  for  around 
$20,000.  Customers  for  such  products 
are  largely  original  equipment  manu- 
facturers (OEMs),  who  repackage 
them  into  specialized  systems  for  pro- 
cess controls  or  medical  instrumenta- 
tion. Such  OEMs  have  historically  ac- 
counted for  60%  to  65%  of  DG's 
sales.  Another  traditional  customer 
group,  small  businesses  with  less 
than  $25  million  in  sales,  will  also  be 
receiving  a  new  family  of  computers 
to  replace  DG's  five-year-old  small 
business  products. 

But  the  company's  new  pride  is  the 
office  automation  system — combin- 
ing functions  like  word  processing, 
electronic  mail  and  filing — that  it 
calls  CEO.  Customers  for  such  sys- 


tems are  large  corporations  that  in  the 
past  have  more  often  been  served  by 
IBM  or  Wang  Laboratories.  Success 
with  this  customer  group  is  impor- 
tant for  Data  General's  future  because 
demand  for  such  office  automation 
gear  could  be  a  $75  billion  market  by 
1990.  In  the  fast-crowding  office-auto- 
mation field  DG  believes  it  can  offer 
more  functions  in  an  easier-to-use 
system  than  many  of  its  competitors. 
At  Westboro  headquarters,  at  least, 
DG  people  report  the  market's  re- 
sponse to  be  favorable. 

As  it  has  throughout  its  short  histo- 
ry, DG  is  once  again  coming  from 
behind.  It  played  its  most  noted  game 
of  catch-up  in  1978  when,  through  a 
heroic  effort,  it  produced  the  next  gen- 
eration of  minicomputers,  a  32-bit 
"supermini"  to  match  Digital  Equip- 


Breaking  away 


Data  General  got  its  start  in  1968 
after  Digital  Equipment  declined  to 
build  a  16-bit  computer  designed  by 
one  of  its  brightest  engineers,  Edson 
de  Castro.  De  Castro  thereupon 
gathered  associated  and  venture 
capital  and  started  DG.  He  built  the 
computer,  called  Nova,  and  its  in- 
stant success  forced  his  old  employ- 
er to  play  catchup.  As  the  charts 
show,  competition  between  the  two 
companies  was  fairly  close  for  sever- 
al years.  But  lately  DEC  has  been 
pulling  away.  De  Castro,  undaunt- 
ed, vows  his  revitalized  company 
will  again  make  things  hot  for  DEC. 
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ment's  product  that  was  sweeping  the 
market.  But  such  heroic  efforts,  while 
thrilling  (DCs  was  documented  in 
the  bestselling  Soul  of  a  New  Machine), 
can  drain  an  organization's  resources 
and  retard  development  of  other  prod- 
ucts. In  the  1980s  effort  to  match  larg- 
er rivals,  DG  has  turned  to  a  more 
professional  organizational  style. 

De  Castro — a  gifted  engineer  who 
took  his  degree  from  the  respected 
Lowell  Technology  Institute,  but  who 
harbors  some  wounded  pride  that 
Harvard  Business  School  did  not  in- 
vite him  back  for  the  second  year  of 
its  M.B.A.  program  ("Maybe  that's 
why  I  haven't  been  promoted  in  the 
last  13  years")  —  says,  "In  retrospect, 
[  obviously  would  like  to  have  done 
many  of  these  things  earlier." 

What  held  him  back?  Partly  the 
psychic  comforts  of  small  company 
life.  "All  of  us  were  terrific  as  long  as 
the  company  was  small  enough  so 
everyone  ate  lunch  with  everyone 
dse,"  he  says.  But  de  Castro  now  rec- 
agnizes  the  snare  in  such  informal 
decision-making:  "We  began  to  devel- 
ap  rules  of  thumb,  which  unfortu- 
nately became  averages.  The  average 
is  an  arithmetic  mean,  but  it  is  not 
reality."  What  de  Castro  is  saying  is 
that  averages  make  decisions  easy  but 
not  necessarily  correct.  It  is  easier,  for 
example,  to  decree  that  R&D  gets 
10%  increases  across-the-board  than 
to  allocate  the  money  to  the  product 
^roup  that  really  needs  it  and  deprive 
another  group. 

DG — $800  million  sales  this  year — 
particularly  could  not  afford  such 
carelessness  because  it  has  fewer  re- 
sources to  work  with  than  its  far  larg- 
er minicomputer  competitors — Digi- 
tal Equipment,  $3.9  billion  revenues, 
and  Hewlett-Packard,  $3.6  billion. 

Can  Data  General  regain  star  sta- 
tus, be  a  standout  company  in  the 
different  data  processing  markets  of 
the  Eighties?  The  beginnings  of  an 
answer  will  come  next  year  when  the 
market's  reception  of  its  new  prod- 
ucts will  be  known.  To  be  sure,  DG 
sets  a  good  example.  At  a  time  when 
American  managers  are  being  criti- 
:ized  for  everything  from  shortsight- 
edness to  money  grubbing,  there  is 
reason  to  applaud  DG's  founders  for 
the  risks  they  are  taking  to  transform 
their  company. 

Why  didn't  those  same  founders 
plan  and  organize  their  company  ear- 
lier for  size  and  greatness?  Short-term 
thinking?  Not  really.  Mainly  they 
feared  that  structure  would  smother 
initiative  and  tame  aggressiveness.  A 
youthful  mistake  in  hindsight  but, 
thanks  to  their  current  determina- 
tion, probably  not  a  fatal  one.  ■ 
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What  is 

Unique-NISS? 
1 


2 


An  unprecedented  forecasting 
software  support  service  that  provides 
you  with  one-on-one  interaction  with 
our  staff  of  professionals. 

The  leading  forecasting  software 
packages  available  today  for  the 
leading  personal  computers. 

Maximize  your  personal  productivity 
through  the  use  of  our  forecasting 
software,  a  one-year  service  agreement, 
newsletters  and  prompt  access  via  our  toli- 
free  hot  lines. 

Call  us  now  and  profit  /rom  (he  integration 
between  you,  the  discerning  end-user  and 
NISS,  the  unequalled  direct  support 
service. 


NATIONAL  INTEGRATED  SOFTWARE  SERVICES,  INC. 

1-800-52  5-SOFT 

In  Colorado  (303)  694-1994 

8800  East  Arapahoe  Road,  Englewood,  Colorado,  801 12 

FO10/82 


The  Aviator  Shirt. 

Authentic.  Manufactured  by  Van  Heusen — the  people 
who  supply  most  of  America's  leading  airlines.  Features 
button-through  flap  pockets,  one  with  pencil  slot.  And 
epaulets,  naturally.  Collar  looks  neat  and  correct  worn 
open  or  with  tie.  Extra-long  tail.  This  special 
edition  Van  Heusen  shirt  is  cut  for  comfortable 
fit,  and  smartly  tailored  of  military-weight  poplin. 
The  65%  Dacron ®  polyester/35%  combed 
cotton  fabric  delivers  the  comfort  you  want  plus 
the  permanent  press  convenience  you  demand. 
Choose  khaki,  blue  or  white.  Short 
sleeves  $17.  Long  sleeves  $18. 

B  DuPonl  registered  trademark 
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Size  Chart  lor  the  Aviator  Shirt 


Neck  Size 

14'/2 

15.  15V2.  16,  16'/?.  17 

17V4 

Sleeve  Length 

Med  (32/33) 

Med  (32/33)  or  Long  (34/35) 

Long  (34/35) 

When  ordering,  indicate  sleeve  length  by  using  letters  M  or  L 

Neck  sizes  for  short  sleeve  shirts  14'/z  to  17'/j 


LONG  SLEEVE  @  $18 


Qty 

Color 

Neck  Size' 

Sleeve  Length 
M  or  L 

White(19-567X) 

Blue(l9-568X) 

Khaki  (19-569X) 

Qty 

Color 

Neck  Size 

White  (19-560X) 

Blue  (19-561 X) 

Khaki  (19-562X) 

r— |  Add  $2  50  per  order  for  shipping  and  handling,  plus  local  taxes  where  applicable 

U  Please  send  Make  cr,ecks  payable  to  Baker  Street  Shirlmakers 

tree  catalog  Mai,  your  ordor...or  cal|  lol|  ,ree  (800>  528-6050 

D  Personal  Check  or  Money  Order  D  Visa  D  American  Express  CI  MasterCard 

Card  #  ,  Exp  Month  Year  

□  Mr.    □  Mrs.   □  Ms.  


Address . 

City  


.  State . 


.Zip. 


Baker  Street  mmS^-  Shirrrmkers 

Creators  of  classic  shirts  at  affordable  prices 

281  Centennial  Avenue,  Piscataway,  New  Jersey  08854 
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The  fact  that  the  used-plane  market  is  glut- 
ted is  the  least  of  Pan  Ams  problems  in 
selling  off  a  dozen  of  its  wide-body  jets.. 

Wishing  upon 
a  Tristar 


By  Howard  Banks 

In  a  desperate  bid  to  ease  its  fi- 
nancial squeeze,  Pan  American 
World  Airways'  chairman,  Ed 
Acker,  is  proposing  to  dispose  of  a 
dozen  almost-new  long-range  Lock- 
heed 1011s.  These  Tristars,  the 
newest  and  most  efficient  long-haul 
aircraft  in  Pan  Am's  fleet,  are  on  the 
block  because  they  are  just  about  the 
only  readily  disposable  assets  left  in 
the  airline's  inventory.  In  the  last  18 
months  it  has  sold  off  its  famous 
building  on  New  York's  Park  Avenue 
and  its  profitable  Intercontinental 
Hotels  chain.  The  rest  of  the  airline's 
fleet  is  either  old  or  uneconomic  ( 747s 
and  early  727s),  unwanted  by  any  buy- 
er (long-range  DC- 10s)  or  needed  by 
Pan  Am  to  stay  in  business. 


Getting  rid  of  these  Tristars  is  easi- 
er said  than  done.  Acker's  Tristars 
will  move  only  if  the  horrendously 
complicated  finance  package  that 
goes  with  them  (the  basic  documents 
are  520  pages  long)  can  be  assumed  by 
a  buyer.  The  key  factor  in  the  package 
is  an  export-finance  guarantee  from 
the  British  government,  granted  in 
1979  to  boost  state-owned  Rolls- 
Royce,  which  makes  the  planes'  en- 
gines. Backed  by  this  guarantee,  $520 
million  was  raised  at  an  average  inter- 
est rate  of  around  9Vi%  over  15  years. 
Pan  Am  put  up  not  a  penny  in  cash. 

Such  government-backed  and  guar- 
anteed (and  usually  subsidized)  fi- 
nance packages  have  become  crucial 
to  selling  aircraft  to  the  world's  air- 
lines that  otherwise  cannot  really  af- 
ford to  buy.  The  Pan  Am-Rolls-Royce 


deal  was  no  exception.  In  1978  Rolls- 
Royce  was  "persuaded"  to  finance  the 
whole  package.  This  included  the 
down  payment,  which  Rolls  (i.e.,  indi- 
rectly the  British  taxpayer)  would  be 
stuck  for  in  the  event  of  a  default  by 
Pan  Am.  The  rest  of  the  $520  million 
is  unconditionally  guaranteed  by  the 
British  government,  including  money 
for  the  American-made  Lockheed  air- 
frames— a  move  that  caused  a  major 
row  between  the  two  countries  at 
the  time. 

The  $520  million  was  sold  to  banks, 
insurance  companies  and  pension 
plans  as  an  equipment  trust  and  in 
two  equal  lumps.  One  was  organized 
by  Citibank  and  involves  British 
banks  Hill  Samuel  (which  has  a  close 
connection  with  Rolls'  then-chair- 
man), National  Westminster  and  Bar- 
clays, together  with  a  number  of  Japa- 
nese banks.  The  other  half  of  the 
money  was  raised  from  a  group  of  six 
leading  American  insurance  compa- 
nies, with  GE's  pension  trust  taking  a 
small  stake. 

Consortium  banking  is  always 
awkward.  It  becomes  almost  impossi- 
ble when  there  is  trouble.  The  greater 
the  number  of  countries  involved,  the 
greater  the  potential  for  disagree- 
ment. Each  country  has  its  priorities 
and  different  methods  of  dealing  with 
problems. 

Further  complicating  matters  is  the 
question  of  cross-directorships  among 
the  bankers  and  companies  in  their 
own  countries  that  may  be  rivals  of 
the  troubled  organization  doing  the 
borrowing.  Add  to  that  the  fact  that, 
today,  the  airlines  are  weak  borrowers 


as* 


^  **  


•  •  * 


^  


Pan  Atn's  Lockheed  1011-500  long-range  Tristar, 

For  sale:  barely  used,  good  condition,  cheaply  financed. 
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LECTRONIC  BANKING 

It  opens  a  whole  new  universe  of  opportunities  for  your  company. 


Electronic  banking-defined  in  simple, 
everyday  terms. 

Forget  the  fancy  terminology  and  terminals. 

At  Citibank,  electronic  banking  is  simply  an 
electronic  connection  between  your  office  and  ours. 
A  connection  that  produces  and  delivers  financial 
se  i  vices  at  a  moment's  notice.  Giving  you  the  exact 
information  you  need,  when  you  need  it.  Helping 
you  use  management  and  financial  resources  more 
efficiently  and  more  effectively  by  speeding  such 
time-consuming  processes  as  balance  reporting, 
funds  transfers,  and  daily  reconcilement. 

Sounds  overly  optimistic?  Consider  the  facts, 
then  call  your  local  Citibanker  for  Citibank's 
electronic  banking  guide. 


How  electronic  banking  can  meet 
your  specific  business  needs. 

Citibankers  can  tailor  electronic  banking  services 
to  help  you  manage  your  staff,  your  money,  your 
entire  financial  operation. 

Case-in-point:  Security.  Passwords  can  be 
assigned  to  provide  access  to  information  by  dollar 
amounts.  By  specific  accounts.  By  type  of  transaction. 
Even  by  time  of  day. 

Numerous  other  electronic  banking  services 
can  be  adapted  to  your  needs,  such  as  automating 
funds  transfers  and  other  repetitive  processes. 
Or  consolidating  information  on  balances  in  all  of 
your  accounts— even  if  your  accounts  are  with  seven 
banks.  Or  in  several  countries. 


rOMORRO 

Electronic  banking  is  one  of  those  widely  used  business  terms  that  isn't 
really  understood. 

Here,  from  Citibank,  the  financial  institution  with  over  a  half-billion  dollars 
committed  to  electronic  banking,  is  an  executive  briefing  explaining 
how  your  company  can  profit  from  the  latest  technology. 

Scan  the  facts,  then  send  for  brochure  on  the  next  page. 


How  electronic  banking  removes 
arriers  of  time  and  distance. 

From  cash  management  to  information  manage- 
ient,  Citibank  brings  you  unprecedented  speed  and 
xuracy. 

For  example,  in  the  time  it  takes  to  read  this  line, 
ectronic  banking  can  speed  funds  transfer  mstruc- 
ons  from  New  York  to  Tokyo.  Or  anywhere  else, 
it  any  time. 

The  secret?  The  largest  financial  telecommunica- 
ons  network  of  any  bank  anywhere— including  over 
,300  worldwide  offices  and  our  own  communications 
itellite  channels.  Citibank's  unmatched  capabilities 
in  help  you  mobilize  your  cash  resources  and  make 
ecisions  more  quickly  and  effectively. 


The  key  component  in  electronic 
banking-the  people  behind  it. 

Technology  didn't  put  Citibank  at  the  forefront 
of  electronic  banking.  Citibankers  did.  Including 
Citibankers  in  22  major  U.S.  cities— from  coast  to 
coast. 

Our  technical  consultants  and  specialists  can 
objectively  help  you  develop  and  implement  creative 
cash  management  solutions.  Citibankers  can  also  give 
your  staff  personalized  electronic  banking  training, 
taking  as  much  time  as  necessary.  And  should  problems 
arise,  your  staff  can  directly  contact  our  customer 
service  professionals  for  immediate  answers. 

To  learn  more,  send  for  the  electronic  banking 
brochure  on  the  next  page. 


CITIBANKS 

GLOBAL  ELECTRONIC  BANKING 


THE  CITI  OF  TOMORROW 


Request  this  fact-filled  brochure  to 


Gain  immediate  access  to  financial 


learn  how  Citibank's  electronic  banking  data  and  services. 


services  can  help  you: 

Complete  transactions  in  seconds 
instead  of  days  . 

Improve  cash  management  decision- 
making, by  delivering  information 
•quickly  End  accurately. 


Plus,  hundreds  of  other  practical 
ways  you  can  put  the  Citi  of  Tomorrow 
and  electronic  banking  to  immediate  use. 

For  your  electronic  banking  guide, 
compliments  of  Citibank,  simply  call  your 


Investigate  financial  transactions  as    local  Citibanker  or  write  on  your 


'  fa#fe$dk  as  ^.business  days 


ment  a 


^manage  your  invest- 
"olios. 


jC  1982  Citibank.  N 
The  Citi  ot  Tomorrow 


corporate  letterhead  to:  Citibank, 
Electronic  Banking,  399  Park  Avenue, 
New  York,  NY  10043. 
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facing  strong  lenders  who,  thanks  to 
those  government  guarantees,  have 
nothing  to  lose,  and  you  begin  to  get  a 
feel  for  what  Acker  is  up  against  in 
the  seemingly  simple  task  of  dispos- 
ing of  some  aircraft.  To  make  the  deal, 
Acker  will  need  literally  dozens  of 
signatures.  Any  participating  lender 
could  refuse  to  go  along  and  thus  cre- 
ate difficulties.  The  possibilities  for 
bickering  are  endless. 

A  clear  lesson  as  to  how  difficult  his 
task  is  emerges  from  the  unsuccessful 
efforts  made  this  time  last  year  to 
rewrite  the  two  government-backed 
export-finance  packages  then  held  by 
Sir  Freddie  Laker  of  Skytrain  fame  (see 
box).  In  the  case  of  Pan  Am  and  the 
Tristars,  the  circumstances  are  some- 
what different — Laker  was  already 
technically  broke — and  there  are  dif- 
ferent pressures  on  the  lenders.  But 
the  scope  for  similar  disagreement  is 
obvious. 

The  lenders,  for  one  thing,  have  lit- 
tle incentive  to  agree  to  any  rearrange- 
ment that  would  increase  their  risk. 
In  the  event  that  Pan  Am  should  de- 
fault, they  are  totally  protected  from 
loss  by  the  British.  In  that  event,  too, 
they  would  be  rid  of  loans  that  were 
made  at  well  below  today's  market 
rate.  The  only  possible  attraction  to 
the  lenders  for  approving  a  transfer  of 
the  aircraft,  then,  is  if  any  new  lessee 
(or  two)  taking  over  the  equipment 
trust  would  have  much  better  credit- 
worthiness than  Pan  Am.  One  re- 
motely possible  outcome,  one  that 
would  please  the  lenders  greatly,  is 
that  the  People's  Republic  of  China 
might  take  over  all  12  Tristars.  Much 
more  likely,  alas,  is  that  several  small 
airlines — from  Third  World  countries 
already  stuffed  with  foreign-financed 
debt — will  each  bid  for  two  or  three 
Tristars. 

Pan  Am  would  get  no  fresh  cash 
from  any  rearrangement.  It  would, 
however,  reduce  the  airline's  debt 
burden  by  $49.3  million  a  year.  Acker 
claims  this  would  be  additional  sav- 
ings, but  that  assumes  the  change  in 
planes  would  not  cause  loss  of  busi- 
ness or  diminished  efficiency. 

Pan  Am  needs  every  bit  of  relief  it 
can  manage.  In  the  first  half  of  1982, 
Pan  Am's  airline  operation  lost  $147 
million  (down  a  bit  from  a  $171  mil- 
lion loss  in  the  same  period  last  year). 
It  had  hoped  to  make  a  good  profit  in 
the  third  quarter  just  ended,  but  traf- 
fic did  not  pick  up  so  much  as  had 
been  hoped,  especially  in  July.  Pan 
Am  made  an  operating  profit,  but  only 
just.  By  the  end  of  June  its  working 
capital,  Acker  admitted,  was  down  to 
just  $90  million,  while  the  airline's 
debt  stood  at  67%  of  total  capital. 


Since  a  revolt  last  year,  led  by  Chase 
Manhattan,  no  bank  has  been  willing 
to  lend  Pan  Am  additional  short-term 
money. 

A  measure  of  how  concerned  Acker 
is  to  get  rid  of  his  Tristars  is  that  he  is 
reported  to  be  considering  passing  on 
part  of  the  interest  saving  to  the  new 
lessee(s).  In  effect  he  would  be  further 
subsidizing  the  already  subsidized  fi- 
nance package. 

There  is  still  more  to  trip  over.  The 
secondhand  airliner  market  is,  for  a 
start,  glutted  with  wide-body  aircraft. 
Estimates  vary,  but  there  are  said  to 
be  55  Boeing  747s,  around  35  long- 
range  DC- 10s,  and  even  17  of  the  new 
Airbus  Industrie's  A300  on  the  mar- 
ket. And,  to  add  spice,  the  last  six  of 
the  Tristars  delivered  to  Pan  Am  are 
covered  by  safe-harbor  leasing,  which 
means  that  they  cannot  easily  be  dis- 
posed of  outside  the  U.S. 

Without  some  lucky  strike  on  the 
Tristars,  this  fall  could  prove  to  be  a 
bloody  one  for  Pan  Am.  Not  only  is 
traffic  not  picking  up  for  the  airlines 
in  general,  but  also  there  are  clear 
signs  that  yet  another  fare  war  is  be- 


Sir  Freddie  Laker  knows  better 
than  most  men  the  problems 
Pan  Am's  Ed  Acker  faces.  Months 
of  work  went  into  the  seemingly 
simpler  task  of  rescheduling  Laker 
Airways'  two  government-backed 
finance  packages.  One  was  from 
the  U.S.  Export-Import  Bank,  for 
five  DCT0-30s,  and  the  other  from 
the  Europeans  (with  a  special  Brit- 
ish interest-rate  subsidy)  for  three 
Airbuses. 

For  many  reasons  the  effort 
failed.  The  American  equipment 
makers  in  the  DC- 10  loan,  Mc- 
Donnell Douglas  and  General  Elec- 
tric, as  well  as  Ex-Im,  could  not 
agree  to  convert  part  of  their  out- 
standing debt  into  equity  in  the 
severely  undercapitalized  Laker 
Airways.  Nor,  in  the  end,  would 
they  consent  to  lend  Laker  new 
money.  And  in  the  six-nation  con- 
sortium that  made  the  Airbus  loan, 
two  West  German  banks  and  the 
Austrian  bank  wanted  Laker  de- 
clared broke  and  the  Airbuses  sold 
promptly,  believing  that  way 
would  give  them  back  more  of 
their  money. 

The  killer  blow,  on  top  of  many, 
was  delivered  when  Ed  Acker 
slashed  Pan  Am's  fares  in  Novem- 
ber 1981,  and  bargain-hunting  pas- 
sengers deserted  Skytrain.  Laker 


ginning.  Pan  Am  is  already  leading  a 
rush  to  reintroduce  low-price 
charters,  particularly  on  the  North 
Atlantic. 

The  combined  effect  of  these  low 
fares  will  be  to  devastate  profitability. 
Any  alternative  refinancing  package 
to  the  Tristars  will  inevitably  bring 
with  it  harsh  conditions  leading  to 
even  greater  cutbacks  in  staff  and 
routes  than  those  already  planned  to 
take  effect  this  month. 

As  if  this  were  not  enough,  passing 
on  the  finance  package  that  goes  with 
the  Tristars  would  surely  put  Lock- 
heed in  a  curious  position.  Lockheed 
has  decided  to  end  production  of  the 
planes  because  it  was  losing  money 
on  them.  The  last  five  coming  down 
the  line  are  still  unsold  "white  tails" 
(because  no  airline's  logo  is  painted  on 
their  tails).  Since  it  was  the  original 
beneficiary  of  Britain's  largess,  Lock- 
heed can  hardly  object  to  Acker's  ef- 
forts to  unload  Pan  Am's  12  Tristars. 
But  the  availability  of  British-subsi- 
dized finance  on  Pan  Am's  Tristars  is 
not  going  to  make  Lockheed's  sale  of 
the  last  five  new  Tristars  any  easier.  ■ 


Sir  Freddie  Iziker 


Back,  again  soon? 


Airways  folded  in  February  1982. 

Now  Sir  Freddie  Laker,  the 
cheeky  chappie  of  British  aviation, 
is  close  to  bouncing  back.  Not  as 
an  airline  operator — no  one  would 
lend  him  the  money  for  that — but 
as  a  tour  operator.  And  guess 
which  major  airline  he  is  expected 
to  team  up  with  closely,  one  that  is 
rushing  back  into  charters?  Cor- 
rect: Pan  American.— H.B. 


Great  circle  route 
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THE  CITI  OF  TOMORROW 


Request  this  fact'filled  brochure  to 
learn  how  Citibank's  electronic  banking 
services  can  help  you: 
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.compliments  of  Citibank,  simply  call  your 
local  Citibanker  or  write  on  your 
corporate  letterhead  to:  Citibank, 
Electronic  Banking,  399  Park  Avenue, 
New  York,  NY  10043. 
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facing  strong  lenders  who,  thanks  to 
those  government  guarantees,  have 
nothing  to  lose,  and  you  begin  to  get  a 
feel  for  what  Acker  is  up  against  in 
the  seemingly  simple  task  of  dispos- 
ing of  some  aircraft.  To  make  the  deal, 
Acker  will  need  literally  dozens  of 
signatures.  Any  participating  lender 
could  refuse  to  go  along  and  thus  cre- 
ate difficulties.  The  possibilities  for 
bickering  are  endless. 

A  clear  lesson  as  to  how  difficult  his 
task  is  emerges  from  the  unsuccessful 
efforts  made  this  time  last  year  to 
rewrite  the  two  government-backed 
export-finance  packages  then  held  by 
Sir  Freddie  Laker  of  Skytrain  fame  (see 
box).  In  the  case  of  Pan  Am  and  the 
Tristars,  the  circumstances  are  some- 
what different — Laker  was  already 
technically  broke — and  there  are  dif- 
ferent pressures  on  the  lenders.  But 
the  scope  for  similar  disagreement  is 
obvious. 

The  lenders,  for  one  thing,  have  lit- 
tle incentive  to  agree  to  any  rearrange- 
ment that  would  increase  their  risk. 
In  the  event  that  Pan  Am  should  de- 
fault, they  are  totally  protected  from 
loss  by  the  British.  In  that  event,  too, 
they  would  be  rid  of  loans  that  were 
made  at  well  below  today's  market 
rate.  The  only  possible  attraction  to 
the  lenders  for  approving  a  transfer  of 
the  aircraft,  then,  is  if  any  new  lessee 
(or  two)  taking  over  the  equipment 
trust  would  have  much  better  credit- 
worthiness than  Pan  Am.  One  re- 
motely possible  outcome,  one  that 
would  please  the  lenders  greatly,  is 
that  the  People's  Republic  of  China 
might  take  over  all  12  Tristars.  Much 
more  likely,  alas,  is  that  several  small 
airlines — from  Third  World  countries 
already  stuffed  with  foreign-financed 
debt — will  each  bid  for  two  or  three 
Tristars. 

Pan  Am  would  get  no  fresh  cash 
from  any  rearrangement.  It  would, 
however,  reduce  the  airline's  debt 
burden  by  $49.3  million  a  year.  Acker 
claims  this  would  be  additional  sav- 
ings, but  that  assumes  the  change  in 
planes  would  not  cause  loss  of  busi- 
ness or  diminished  efficiency. 

Pan  Am  needs  every  bit  of  relief  it 
can  manage.  In  the  first  half  of  1982, 
Pan  Am's  airline  operation  lost  $147 
million  (down  a  bit  from  a  $171  mil- 
lion loss  in  the  same  period  last  year). 
It  had  hoped  to  make  a  good  profit  in 
the  third  quarter  just  ended,  but  traf- 
fic did  not  pick  up  so  much  as  had 
been  hoped,  especially  in  July.  Pan 
Am  made  an  operating  profit,  but  only 
just.  By  the  end  of  June  its  working 
capital,  Acker  admitted,  was  down  to 
just  $90  million,  while  the  airline's 
debt  stood  at  67%  of  total  capital. 


Since  a  revolt  last  year,  led  by  Chase 
Manhattan,  no  bank  has  been  willing 
to  lend  Pan  Am  additional  short-term 
money. 

A  measure  of  how  concerned  Acker 
is  to  get  rid  of  his  Tristars  is  that  he  is 
reported  to  be  considering  passing  on 
part  of  the  interest  saving  to  the  new 
lessee(s).  In  effect  he  would  be  further 
subsidizing  the  already  subsidized  fi- 
nance package. 

There  is  still  more  to  trip  over.  The 
secondhand  airliner  market  is,  for  a 
start,  glutted  with  wide-body  aircraft. 
Estimates  vary,  but  there  are  said  to 
be  55  Boeing  747s,  around  35  long- 
range  DC- 10s,  and  even  17  of  the  new 
Airbus  Industrie's  A300  on  the  mar- 
ket. And,  to  add  spice,  the  last  six  of 
the  Tristars  delivered  to  Pan  Am  are 
covered  by  safe-harbor  leasing,  which 
means  that  they  cannot  easily  be  dis- 
posed of  outside  the  U.S. 

Without  some  lucky  strike  on  the 
Tristars,  this  fall  could  prove  to  be  a 
bloody  one  for  Pan  Am.  Not  only  is 
traffic  not  picking  up  for  the  airlines 
in  general,  but  also  there  are  clear 
signs  that  yet  another  fare  war  is  be- 


ginning. Pan  Am  is  already  leading  a 
rush  to  reintroduce  low-price 
charters,  particularly  on  the  North 
Atlantic. 

The  combined  effect  of  these  low 
fares  will  be  to  devastate  profitability. 
Any  alternative  refinancing  package 
to  the  Tristars  will  inevitably  bring 
with  it  harsh  conditions  leading  to 
even  greater  cutbacks  in  staff  and 
routes  than  those  already  planned  to 
take  effect  this  month. 

As  if  this  were  not  enough,  passing 
on  the  finance  package  that  goes  with 
the  Tristars  would  surely  put  Lock- 
heed in  a  curious  position.  Lockheed 
has  decided  to  end  production  of  the 
planes  because  it  was  losing  money 
on  them.  The  last  five  coming  down 
the  line  are  still  unsold  "white  tails" 
(because  no  airline's  logo  is  painted  on 
their  tails).  Since  it  was  the  original 
beneficiary  of  Britain's  largess,  Lock- 
heed can  hardly  object  to  Acker's  ef- 
forts to  unload  Pan  Am's  12  Tristars. 
But  the  availability  of  British-subsi- 
dized finance  on  Pan  Am's  Tristars  is 
not  going  to  make  Lockheed's  sale  of 
the  last  five  new  Tristars  any  easier.  ■ 


Great  circle  route 


Sir  Freddie  Laker  knows  better 
than  most  men  the  problems 
Pan  Am's  Ed  Acker  faces.  Months 
of  work  went  into  the  seemingly 
simpler  task  of  rescheduling  Laker 
Airways'  two  government-backed 
finance  packages.  One  was  from 
the  U.S.  Export-Import  Bank,  for 
five  DC-10-30s,  and  the  other  from 
the  Europeans  (with  a  special  Brit- 
ish interest-rate  subsidy)  for  three 
Airbuses. 

For  many  reasons  the  effort 
failed.  The  American  equipment 
makers  in  the  DC- 10  loan,  Mc- 
Donnell Douglas  and  General  Elec- 
tric, as  well  as  Ex-Im,  could  not 
agree  to  convert  part  of  their  out- 
standing debt  into  equity  in  the 
severely  undercapitalized  Laker 
Airways.  Nor,  in  the  end,  would 
they  consent  to  lend  Laker  new 
money.  And  in  the  six-nation  con- 
sortium that  made  the  Airbus  loan, 
two  West  German  banks  and  the 
Austrian  bank  wanted  Laker  de- 
clared broke  and  the  Airbuses  sold 
promptly,  believing  that  way 
would  give  them  back  more  of 
their  money. 

The  killer  blow,  on  top  of  many, 
was  delivered  when  Ed  Acker 
slashed  Pan  Am's  fares  in  Novem- 
ber 1981,  and  bargain-hunting  pas- 
sengers deserted  Skytrain.  Laker 


?  A 


Sir  Freddie  Laker- 
Back  again  soon? 


Airways  folded  in  February  1982. 

Now  Sir  Freddie  Laker,  the 
cheeky  chappie  of  British  aviation, 
is  close  to  bouncing  back.  Not  as 
an  airline  operator — no  one  would 
lend  him  the  money  for  that — but 
as  a  tour  operator.  And  guess 
which  major  airline  he  is  expected 
to  team  up  with  closely,  one  that  is 
rushing  back  into  charters?  Cor- 
rect: Pan  American. — H.B. 
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Why  does  Wall  Street  give  Fleetwood  a  PIE 
ratio  of  22?  The  answer  to  that  question 
contains  a  valuable  lesson. 


Keeping  its 
powder  dry 


pany  is  to  outside  shocks. 

The  last  time  the  good  times  rolled 
for  Fleetwood  was  fiscal  1979,  when 
sales  surged  to  a  record  $800  million. 
The  next  year  they  fell  41%,  to  $472 
million,  and  Fleetwood  lost  $8.5  mil- 
lion when  the  economy  was  socked 
by  rising  gasoline  prices  and  high  in- 
terest rates.  Before  that,  there  was  the 
boom  of  1972,  the  bust  of  the  oil  em- 
bargo in  1973. 

Now  the  pendulum  is  swinging 
again.  Fleetwood's  fiscal  1982  RV 
sales,  which  provided  about  half  of 
the  company's  $581  million  in  rev- 


By  Ellen  Paris 


With  gas  prices  and  interest 
rates  both  headed  south, 
Wall  Street  is  high  on 
Fleetwood  Enterprises,  Inc.,  now  the 
nation's  largest  maker  of  recreational 
vehicles  (RVs)  and  manufactured 
housing.  It  sports  a  multiple  of  22 
times  earnings  for  the  fiscal  year  end- 
ed April,  and  10  times  next  year's 
expected  $1.20  per  share.  But 
Fleetwood  Chairman  John  Crean  isn't 
letting  this  adulation  turn  his  head. 
He  knows  how  vulnerable  his  com- 


Fleetwood's  founder-chairman  John  Crean 
Even  a  microwave  oven. 


enues,  increased  58%.  Net  income 
quadrupled  from  the  year  before,  to 
$9.1  million.  In  the  current  year's  first 
quarter,  motor-home  sales  jumped 
100%,  and  net  income  for  the  quarter 
alone  was  $5.8  million. 

A  lot  of  those  RV  sales  were  in 
Fleetwood's  $35,000-to-$45,000  top- 
of-the-line  models  that  feature  "mini- 
master"  bedroom  suites,  full-size 
showers  and  microwave  ovens.  Buy- 
ers who  shell  out  that  kind  of  money 
are  not  particularly  worried  about  the 
price  of  gas,  only  its  availability.  "If 
you  can  afford  a  $2  cigar,  who  cares 
about  the  price  of  matches?"  cracks 
Boyd  Plowman,  Fleetwood's  senior 
vice  president  of  finance.  Fleetwood 
has  a  32%  share  of  this  end  of  the 
market,  rivaling  Winnebago  for  the 
top  spot.  A  step  down  the  line,  first- 
time  RV  buyers  are  being  drawn  in  by 
a  new  generation  of  vehicles  that  get 
50%  better  mileage  than  models  of  a 
decade  ago,  thanks  to  better  aerody- 
namics, styling  and  lighter  weight. 

Much  of  the  cheering  on  Wall 
Street,  though,  is  over  Fleetwood's  po- 
tential in  manufactured  housing, 
where  it  is  now  the  country's  largest 
producer.  Remember  "modular  hous- 
ing," the  big  buzzword  of  the  early 
Seventies,  but  a  disaster  in  the  late 
Seventies?  Now  it  seems  about  ready 
to  amount  to  something.  Until  a  few 
years  ago  most  states  taxed  manufac- 
tured housing  as  if  it  were  an  auto- 
mobile. The  check  went  to  the  state 
motor  vehicle  department,  not  the 
city,  so  tax-hungry  cities  discouraged 
manufactured  housing  developments. 
Now  about  two-thirds  of  the  states 
tax  it  properly  as  real  estate;  and  lend- 
ers will  make  long-term  loans  at  low- 
er rates,  something  they  wouldn't  do 
previously. 

But  Fleetwood  isn't  getting  carried 
away.  It  still  has  no  long-term  debt, 
and  is  "pretty  realistic,"  as  Crean  deli- 
cately puts  it.  Crean  is  expanding,  but 
very  cautiously.  That  means  fewer, 
but  larger  facilities,  built-in  modules 
that  can  be  shut  down  bit  by  bit  when 
demand  shrinks  again.  All  sales  to  its 
1,400  RV  dealers  are  for  cash  on  the 
barrel  head — Fleetwood  won't  bear  a 
dealer's  inventory  risk. 

The  landscape  is  littered  with  the 
bones  of  companies  that  were  tempt- 
ed by  alluring  growth  prospects  to  lev- 
erage themselves  to  overexpand  in 
RVs  and  manufactured  housing.  Why 
was  Fleetwood  such  a  glittering  ex- 
ception? Because  it  always  put  pru- 
dence and  financial  soundness  ahead 
of  mindless  expansion.  This  is  a  sim- 
ple and  obvious  lesson  for  all  busi- 
nessmen. A  lesson  often  demonstrat- 
ed but  still  widely  ignored.  ■ 
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Robert  Brooks  is  the  Wall  Street  insider 
personified.  He's  also  not  having  a  good 
year  and  feeling  strangely  confused. 


By  Jayne  A.  Pearl 


Smart  money? 


Robert  Brooks,  a  new  breed  of  trader 

"If  you're  an  entrepreneur,  you  have  to  strike  while  the  iron  is  hot. 


Seven  hours  a  day  Robert 
Brooks  roams  the  floor  of  the 
New  York  Stock  Exchange, 
buying  and  selling  stocks  for  his  per- 
sonal account.  Fifty  years  ago,  Brooks 
would  have  been  called  a  floor  trader. 
Back  then,  infamous  Wall  Streeters 
like  Jesse  Livermore  and  Arthur  Cut- 
ten  were  allegedly  making  great  for- 
tunes at  the  expense  of  individual  in- 
vestors. Today,  however,  the  38-year- 
old  Brooks  is  officially  designated  a 
registered  competitive  market  maker 
(RCMM).  Instead  of  profiting  grandly 
from  "inside  information,"  he  scram- 
bles to  squeeze  modest  gains  from 
hundreds  of  small  transactions.  He's 
among  the  first  of  a  new  breed. 

Blue  lights  suddenly  start  flashing 
atop  booths  across  the  cavernous  ex- 
change floor.  Voices  rise  above  the 
clamor  as  several  traders  converge  in 
one  corner.  "It's  a  call-in,"  explains 
Brooks,  breaking  into  a  fast  stride.  He 
and  other  RCMMs  like  him  must  ral- 
ly to  help  an  exchange  market  maker, 
or  specialist,  who  faces  an  imbalance 
of  buy  or  sell  orders.  They  are  required 
to  buy  or  sell,  with  their  own  money, 
at  least  100  shares  of  the  stock, 
though  there  is  no  mandatory  holding 
period. 

If  that  sounds  like  a  losing  proposi- 
tion, it  often  is.  That's  why  only  10  of 
the  23  RCMMs  are  active  today — far 
fewer  than  the  number  of  floor  traders 
who  flourished  as  recently  as  1977, 
when  the  Securities  &.  Exchange 
Commission  imposed  the  current  reg- 
ulations. Still,  Brooks,  who  has  to  an- 
swer call-ins  on  most  days,  has  plenty 
of  time  to  practice  his  own  invest- 
ment strategy:  "Being  on  the  floor 
means  it  is  impossible  to  be  a  funda- 
mentalist," he  explains.  "You  must 
take  a  shorter-term  view  of  the  mar- 
ket. I  trade  day  to  day,  not  month  to 
month,  or  year  to  year." 

Once,  for  example,  Brooks  bought 
7,000  shares  of  Nortek  on  a  Friday 
afternoon.  The  stock  opened  Monday 
morning,  down  $1.50,  when  a  specu- 
lator had  to  unload  93,000  shares  to 
meet  a  margin  call.  "I  was  out  $10,500 
right  there,"  Brooks  says.  The  special- 
ist bought  more  than  60,000  of  the 
shares,  and  the  RCMMs  got  a  call-in. 
At  that  point,  Brooks  decided  to  buy 
all  33,000  shares,  rather  than  just  his 
mandatory  100.  "I  felt  deep  down  in- 
side I  would  make  money,"  he  ex- 
plains. Nortek  quickly  bounced  back, 
and  he  did.  "A  lot,"  boasts  Brooks. 

This  kind  of  on-the-spot  trading  de- 
mands some  knowledge  of  each  of  the 
1,530  stocks  listed  on  the  exchange. 
Brooks  tries  to  have  a  feel  for  which 
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Upgrade  an  order 
through  Telemarketing. 

You  can  turn  your  order  department  from  an  expensive  necessity  into  a  highly 
productive  profit  center. 

You  do  it  with  a  mix  of  telecommunications  technology  and  management 
systems  called  Telemarketing.  Handling  orders  means  handling  information.  And 
Telemarketing  puts  at  your  service  the  world's  largest  and  most  advanced  information 
management  system,  the  Bell  network. 

Bell  will  show  you  how  to  staff  and  equip  a  special  facility  to  achieve  your 
objectives  systematically.  The  equipment  may  range  from  a  few  assigned  telephone  lines  to 
real-time  computer  terminals. 

You'll  find  that  order  processing  is  faster  and  more  accurate.  Your  people  will 
know  how  to  upgrade  an  order  by  cross-selling  related  items  or  by  offering  special  incentives. 
Instead  of  losing  a  sale  when  out  of  stock,  they'll  be  able  to  close  the  sale  with  an  alternative. 

The  operating  results  are  enormous.  Orders  are  filled  faster.  Billing  and  cash 
flow  accelerate.  Greater  efficiency  means  more  profit  for  distributors  as  well  as  for  companies 
that  sell  directly.  You'll  see  where  inventories  can  be  reduced  without  danger.  You'll  have  the 
information  to  spot  trends  and  get  the  jump  on  them.  Best  of  all,  your  customers  will  have 
another  reason  to  buy  from  you. 

We  can  discuss  programs  and  network  services  (such  as  800  Service,  Outward 
WATS,  and  Remote  Call  Forwarding)  and  help  you  select  what's  best  for  you. 

♦  All  you  have  to  do  is  call  1  800  821-2121,  "|  gQQ  821-2121 

Put  our  knowledge  to  work  for  your  business.  «a  Bell  System. 


The  knowledge  business 


THROUGH  TH 


RT 


YSTIQUE. 


HOW  CIMARRON  '83  BEATS  THE  IMPORTS  AT  THEIR  OWN  GAME 


FRONT-WHEEL  DRIVE 

ELECTRONICALLY 
FUEL-INJECTED  ENGINE' 
FIVE-SPEED  MANUAL 
INCLUDING  OVERDRIVE 
TACHOMETER  WITH  FULL 

INSTRUMENTATION  

POWER-ASSISTED 
RACK  AND  PINION  STEERING 
EPA  PASSENGER 
COMPARTMENT  VOLUME 

TUNGSTEN 

HALOGEN  FOG  LAMPS 

ALUMINUM  ALLOY  WHEELS 

AIR  CONDITIONING  

ELECTRONICALLY  TUNED 
AM/FM 

STEREO  RADIO  

LEATHER-WRAPPED 
STEERING  WHEEL 

LEATHER  SEATING  AREAS 
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'Sonne  Cadillacs  are  equiDped  with  engines  produced  by  other  GM  divisions,  subsidiaries  or  affiliated 
companies  worldwide  See  your  dealer  for  details  All  imports  shown  are  1982  models 
Level  of  standard  equipment  varies 


Bold  new  performance.  In  '83 

Cimarron  sports  a  snappy  new  2.0  liter 
electronically  fuel-injected  engine  with 
a  5-speed  manual  transmission.  (3- 
speed  automatic  is  available.)  Plus  an 
exclusively  tuned  Touring  Suspension, 
front-wheel  drive  and  more. 

Bold  new  look.  There's  a  strong  new 
grille  treatment  and  tungsten  halogen 
fog  lamps.  A  proud  new  hood 
medallion.  And  crisp,  new  aluminum 
alloy  wheels. 

Plus  Cadillac  touches... 

Like  body-contoured, 
leather-faced  front 

bucket  seats  with  lumbar  /k 
support.  /jM 


Air  conditioning.  Full  instrumentation 
including  tach.  All  standard.  And 
available  features  like  a  new 
electronically  tuned  AM/FM  stereo 
cassette  radio  with  5-band  graphic 
egualizer. 

Extraordinary  value.  Compare 
Cimarron  '83  to  any  import  in  its  class. 
Feature  for  feature.  Sticker  for  sticker. 
Most  of  all,  compare  performance  with 
a  demonstration  drive.  See!a  Cadillac 
dealer  soon, 


fou've  got  travel  insurance  that  can  start  on  the 
way  to  the  airport.  Automatically. 


You've  got  the  Card. 


u  charged  your  plane,  train  or  ship  tickets 
on  the  American  Express* Card.  So  you 
are  automatically  covered  with  $75,000 
in  Travel  Accident  Insurance.  And 
if  you  charged  tickets  on  the  Card  for 
your  spouse  and  dependent  children 
under  23,  they're  covered,  too.  Charge 
your  plane  tickets  ahead  of  time,  and 
nu're  covered  on  your  way  directly  to  and 


from  the  airport,  in  a  taxi,  bus,  or  airport 
limo.The  cost  is  included  in  your  Card- 
membership  fee*.  So  pass  the  long  lines  at 
the  insurance  counter,  skip  filling  out 
the  forms,  just  go  to  the  gate.  You  don't  have 
tii  think  about  travel  insurance,  mm^^m 
You've  already  got  it. You've  got  ' 
the  American  Express  Card. 
Don't  leave  home  without  it? 


EXPRESS 


Icrwritten  by  Fireman  s  Fund  American  Life  Insurance  Company.  San  Rafael.  California. 


companies  are  trading  near  their  lows 
and  highs,  which  are  moving  up  or  are 
on  the  way  down  and  how  various 
industry  groups  are  performing.  He 
keeps  the  latest  copy  of  William 
O'Neil  &.  Co.'s  daily  price  graphs  in 
the  pocket  of  his  blue-and-white- 
striped  smock.  And  nary  a  weekend 
passes  that  Brooks  isn't  glued  to  the 
Trendline  report  of  stock  information 
that  arrives  on  his  doorstep  each  Sat- 
urday morning  at  7. 

The  objectives  are  simple.  Such 
traders  attempt  to  buy  stocks  they 
feel  are  "oversold"  or  cyclical  compa- 
nies that  are  at  the  bottom  of  their 
business  cycle.  Sometimes  this 
works,  sometimes  not.  Last  spring, 
for  example,  Brooks  loaded  up  on  an 
oil  and  gas  drilling  company. 
But  its  "early  movement" 
was  only  a  brief  gasp  before  a 
steeper  fall. 

Getting  out  wasn't  easy. 
The  week  before  the  mid-Au- 
gust rally,  Brooks  tried  to 
close  all  bis  positions  to  take 
a  worry-free  week's  vacation. 
"I  was  supposed  to  be  out  of 
the  market  at  the  bell  Fri- 
day," he  says.  "But  when  I 
left  I  was  still  long  9,000 
shares  of  the  oil  and  gas  drill- 
ing company." 

Then,  when  the  market 
went  wild  the  next  week, 
Brooks  was  back  on  the  floor. 
"If  you're  an  entrepreneur, 
you  have  to  strike  while  the 
iron  is  hot.  No  one  can  do  it 
for  you,"  he  says.  "My  wife 
yelled,"  he  adds.  That  week 
Brooks  ended  up  trading  50% 
more  than  his  usual  20,000- 
share-a-day  load.  By  Thurs- 
day, Aug.  19,  his  previously 


at  age  12.  "I  worked  summers  on  pa- 
per routes,  amassed  a  fortune  of 
$1,000  and  opened  my  own  account," 
he  explains.  His  father,  72  and  still  on 
the  NYSE  floor  today  as  a  commission 
house  broker,  was  trustee.  "We  would 
sit  around  and  discuss  what  to  do  and 
then  he  would  buy  or  sell  as  custodi- 
an," Brooks  adds. 

Through  his  father's  contacts, 
Brooks  worked  summers  and  vaca- 
tions from  Georgetown  University  as 
a  clerk  on  the  exchange  floor.  Then  he 
became  a  "$2  broker"  trainee  at  Stern, 
Frank,  Meyer  &  Fox.  These  men  trade 
for  the  accounts  of  other  member 
firms,  and  in  the  days  before  negotiat- 
ed rates  they  earned  $2  in  commis- 
sions for  each  100-share  transaction. 


Do-it-yourself  floor  trading 


If  the  smell  of  big  money  and  the  lure  of  avoid- 
ing those  nasty  brokerage  fees  sound  tempting 
to  you,  become  a  registered  competitive  market 
maker  on  the  New  York  Stock  Exchange  or  a 
registered  equity  market  maker  on  the  American 
Stock  Exchange.  All  it  takes  is  a  seat  on  one  of 
these  exchanges.  Prices  range  from  $180,000  on 
the  American  to  $210,000  on  the  New  York  Stock 
Exchange.  After  passing  an  exam  on  all  the  appli- 
cable rules,  you  will  need  the  approval  of  both  the 
SEC  and  the  exchange.  Each  has  a  passel  of  re- 
quirements, which  boils  down  to  a  minimum 
liquid  capital  base  of  $100,000  on  the  NYSE. 

When  the  trading  begins,  of  course,  there  is  red 
tape.  RCMMs,  for  example,  must  file  daily  re- 
ports listing  every  transaction,  and  they  can't 
make  trades  that  might  have  an  effect  on  the 
market.  Also,  all  transactions  of  RCMMs  are  sub- 
ject to  stringent  capital  rules,  including  50%  mar- 
gin requirements.  Beyond  that,  you  are  on  your 
own. — J.A.P. 


anemic  oil  and  gas  drilling  company 
had  risen  by  $2.50  a  share — an  instant 
profit  of  as  much  as  $22,500. 

Of  course,  it  isn't  always  like  that. 
"Someone  like  me  could  get  wiped 
out  overnight,"  explains  Brooks, 
pointing  out  that  he  once  lost  25%  of 
his  capital  in  a  single  day.  He  con- 
tends that  the  long-term  returns  are 
good,  "but  not  extraordinary."  How 
much  does  he  make  to  support  his 
north  shore  Long  Island  home  and 
vacationless  family?  He  says  he  won't 
even  tell  his  wife.  "The  swings  are  too 
great  day  to  day  and  year  to  year." 
Knowledgeable  Wall  Streeters,  how- 
ever, says  RCMMs  typically  earn  well 
into  six  figures  annually. 

To  do  that,  of  course,  a  man  has  to 
be  a  virtual  encyclopedia  of  stock 
data — and  have  that  mystical  "feel" 
of  the  trader.  That's  where  Brooks  ex- 
cels; he  began  dabbling  in  the  market 


Commission  house  brokers,  on  the 
other  hand,  execute  orders  only  for 
the  customers  of  brokerage  houses. 
Today  there  are  some  840  brokers  of 
both  types,  but  none  may  trade  for  his 
own  account  as  the  RCMMs  do. 

In  1967  Stern,  Frank  contracted  a 
seat  to  Brooks — at  a  market  peak  price 
of  $515,000 — and  he  started  on  the 
floor  executing  orders  for  other  firms. 
By  1977  Brooks  had  saved  up  enough 
money  to  buy  a  seat  of  his  own,  which 
then  cost  a  mere  $90,000.  Then,  when 
the  SEC  created  RCMMs  on  an  ex- 
perimental basis  in  1977,  he  became 
one  of  the  first. 

Brooks'  workday  is  full  of  frantic, 
split-second  decisions  and  high  pres- 
sures. And  despite  the  noisy  milieu  of 
the  exchange,  his  style  of  trading  is 
strangely  lonely.  Brooks  maintains 
only  superficial  contact  with  his  col- 
leagues: "When  we  talk  among  our- 


selves, it's  just  whether  we're  long  or 
short  the  market,  never  our  positions. 
It's  a  question  of  dancing  on  the  other 
guy's  grave."  No  after- the-market 
drinks  with  the  boys  and  only  rare 
social  engagements  with  other  traders 
and  their  wives. 

During  the  workday,  Brooks 
doesn't  even  grab  a  midday  bite  with 
other  members,  but  that's  because  he 
never  eats  lunch — or  breakfast.  At 
least  not  since  he  began  trading. 
"There's  enough  stress  that  I 
wouldn't  enjoy  a  meal,"  he  explains. 
"I  always  have  positions  and  don't 
like  to  be  eating  when  things  can  hap- 
pen and  I  might  miss  a  move."  De- 
spite the  pressures,  Brooks  stays  com- 
posed as  others  scream  bids  peppered 
with  obscene  words  and  ges- 
tures across  the  floor.  His 
speech  is  slow  and  deliberate 
and  his  eyes  are  constantly 
riveted  on  the  stream  of 
prices  crossing  the  NYSE 
tape  above  the  heads  of  the 
traders.  Spotting  an  opportu- 
nity, he  briskly  moves  to  the 
appropriate  booth,  where  he 
calmly  strikes  a  bargain. 

Until  August,  this  year 
was  lean.  "For  the  first  time 
since  I  began  trading  I  was 
losing  money,"  Brooks  says. 
This  summer  he  was  "selec- 
tively buying  the  weakness 
in  the  market  and  waiting  on 
a  daily  or  weekly  basis  for  the 
market  to  rally."  But  Brooks 
never  holds  a  position  for 
longer  than  two  or  three 
months,  which  wasn't  long 
enough  earlier  this  year  to 
make  many  of  his  positions 
profitable. 
Then  came  the  rally.  "I've 


worked  myself  into  the  black," 
Brooks  says.  "Still,  it's  been  a  rough 
year  for  me  and  for  most  professional 
traders." 

Why?  Brooks  isn't  sure.  "The  mar- 
kets have  taken  on  a  real  volatility, 
and  it  makes  some  of  the  older  ap- 
proaches, like  selling  if  the  stock  goes 
down  15%  or  buying  if  it  goes  up 
20%,  in  need  of  reexamination,"  he 
explains.  "I  think  the  best  thing  is  to 
be  pragmatic  and  not  be  locked  into 
any  one  strategy." 

That's  hardly  grounds  for  opti- 
mism. In  the  midst  of  what  may  be- 
come a  major  upturn,  Robert 
Brooks — who  is  as  close  to  the  stock 
market  as  you  can  get — seems 
strangely  worried.  This  may  mean 
that  the  basis  for  the  1982  rally  isn't 
sound.  Or  it  may  only  mean  that  on 
Wall  Street,  just  like  anywhere  else, 
one  can't  see  the  forest  for  the  trees.  ■ 
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Stability. 


As  reinsurers,  we  assume  risks  originally  underwritten  by  other 
insurance  companies. 

Prudent  underwriting  and  reserving  practices — based  on  the 
largest  block  of  long-term  reinsurance  data  in  the  United  States — 
sustain  our  stable  and  balanced  financial  base  to 
weather  difficult  times. 

The  General  Re  Group  offers  reinsurance, 
insurance  and  related  services  throughout  the 
world.  Our  stock  is  traded  on  the  New  York  Stock 
Exchange  under  the  symbol  GRN. 

America 's  Largest  Reinsurer 


General 
Re 


General  Re  Corporation,  Greenwich,  Connecticut 

Atlanta,  Chicago.  Columbus.  Dallas,  Des  Moines,  Hartford,  Houston,  Kansas  City.  Los  Angeles.  New  York.  Philadelphia.  San  Francisco,  Seattle.  Washington.  DC. 

Montreal,  Toronto,  and  London. 


©1982  GRC 


Bernie  Fein  sometimes  calls  himself  a  "gar- 
bage collector. "  But  what  he  has  in  United 
Industrial  Corp.  looks  more  like  gold. 


Look,  Ma, 
no  hands 


By  John  Dorfman 


EVERY  COMPANY  SHOULD  HAVE 
"hands-off"  managers  like  Ber- 
nard Fein  at  United  Industrial 
Corp.  The  New  York-based  com- 
pany's sales  were  less  than  $100  mil- 
lion in  the  mid- 1 970s.  They  will  prob- 
ably top  $250  million  this  year.  Earn- 
ings have  been  growing  at  better  than 
20%  annually — to  $11  million  in 
1981 — and  UIC's  return  on  equity 
over  the  last  five  years  has  averaged 
close  to  20% . 

Some  say  Fein  has  achieved  all  this 
by  leaving  his  four  subsidiaries 
alone — especially  AAI  Corp.,  a  Balti- 
more-based defense  contractor,  which 
brings  in  57%  of  the  firm's  revenues. 
But  it's  not  that  simple.  "If  we  were 
doing  something  that  didn't  make 
sense,  he  would  find  a  nice,  subtle 
way  of  telling  us,"  says  AAI's  execu- 
tive vice  president,  Joseph  Montal- 
bano.  What  Fein  clearly  wouldn't  do 
is  dispatch  an  "adviser"  from  head- 
quarters. UIC  has  more  than  4,000 
employees,  but  only  10  work  at  its 
Manhattan  corporate  offices. 

To  appreciate  how  Bernie  Fein 
works,  you  need  to  know  his  back- 
ground. Fein,  74,  was  a  corporate  law- 
yer until  World  War  II,  when  he  was 
snatched  up  by  the  Air  Force.  It  want- 
ed him  because  of  his  early  ham  radio 
experience  (Fein's  license,  dated  1926, 
was  issued  by  Secretary  of  Commerce 
Herbert  Hoover).  After  the  war,  Fein 
worked  briefly  for  Bell  Labs  and  for  an 
electronics  firm,  then  embarked  on  a 
series  of  remarkable  corporate  salvage 
missions:  Winthrop  Products  in  1947, 
Ansley  Radio  in  1948  and  Lanston 
Monotype  in  1955.  All  were  on  their 
last  legs  when  Fein  arrived,  and  profit- 
able when  he  left. 

In  1958  Fein  bought  8%  of  United 
Industrial  "because  it  was  a  cheap 


stock  selling  for  less  than  $5."  He 
never  intended  to  take  a  management 
role,  but  was  pulled  in  to  straighten 
things  out  in  the  aftermath  of  a  disas- 
trous 1959  merger  with  Topp  Indus- 
tries, a  West  Coast  electronics  firm. 
"Topp  was  run  by  a  bunch  of  gung-ho 
smart  guys  who  took  over  UIC,"  Fein 
recalls.  "Within  six  months  of  the 
merger,  they  had  bought  a  cement 
aggregate  company  and  a  road-build- 
ing company,  a  small  rubber  company 
in  Ohio  and  U.S.  Semiconductor  in 
Phoenix." 

When  Fein  took  over,  UIC  had  $10 
million  of  debt  in  default,  a  negative 
net  worth  and  was  being  delisted  by 
the  New  York  Stock  Exchange. 

"Everyone  expected  me  to  file 
Chapter  11,"  he  explains.  Instead, 
Fein  repaid  his  loans  in  full,  partly  by 
selling  off  some  of  the  subsidiaries  the 
Topp  people  had  acquired.  To  this 


day,  UIC  is  almost  debt-free.  "A  lot  of 
people  tell  me  I  am  foolish  for  not 
borrowing,"  says  Fein — who  gives 
these  critics  no  more  heed  than  he 
does  those  who  would  like  him  to 
strip  his  company  of  its  "nonglamor- 
ous"  subsidiaries. 

Right  now  the  glamour  is  AAI,  for- 
merly Aircraft  Armaments,  Inc.  Its 
specialty  is  electronic  warfare  train- 
ing systems.  Firms  like  E-Systems 
and  Loral  build  the  hardware,  but  AAI 
dominates  the  market  for  training  and 
simulation  equipment  to  teach  people 
how  to  use  it.  The  company  also 
makes  pierside  training  systems  for 
the  Navy.  "That  way  you  don't  have 
to  take  a  huge  ship  out  to  sea  to  train 
its  crew,"  comments  Willard  Brown 
of  First  Albany  Corp. 

On  the  ordnance  side,  AAI  (as  a 
subcontractor  to  Ford)  produces  the 
turret  for  the  DIVAD  anti-aircraft 
gun.  It  makes  loaders  to  shove  Cruise 
missiles  into  B-52s,  quickly  and  pre- 
cisely. And  it  has  its  eye  on  two  other 
projects  that  might  make  UIC  a  bil- 
lion-dollar company  by  1987: 

•  Blue-sky  plan  number  one.  The 
Pentagon  decides  it  doesn't  want  to 
rely  solely  on  FMC  to  produce  its  new 
armored  personnel  carriers.  Bowen- 
McLaughlin-York,  a  subsidiary  of 
Harsco  Corp.,  becomes  a  second- 
source  contractor  on  the  $13  billion 
project  and  implements  a  standing 
agreement  to  subcontract  for  the  tur- 
rets from  AAI. 

•  Blue-sky  plan  number  two.  The 
Army,  the  Marines  or  a  foreign  power 
places  a  major  order  for  AAI's  RDF 
light  tank.  The  company  is  a  leader  in 
developing  this  controversial  piece  of 
hardware  (see  box),  and  if  it  becomes 


Bernard  Fein  at  the  controls  of  bis  bam  radio  equipment 

The  license  was  issued  in  1926  and  signed  by  Herbert  Hoover. 
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PASCOE 

BUILDS 
GARY 

And  Goldsboro.  And  Grand 
Rapids.  And  Greenville. 

Let  your  local  Pascoe  Builder 
put  your  business  in  the  forefront 
with  high-efficiency,  low-mainten- 
ance, state-of-the-art  metal 
buildings. 

Pascoe  builds  offices,  commercial 
buildings,  stores,  warehouses, 
factories.  Pascoe  builds  America. 


PASCOE  BUILOING  SYSTEMS 
Jf^^~~^^Q  Division  of  Amcord,  Inc. 

1301  East  Lexington  Avenue  JfSSsi 
Pomona.  California  91766  IBS' 


FREE 
BANK  BOOK 
OF  SAVINGS. 


Call  toll-free  or  send  for 
88  pg.  catalog  of  fine  traditional 
clothing  for  men  &  women. 

Shop  conveniently  from  our  full-color 
catalog.  It's  brimming  with  classic 
clothing  and  accessories,  priced  far 
below  most  fine  stores.  Your  satisfaction 
is  guaranteed.    $f\i  Call  toll-free 
800-228-5000  anytime... or  mail 
coupon  below. 

PS.  A.BanM  ciothiers 

109  Market  Place/Baltimore.  MD.  21202 
Please  send  free  catalog  to: 

Name  

Address  L  

City  

State  

\  c  1982  
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popular  AAI  will  be  a  major  supplier. 

Even  without  these  bonanzas,  UIC 
is  still  doing  nicely.  Sales  should  hit 
$600  million  by  1986,  with  AAI  pro- 
viding much  of  the  growth.  But  Fein's 
other  operations  are  by  no  means 
dogs.  Affiliated  Hospital  Products 
(70%  owned  by  UIC)  accounts  for 
roughly  one-quarter  of  current  sales. 
It  is  the  world's  largest  producer  of 
disposable  rubber  surgical  gloves. 

Then  there's  Detroit  Stoker,  the 
world's  largest  maker  of  coal  combus- 
tion-chamber feeders  for  industrial 
plants,  utilities  and  ships.  High  tech  it 
isn't,  but  Fein  isn't  troubled.  "Busi- 
nesses are  like  women's  styles,"  he 
says.  "When  they're  in  season,  Wall 
Street  starts  going  gaga  over  them." 


UIC's  smallest  division  is  Neo  Prod- 
ucts, a  tiny  plastics  firm  that  chips  in 
a  mere  3%  of  sales.  Why  bother?  "I 
bought  it  for  nothing,"  says  Fein. 
"How  can  you  lose?" 

That  kind  of  thinking  has  paid  off 
well  for  Fein  and  UIC's  shareholders. 
The  company's  stock,  which  has  been 
back  on  the  NYSE  since  1964,  now 
commands  12  times  earnings.  Its 
price  has  jumped  from  28  to  52  over 
the  past  year,  making  Fein's  current 
22%  ownership  position  worth  about 
$35  million.  Despite  his  age,  Fein  says 
he  isn't  worried  about  succession. 
And  why  should  he  be?  Brother  Ed, 
84,  is  ten  years  his  senior  and  still 
going  strong  as  UIC's  vice  president 
and  secretary.  ■ 


Fifteen  tons — and  here's  what  you  get 


W'hat  this  country  needs,  says 
Irwin  Barr,  is  a  good  15-ton 
tank.  Barr  is  president  of  AAI 
Corp.,  United  Industrial's  major 
subsidiary.  He  holds  well  over  100 
patents,  some  of  them  for  armor- 
piercing  antitank  ammunition, 
and  he  has  long  been  a  bug  on  the 
subject  of  light  tanks.  As  a  result, 
AAI  has  built  a  number  of  proto- 
types over  the  years,  but  so  far 
Barr's  ideas  have  generated  more 
controversy  than  orders. 

The  reason  is  weight.  The 
Army's  basic  tank  of  the  near  fu- 
ture, the  Ml,  rolls  off  General  Dy- 
namics' assembly  line  at  about  60 
tons — more  if  heavily  equipped. 
Most  Soviet  tanks  are  in  the  area  of 
45  tons.  Those  are  naturally  bulky, 
cumbersome  machines — and  in 
contrast,  AAI's  15-ton  RDF  model 
(for  Rapid  Deployment  Force — re- 
member?) can  be  carried  to  a  battle 
site  by  helicopter. 

Listen  to  Barr  make  his  case:  "If 
we  needed  to  project  force  rapidly 
someplace,  such  as  the  Mideast, 
we  could  quickly  transport  only 
140  or  so  Mis.  You  can  fit  two  Mis 
on  a  C5A  transport  plane,  and  the 
U.S.  has  70  or  so  C5As.  You  can't 
transport  Mis  in  a  C141,  our  main 
air  transporter,  of  which  we  have 
more  than  300.  But  if  we  were  us- 
ing RDF  light  tanks,  we  could  rap- 
idly transport  about  1,400 — 10 
times  as  many — 8  each  in  our 
C5As  and  2  each  in  our  C141s.  The 
RDF  tank  also  fits  into  a  C130." 

Add  to  that  the  fact  that  light 
tanks  go  for  a  base  price  of  about  $  1 
million  (vs.  around  $2.7  million  for 
a  conventional  tank),  and  the  case 


AAI  Corp.  's  RDF  light  tank 

begins  to  get  intriguing.  Light  tank 
proponents  argue  that  with  today's 
armor-piercing  shells  almost  no 
tank  is  able  to  withstand  a  direct 
hit.  So  what  counts  are  numbers, 
mobility,  rapid  automatic  fire  and 
a  low  silhouette. 

On  the  other  hand,  critics  claim 
that  light  tanks  are  vulnerable  to 
more  weapons  than  heavy  tanks. 
Some  shoulder-fired  rockets,  for 
example,  can  destroy  an  RDF  light 
tank — unlikely  with  an  Ml. 

Barr  hopes  the  Army  will  even- 
tually order  his  RDF  tank,  but  he 
has  a  better  chance  with  the  Ma- 
rines— or  foreign  governments.  A 
big  sale  to  Venezuela  was  appar- 
ently near,  before  the  war  over  the 
Falkland  Islands.  But  now,  politics 
are  such  that  Latin  American  offi- 
cials don't  want  to  be  seen  talking 
with  Yanqui  suppliers. — f.D. 
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Amfac. 

Aren't  they  in  retail? 
Or  is  it  wholesale? 


Our  Retail  Group  owns  and  operates  Liberty  House  department  stores. 
(In  Hawaii,  California  and  Nevada.)  Our  Distribution  Group  is  one  of  the 

nation's  leading  wholesalers  of  pharmaceuticals,  electrical  and 
mechanical  supplies.  Both  groups  are  successful,  and  should  be.  We've 
been  wholesalers  and  retailers  for  over  a  hundred  years. 
When  the  question  is  Amfac,  the  answer  is  yes. 

(^frfac 

Forbes  500.  $2.1  billion  revenues. 
Diversified  operations  in  38  states. 


GMC  is 
a  division  of 
General 
Motors. 


GMC  our  aim,  quite  simply, 
offer  trucks  that  know  how  to 
^ed  in  business— your  business, 
's  why,  from  one  end  of  our 
:o  the  other,  we  offer  trucks 
can  help  you  cut  your  oper- 
;  costs  and  help  make  your 
>m  line  look  better, 
st  consider  a  few  of  the  things 
were  done  to  make  our  trucks 
beautiful  to  your  bookkeeper, 
our  Dragfoiler.  We  developed 
i  made  it  available  on  our 
y-duty  GMCs.  It  can  help  keep 
distance  from  wasting  your 

w  for  1983  are  features  like  the 


aerodynamically  designed  hood, 
available  on  selected  Brigadier  mod- 
els, power  hydraulic  front  and  rear 
disc  brakes,  available  on  a  wide 
range  of  conventional  medium-duty 
models,  and  the  S-15  Club  Coupe 
and  new,  compact  S-15  Jimmy. 

Of  course,  there  are  lots  of  other 
ways  GMC  trucks  can  help  cut 
your  operating  costs.  The  point 
being,  that  whether  your  trucking 
needs  are  large  or  small,  our  whole 
line  is  built  with  your  bottom  line 
in  mind.  You  see,  at  GMC,  trucks 
are  what  we're  all  about.  See  your 
GMC  truck  dealer  about  buying  or 
leasing  one  today. 


TRUCKS  ARE  WHAT  WE'RE  ALL  ABOUT 


Tiny  Logicon  is  growing  as  a  defense  con- 
tractor by  supplying  the  software  that 
makes  the  missiles  hit  the  mark. 


On  target 


By  Michael  Cieply 


BLEAK  AND  FORBIDDING,  high 
above  Los  Angeles'  fog-shroud- 
ed San  Pedro  harbor,  looms 
Logicon  Inc.'s  labyrinthine  office 
complex.  Files  are  secured  with  long 
metal  bars,  and  certain  of  the  rooms 
are  ominously  bolted.  While  the  staff 
is  busy  "sanitizing"  an  area  for  visi- 
tors, John  Woodhull,  president 
of  the  $62  million  (revenues) 
company,  stares  suspiciously 
at  the  reporter's  cassette  re- 
corder on  his  desk.  "Okay, 
where  does  this  tape  go?"  he 
asks  sternly.  "Let's  just  talk 
about  that  for  a  minute." 

A  flair  for  cloak-and-dagger? 
More  like  routine  vigilance  for 
a  defense  electronics  firm  with 
90%  U.S.  government  book 
ings.  Logicon's  bread  and  butte: 
comes  from  products  as  peril- 
ous as  the  MX  inertial  guidance 
software  and  the  programs  that 
target  all  the  Minuteman  and 
Trident  missiles  and  B-52 
bombers — essentially  the  en- 
tire U.S.  strategic  triad. 

Important  though  it  is  to  the 
Pentagon's  growing  commit- 
ment to  defense  electronics, 
tiny  Logicon  seems  an  after- 
thought among  such  traditional  sup- 
pliers of  military  wizardry  as  $5.2  bil- 
lion (revenues)  TRW,  $5.6  billion 
Raytheon,  $1.9  billion  Northrop  and 
$572  million  E-Systems.  But  thanks 
to  Woodhull's  agile  maneuvering,  Lo- 
gicon is  getting  an  increasing  share. 

Woodhull,  48,  a  mathematician 
with  degrees  from  the  University  of 
Colorado,  left  TRW  in  1 964  to  join  the 
technical  staff  of  Logicon,  which  had 
been  set  up  three  years  previously  by 
former  TRW  engineers.  Like  many 
engineers,  the  founders  were  more  in- 


terested in  doing  "creative  work" 
than  in  building  a  business.  Not 
Woodhull.  "Jack  kept  asking  people," 
says  a  friend  from  those  days,  "why 
bother  with  this  if  we  can't  build  a 
great  big  company  and  get  rich?" 

Taking  over  as  president  in  1969 — 
with  Logicon  at  $5  million  rev- 
enues— Woodhull  focused  the  com- 
pany  on   a   painstaking  technique 


Logicon  President  John  Woodhull 
The  Soviets  know  they  will  get  hit. 


called  Independent  Verification  & 
Validation.  Spectacular  failures  in 
early  rocket  launches — those  fiery  di- 
sasters on  the  pad — were  sometimes 
traced  to  minuscule  bugs  in  flight 
control  programs.  Under  IV&V,  a  gad- 
fly like  Logicon  received  as  much  as 
20%  of  a  development  contract  just  to 
point  oiit  where  prime  contractors 
like  IBM  or  Rockwell  were  wrong. 

"We  introduced  an  element  of  com- 
petition," grins  Woodhull,  who  re- 
cently bought  a  one-man  sailboat 
with  the  intention  of  racing  in  the 


1984  Olympics.  IV&V  gave  Logicon 
access  to  high-grade  technology, 
while  building  the  credibility  it  need- 
ed to  win  lucrative  development  con- 
tracts of  its  own.  Result:  1983  book- 
ings— spread  safely  among  the  Air 
Force  and  Navy,  along  with  civil  agen- 
cies like  the  CIA  and  the  FAA — are 
projected  at  approximately  $85  mil- 
lion. By  fiscal  1986  Woodhull  expects 
revenues  to  reach  $150  million. 

Not  that  Woodhull  wasn't  impa- 
tient to  have  more.  During  the  1970s 
he  tried  to  drive  growth  with  commer- 
cial forays  as  far-flung  as  hospital  man- 
agement services  and  micrographic 
terminals  that  were  supposed  to  mar- 
ket cosmetics  for  Revlon.  Most  fiz- 
zled. According  to  Harold  Newmark,  a 
Logicon  veteran  who  was  responsible 
for  marketing  those  flops.  "We  didn't 
understand  that  what  is  cheap  for  the 
military  is  out  of  sight  for  a  hospital. 
Sometimes  we  had  solutions  for 
which  there  were  no  problems." 

Chastened,  Woodhull  has  been  cut- 
ting back  the  commercial  ventures 
since  1979.  He  sold  a  moneylosing 
newspaper  text-processing  operation 
this  year,  and  is  weighing  the  future  of 
Logicon's  factory  automation  divi- 
sion. But  concentrating  on  the 
military  has  its  rewards:  Logi- 
con's revenues  have  doubled 
since  1978,  and  earnings  per 
share  are  estimated  at  $1.65 
for  fiscal  1983  (ends  Mar.  31), 
up  34%  from  1982  earnings, 
which  were  penalized  by  a  loss 
from  discontinued  operations. 
With  $9.5  million  in  cash  and 
no  debt,  Woodhull  is  shopping 
for  a  defense-oriented  acquisi- 
tion, perhaps  with  the  elec- 
tronics hardware  capacity  that 
Wall  Street  seems  to  favor. 

Defense  electronics  analyst 
Phillip  Brannon  of  Merrill 
Lynch  points  out  that  Logi- 
con's shares  trade  on  the 
American  Stock  Exchange  for  a 
relatively  modest  10  times 
earnings,  compared  with  P/Es 
of  15  or  more  for  electronic 
warfare  hardware  producers 
like  Loral.  But,  says  Brannon,  "Current 
multiples  don't  reflect  the  prospects." 

Doesn't  Woodhull  fear  the  accumu- 
lating pressures  to  curtail  the  growth 
of  defense  budgets?  "Not  a  bit,"  he 
maintains.  The  way  he  sees  it,  Logi- 
con's electronic  innards — the  guid- 
ance and  targeting  software — are  the 
essentials  of  weaponry.  "Some  con- 
gressmen might  get  wild  ideas,"  says 
he,  in  his  best  doomsday  manner. 
"But  the  Soviets  have  to  know  that 
your  system  can  hit  them,  otherwise 
they'll  clobber  you."  ■ 
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How  to  fire 
someone  you  like. 


Some  people  need  a  drink  to 

lo  it. 

Others  toy  with  the  idea  for 
lonths  before  they  get  up  the 
ourage. 

But  you  can  take  a  lot  of  pain 
>ut  of  the  experience. 

With  the  techniques  Robert 
[alf  reveals  in  his  new  16-page 
ooklet,  How  To  Hire  Smart. 

It  tells  you  how  to  interview 

How  to  hire. 

How  to  fire. 

It's  condensed  from  Robert 
[alfs  34  years  of  specialized  expe- 
ience  in  financial,  accounting  and 
dp  recruiting. 

And  its  yours  free  as  soon  as 
du  call  anyone  of  the  80 
obert  Half  independently 
wned  and  operated 
ffices  (look  in  the  white 
ages  for  our  number, 
r  simply  fill  in  the  coupon 
elow). 

Meanwhile,  here  are  a  few 
ints  from  the  booklet. 

Don't  drag  it  out. 

When  you  have  to  let  some- 
ody  go,  don't  hem  and  haw.  The 
)nger  you  wait  to  spring  the  news, 
le  tougher  it  gets. 

Be  super  tactful.  Do  your 
est  to  give  an  explanation  that  the 


1 


person  can  live  with.  But  by  all 
means  be  truthful. 

The  specialist  for  34  years. 

Robert  Half  pioneered  the  con- 
cept of  specialized  recruiting.  Be- 
cause a  specialist  does  a  better  job. 

His  annual  survey  booklet  has 
become  the  standard  guide  of  gov- 
ernment and  business -since  1950. 

In  fact,  when  a  Senate  Commit- 
tee needed  expert  testimony  on 
recruiting  practices  in  the  account- 
ing profession,  they  called  him. 

With  80  offices  in  3  countries, 
the  Robert  Half  organization  is  the 
largest  specialized  recruiter- 
which  means  we  can  give  you  the 
best  choice  of  first-rate 
l  candidates. 

So  when  you  hire 
k   somebody  recom- 
L   mended  by  a  Robert 
IL   Half  office,  you  may 
ml  save  yourself  the 
agony  of  firing. 


•at 


Please  send  me  your  booklet  How  To  Hire  Smart. 
(Mail  this  coupon  to  Robert  Half  International,  Inc., 
P.O.  Box  4157  New  York,  NY  10163. ) 


Name- 


Company- 

Address  

City  

Zip  


.Title. 


Telephone  (. 


-State. 
_)_ 


BOROBERT  HALF 

dn  accounting,  financial  and  edp  personnel  specialists 

©  19H2  Robert  Half  International  Inc.  j 


PICKING  A  PLANT 
SITE  IS  EASIER, 
WHEN  YOU  START  WITH 
MULTIPLE  CHOKES. 


PLANT  SITES  BY 
THE  THOUSANDS. 

As  the  nation's  longest  railroad, 
Burlington  Northern  can  offer  you 
an  outstanding  variety  of  choice 
locations  across  the  country. 

Properties  are  available 
throughout  the  25  states  we 
serve— both  our  own  substantial 
real  estate  holdings  and  those 
of  private  developers  with  whom 
we  work  closely. 


Whether  you're  looking  for  a 
rural  or  an  urban  location,  we'll 
help  you  find  the  ideal  place  for 
your  next  pic  have  sites  in 

or  near  most  ma     markets  from 
Canada  to  the  ( .  i     md  from  the 
Pacific  North wesi  Alabama 
and  Florida. 


LOCATIONS  ARE 
MORE  THAN  LAND. 

Your  needs  don't  stop  at  real 
estate.  Neither  do  our  services. 
We  understand  the  importance  of 
natural  resources,  people 
resources,  transportation  and 
a  favorable  governmental  climate. 
So  our  local  experts  across  the 
country  will  help  you  find  the 
ideal  combination  of  property  and 
business/living  environment. 

ONE  CALL  WILL 

EXPAND  YOUR  HORIZONS. 

If  you  want  to  find  out  more,  call 
Ernie  Grinnell,  Vice  President,  or 
Ed  Riebow,  Director  of  Field 


Operations,  in  St.  Paul,  at  (612) 
298-2346.  They  can  give  you  a 
wide  variety  of  location  choices  tc 
consider.  And  each  comes  with 
America's  longest  railroad  ready 
to  go  to  work  for  you. 


BURLINGTOh 

NORTHERN 

RAILROAD 


Industrial  Development  Department 
Room  C1082 
176  East  Fifth  Street 
St.  Paul,  Minnesota  55101 


Worried  that  your  oil  and  gas  tax  shelter 
isn't  paying  off?  Wondering  whether  to  try 
one?  Here  an  industry  analyst  sets  forth 
some  performance  yardsticks. 

How  does  your 
shelter  shelter? 


By  Jean  A.  Briggs 

Oil  and  gas  tax  shelter  pro- 
grams are  not  all  created  equal. 
Some  have  returned  as  much  as 
110%  aftertax  to  investors  at  the  end 
of  their  term.  Others  have  returned 
nothing  at  all.  How  do  you  tell  which 
will  do  well  and  which  won't  before 
you  plunk  down  your  $10,000  and 
become  a  limited  partner? 

Arthur  Jerrold  King,  president  and 
founder  of  Investment  Search,  Inc.  of 
Annapolis,  Md.,  has  been  working  on 
the  problem.  After  graduating  from 
the  University  of  Oklahoma,  where 
he  studied  accounting,  he  became  a 


salesman  for  one  of  the  major  oil  and 
gas  program  sponsors.  One  problem 
he  encountered  was  the  dearth  of  good 
information  for  investors.  So  he  start- 
ed up  his  own  business  providing 
summaries  of  the  prospectuses  of 
SEC-registered  programs. 

Soon  King  saw  patterns  in  the  offer- 
ings. He  concluded  that  there  are  four 
basic  types  of  programs.  He  has  just 
completed  a  study  that  analyzes  the 
impact  on  aftertax  return  of  program 
size,  amount  of  front-end  load  and 
type  of  drilling. 

King's  study  covers  500  partner- 
ships put  together  by  64  sponsors  be- 
fore 1981.  All  the  sponsors  were  still 


How  is  the  deal  structured? 


in  business  and  raised  money  in  1981. 
But  the  money  raised  from  the  public 
before  1981,  some  $2.5  billion,  had 
been  put  to  work  and  uncovered  ei- 
ther gushers  or  dry  holes.  Although 
the  oil  and  gas  in  successful  wells 
may  flow  for  another  20  years  or 
more,  the  ultimate  return  on  the  in- 
vestor's dollar  can  at  least  be  project- 
ed. King's  conclusion  for  the  500:  a 
disappointing  average  return  of  9.9%, 
down  susbtantially  from  12.8%  two 
years  ago.  King  attributes  this  decline 
to  the  many  new  and  inexperienced 
entrants  in  the  business. 

If  the  general  partner  and  the  limit- 
ed partners  shared  both  nondeduct- 
ible capital  costs  and  deductible  drill- 
ing costs,  King  found  that  the  limited 
partners'  chances  of  a  decent  return 
were  best.  He  calls  this  a  promoted 
interest  structure.  Sixty-six  of  the  500 
partnerships  used  it  and  raised  $232.4 
million.  Twenty-four  percent  of  these 
will  return  over  20%;  only  6.4%  will 
have  no  payout  at  all. 

The  reason  the  promoted  interest 
structure  is  the  safest  for  investors  is 
that  the  general  partner  and  the  limit- 
ed partners  have  the  same  interest. 
Says  King:  "He  is  at  risk  when  he 
drills,  just  as  you  are." 

The  riskiest  type  of  program  to 
limited  partners  turned  out  to  be  the 
one  King  calls  functional  allocation  In 
such  programs  capital  costs  are  paid 
by  the  general  partner.  Intangible  or 
drilling  or  deductible  costs  are  paid  by 


A  new  study  of  oil  and  gas  tax  shelters  finds  partner-  enues,  proved  safest.  Those  with  functional  alloca- 
ships  with  a  promoted  interest  structure,  where  gen-  tion,  where  deductible  costs  are  paid  by  outsiders 
eral  and  limited  partners  share  all  costs  and  rev-    and  capital  costs  by  sponsors,  proved  riskiest. 


Promoted  interest 
66  partnerships 
$232.4  million  raised 
11.1%  average  rate  of  return 


Carried  interest 
92  partnerships 
$344.4  million  raised 
12.9%  average  rate  of  return 


Reversionary  interest 
123  partnerships 
$425.5  million  raised 
11.5%  average  rate  of  return 


Functional  allocation 
219  partnerships 
$1,462.8  million  raised 
8.7%  average  rate  of  return 
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NAR  has  one  of  the  nation's 
largest  independent  grey  iron 
foundries.  More  than  half  the 
U.S.  built  cars  have  one  or 
more  castings  produced  by 
these  modern,  high  quality, 
high  volume,  cost  efficient 
plants. 

NAR  finds  and  develops  oil 
and  gas  in  this  continent. 
For  more  than  twenty  years 
we  have  developed  our  own 
reserves  and  production  from 
prospects  generated  inter- 
nally or  within  the  industry. 
Our  professional  staff  directs 
operations  from  strategically 
located  offices. 

For  the  past  five  years  our 
growth  has  been  financed 
entirely  by  internally  gener- 
ated funds.  We  plan  to  con- 
tinue this  policy  which  has 
given  us  steady  and  sub- 
stantial growth  and  financial 
strength. 

NORTH 
AMERICAN 
ROYALTIES,  INC. 

CHATTANOOGA,  TN  37402 


the  limited  partners.  Bceause  inves- 
tors can  write  off  in  the  first  year 
everything  they  put  in,  functional  al- 
location is  the  most  popular  type  of 
program.  "Investors  like  it  but  they 
usually  pay  too  much  for  it,"  says 
King.  Of  the  500  partnerships,  219 
were  of  this  type.  While  2 1.6%  of  them 
can  be  expected  to  return  over  20%  to 
investors,  35.1%  will  have  no  payout 
at  all.  Even  these  figures  may  paint  too 
rosy  a  picture.  Among  those  returning 
over  20%  arc  two  big  sponsors,  Dyco 
and  Woods  Petroleum,  which  have 
more  liberal  payout  terms  or  stronger 
financing.  "If  these  two  programs  were 
removed  from  the  sample,  the  percent 
which  returned  over  20%  would  de- 
cline to  13%,"  says  King. 

In  the  other  two  program  structures 
King  has  defined,  limited  partners  pay 
essentially  all  of  the  costs.  "The  gen- 
eral partner  pays  1%,"  says  King,  "but 
he  gets  that  in  a  management  fee.  He 
doesn't  have  to  reach  in  his  pocket  for 
any  cash."  In  one  he  calls  carried  inter 
est.  the  general  partner  shares  in  rev- 
enues from  the  first  barrel  produced. 
In  the  other,  labeled  reversionary  inter 
est,  the  sponsor  doesn't  begin  to  share 
in  revenues  until  after  the  investor 
gets  at  least  some  money  back. 

Surprisingly,  the  carried  interest 
structure  turned  out  to  be  more  favor- 
able for  investors  than  the  reversion- 
ary interest  structure.  Of  the  92  part- 
nerships with  a  carried  interest  struc- 
ture, 21.8%  will  return  over  20%; 
40%  over  10%;  29.1%  under  10% , 
and  8.6%  nothing  at  all. 

Of  the  123  programs  with  a  rever- 
sionary interest  structure,  18%  will 
return  over  20%;  22.3%  over  10%; 
47.9%  under  10% ;  and  1 1.8%  nothing 
at  all.  Both  these  structures  are  used 
primarily  by  new  sponsors  who  don't 
have  much  cash,  says  King.  "The 
problem  with  reversionary  interest  is 
it  gives  them  an  incentive  to  charge 
higher  tees  than  they  really  should, 
since  they  don't  get  a  stream  of  in- 
come as  early  as  those  with  a  carried 
interest  structure." 

But  how  can  you  tell  what  kind  of 
structure  the  deal  you  are  considering 
has?  It  won't  be  labeled  "functional 
allocation"  or  "carried  interest"  in 
the  prospectus.  Your  broker  might 
know,  but  he  might  not.  "The  an- 
swer," says  King,  "is  to  study  careful- 
ly two  particular  sections  which  are 
in  every  prospectus.  One  is  called 
'Use  of  Proceeds,'  the  other,  'Alloca- 
tion of  Costs  and  Revenues.'  These 
will  tell  you  who  is  paying  for  what 
and  who  is  getting  what.  Remember, 
you  want  to  be  sure  the  sponsor's  in- 
terest is  closely  tied  to  your  own,  that 
you  are  really  in  it  together." 


Tax  shelter  analyst  King 

"Study  two  sections  carefully.  .  .  ." 


What  do  you  look  for  beyond  struc- 
ture? One  of  the  most  important  fac- 
tors, says  King,  is  the  type  of  drill- 
ing— was  it  exploratory,  developmen- 
tal or  a  combination  of  the  two?  He 
found  that  in  his  sample  investors 
fared  best  in  developmental  programs 
and  worst  in  exploration  programs. 
That's  because  of  the  far  heavier 
downside  risk  for  exploratory  pro- 
grams. Only  6.9%  of  the  developmen- 
tal partnerships  will  not  pay  out,  as 
opposed  to  34.4%  for  those  concen- 
trating on  exploration. 

As  for  size,  King  maintains  that 
large  amounts  of  money  are  not  nec- 
essarily good.  "Companies  that  do 
well  with  a  few  million  can  go  back  to 
the  market  and  raise  larger  sums. 
They  usually  didn't  do  as  well  after 
that."  Partnerships  that  raise  between 
$5  million  and  $7  million  showed  the 
best  average  rate  of  return;  larger  part- 
nerships proved  to  be  the  riskiest — 
with  a  36.8%  nonpayout  ratio. 

Front-end  load  turned  out  to  be 
more  important  than  King  had  ex- 
pected. Programs  with  a  load  of  under 
5%  showed  a  projected  17.8%  rate  of 
return,  while  those  with  a  load  of  over 
20%  had  an  average  of  9.1%. 

Other  factors  important  to  inves- 
tors' chances,  says  King,  include  the 
sponsor's  technical  expertise,  his 
management  ability  and  bis  track  rec- 
ord. One  of  King's  competitors,  Rob- 
ert A.  Stanger  in  Fair  Haven,  N.J., 
recently  ranked  over  600  programs  ac- 
cording to  past  performance.  He  and 
King'  agree  that  sponsors  who  have 
done  well  in  the  past  tend  to  continue 
to  do  well  as  long  as  they  don't  make 
major  changes  in,  for  example,  drill- 
ing personnel  or  location. 

The  truth,  of  course,  could  be  that 
all  this  analysis  is  for  nought — that 
finding  oil  and  gas  is  really  just  a 
matter  of  luck.  But  to  the  extent  that 
experience  and  skill  influence  the 
outcome,  King's  effort  is  a  large  step 
toward  creating  a  useful  yardstick.  ■ 
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The  last  thing  you  need 
during  a  merger  or  tender  offer 
is  to  get  tangled  up  in  your  depositary. 


The  key  decisions  have 
been  made.  The  exciting  part 
is  over.  Now  somebody  has  to 
handle  the  important  part: 
making  it  all  work . 

Usually,  awarding  a  bank 
the  depositary  function  — the 
administration  and  handling 
of  the  physical  exchange  of 
stock  —  turns  out  to  be  an  after- 
thought. 

And  done  with  little 
thought,  it  can  cause  a  dispro- 
portionate amount  of  grief. 
L  lability.  And  irate  stock- 
holders. 

All  it  takes  is  a  small 
clericalVslip-up  with  a  small 
stockholder. 

A  costly  delay  occurs.  You 
spend  precious  time  preparing 
lengthy  explanations  for  the 
press.  Answering  to  your  board 
of  directors.  And  fielding  ques- 
tions from  regulatory  bodies. 

The  risk  is  that  the  entire 
deal  will  be  jeopardized. 

To  avoid  all  that,  we've 
developed  80  well  thought-out 
questions  that  we  ask  you  on 
the  front  end. 

Questions  you  probably 
haven't  even  considered.  But 
they  cover  the  potential  hic- 
cups, snags  and  fuzzy  areas 
that  can  turn  a  brilliant  acquisi- 
tion into  a  dismal  administra- 
tive mess. 

The  truth  is,  most  people 
in  your  organization  don't  even 
know  what  a  depositary  does. 

And  if  it's  done  well,  they 
still  won't. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago,  231  South  LaSalle  Street,  Chicago.  Illinois (>069.i 
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Army,  Air  Force,  Navy  and  Marines  are 
about  to  order  a  runabout  to  replace  the 
popular,  old  reliable  jeep. 


Learn  to  say 
Hum-vee 


By  Allan  Dodds  Frank 


The  three  contenders /<         HMMWV  (pronounced  Hum-vee)  contract,  Teledyne's 

entry  (top),  General  Dynamics'  (middle)  and  American  Motors'  (bottom) 

A  bigger,  more  mobile  — -      'hat  can  carry  five  times  the  jeep's  load. 


T|he  jeep,  trusty  workhorse  of 
the  military  for  more  than  40 
years,  will  be  retired.  The  jeep 
still  works  fine,  but  it  is  no  longer  big 
enough.  Sophisticated  new  equip- 
ment carried  by  soldiers  is  much 
heavier  than  the  weaponry  it  replaces. 
All  the  electronic  gear,  especially 
truck-mounted  TOW  missiles,  also 
require  trucks  with  ignition  systems 
that  produce  no  electronic  interfer- 
ence. To  standardize  equipment,  the 
Army,  Navy,  Air  Force  and  Marines 
have  agreed  to  buy  one  vehicle. 

The  result:  a  competition  to  pro- 
duce the  HMMWV  (pronounced 
Hum-vee) — for  High  Mobility  Multi- 
purpose Wheeled  Vehicle — which 
will  be  diesel-powered,  aluminum- 
bodied  and  capable  of  carrying  2,500 
pounds.  The  Humvee  will  accelerate 
from  0  mph  to  30  mph  in  eight  sec- 
onds, climb  a  31 -degree  slope,  ford  a 
depth  of  30  inches  or  60  inches  and 
range  300  miles. 

General  Dynamics'  Land  Systems 
division  (formerly  Chrysler  Defense 
Industries,  Inc.),  Teledyne  Continen- 
tal Motors'  General  Products  division 
and  AM  General  Corp.,  a  subsidiary  of 
American  Motors,  won  development 
contracts  in  1981  worth  up  to  $4  mil- 
lion apiece  to  produce  1 1  prototypes 
each — covering  utility,  weapons-car- 
rier and  ambulance  Humvees. 

The  stakes  are  attractive:  The  U.S. 
military's  minimum  order  is  for 
53,000  Humvees  in  the  next  five 
years — each  expected  to  cost  between 
$25,000  and  $30,000.  That  could 
mean  $300  million  a  year  in  assured 
business.  In  addition,  the  military  has 
an  option  to  buy  another  53,000.  Later 
sales,  plus  purchases  by  foreign  gov- 
ernments, could  push  the  program 
over  200,000  vehicles,  with  produc- 
tion lasting  20  years:  a  total  of  $6 
billion  worth  of  business. 

The  Army  has  been  running  field 
tests  on  Humvee  prototypes  in  Ari- 
zona, Maryland  and  Michigan.  Com- 
petitors, though,  have  not  been  al- 
lowed to  watch  the  others'  vehicles  in 
action,  and  they  are  all  keeping  mum 
about  their  own  entries.  The  Army 
awards  the  contract  in  mid-December 
or  January. 

So  it  will  be  farewell  to  the  trusty, 
popular  jeep — introduced  in  1941. 
However,  there  is  no  need  to  mourn, 
not  even  about  the  Humvee's 
$10,000-per-vehicle  higher  price.  For 
the  66%  higher  price  tag  (jeeps  sell  for 
about  $15,000),  the  military  will  get  a 
more  mobile  machine  that  can  carry 
five  times  the  load.  That's  not  infla- 
tion, that's  efficiency.  ■ 
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Jack  Hay  is  typical  of  Northern 
Ireland's  craftsmen:  he  concentrates 
on  thejob,  making  products  and  profits, 
not  news. 

As  an  assembly  foreman  for  Hughes 
Tool  Company  in  Belfast,  Jack  supervises 
35  skilled  machinists  making  cones  for  drill 
bits.  In  off  hours,  he  enjoys  the  province's 
lush  countryside.  Some  28  years  ago, 
Hughes  Tool  Company  was  the  first 
United  States  company  to  establish  a  base 
in  Northern  Ireland,  where  it  has  enjoyed 
an  enviable  record  of  success.  So  much 
so  that  Hughes  recently  announced  a 
further  multimillion  dollar  investment  in 
Northern  Ireland. 

Calvin  Sholtess,  President  of  Hughes 
Tool  Division's  worldwide  operation,  in- 
cluding the  Belfast  operation,  sums  it  up 
this  way:  "Belfast  was  our  first  facility 
outside  the  United  States.  Its  history  of 
quality  products  produced  by  quality  peo- 
ple has  resulted  in  an  outstanding  record 
of  export  achievement.  The  operation  is 
managed  and  manned  with  Northern 
Ireland  people.  Their  success  was  a 
major  reason  for  our  recent  expansion 
into  the  Monkstown  facility." 

If  you  have  any  doubts  about  how 
smoothly  business  continues  to  function 
today  in  Northern  Ireland,  ask  anyone 
who's  been  here  recently.  Better  yet,  come 
see  for  yourself.  For  further  information, 
contact  Ian  Walters  or  George  Forster  at 
the  Industrial  Development  Board  for 
Northern  Ireland,  New  York  office, 
150  E.  58th  Street,  New  York,  NY  10155. 
Or  call  (212)  593-2258. 


Northern 
Ireland  works. 

A  visit  will  convince  you. 


IDB 

Northern 
Ireland 


The  Ghawar.  in  Saudi  Arabia,  is 
the  largest  oilfield  in  the  world 


CAN  Yao  PUT  OP  WITH  A 
LITTLE  EGO  TRIP  F/ZoM  AN 
OLC?  GEOUX5/ST  7 
JNE  PART  OF  OUR.  GtfAWAZ 
FtELP  WAT  M  WORKING  ON 
MAS  ABOUT  TUB  SAME' 
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NAHCO  FkTftyjEOhA  Cd. 


Tulsa,  Oklahoma  74-/9o 


No  54 


^8 


Aramco,  the  largest  oil  producer  in  the  world,  is  currently  involved  in  projects 
worth  billions.  Challenging  positions  are  open  for  experienced  geophysicists, 
geologists,  and  petroleum  engineers.  Call  (713)  750-6965.  Aramco  Services  Company, 
Mail  C  ode  Z4062-2,  P.O.  Box  53607,  Houston,  Texas  77052.  ARAMCO 


INFORMANIA" 


If  s  having  to  decide 
with  absolute,  total  uncertainty. 

You  face  a  clear-cut  decision. 

You  either  increase  production  or  you  don't. 

Which  is  to  say  you  either  succeed  or  you  fail.  Such  decisions  are  your 
life's  work. 

So  when  you've  got  to  sign  on  the  line,  but  there's  not  a  scrap  of  hard 
evidence  to  help  you,  momentary  loss  of  vision  is  entirely  normal. 
That's  "Informania." 

The  solution  is  information.  The  right  information.  In  the  right  form.  For 
the  right  people  in  the  right  place  and  time. 

Burroughs  can  help.  Because  we  know  how  to  manage  information.  We've 
put  95  years  of  thought  and  experience  into  it.  We  offer  a  comprehensive  solution 
to  the  problem  of  "Informania." 

Our  computers  and  office  automation  systems  can  help  you  collect, 
compose,  analyze,  store,  recall,  reformulate  and  distribute  information. 

So  that  you  will  know.  And  act  with  certainty. 

When  "Informania''  strikes,  the  answer  is  Burroughs.  Write  for  our 
brochure:  Burroughs  Corporation,  Dept.  FB-77,  Burroughs  Place,  Detroit, 
Michigan  48232. 


Building  on  strength 


Taxing  Matters 


Yon  think  companies  will  do  anything  to 
lower  their  tax  bill?  Well,  think  again. 


The  tax  shelter 
nobody  wants 


By  Laura  Rohmann 


W'ould  you  believe  every  cor- 
poration in  the  country  is  ig- 
noring a  legitimate  method 
or  sheltering  income  and  boosting 
:armngs?  It's  a  legal  and  guaranteed- 
:o-work  tax  scheme,  promoted  during 
:he  last  few  years  by  two  Ivy  League 
professors,  several  investment  advis- 
ers and  even  Fortune  magazine,  in  an 
irticle  entitled  "How  to  Slash  Your 
Company's  Tax  Bill." 

Here's  how  it  would  work.  In  step 
me  of  the  scheme,  a  company's  pen- 
sion fund  sells  all  its  stocks  and  uses 
:he  proceeds  to  buy  bonds.  Then  the 
:orporation  itself  does  the  reverse,  is- 
suing new  bonds  and  using  the  pro- 
:eeds  to  buy  back  the  same  portfolio 
Df  stock  the  pension  fund  sold. 

Why  bother?  According  to  plan  ar- 
;hitects  Fischer  Black  of  MIT  and  for- 
ner  Harvard  Professor  Irwin  Tepper, 
»fou  buy  the  bonds  for  the  pension 
und  because  that's  where  the  pension 
und  shelter  is  most  effective.  All  the 
ncome  from  bonds  is  taxed  as  m- 
:ome,  whereas  the  appreciation  on 
:ommon  stocks, is  taxed  at  the  lower 
:apital  gains  rate.  The  corporation  is- 
sues new  bonds  and  uses  the  proceeds 
:o  buy  its  pension  fund's  stock  portfo- 
lio or  a  mutual  fund  of  similar  make- 
jp.  Why  issue  bonds  instead  of  new 
:quity?  Its  tax  bill  would  be  lower 
since  interest  payments  are  deduct- 
ible and  dividends  are  not.  Even  at  an 
interest  level  of  15%  you  wind  up 
saving  money  if  your  taxable  dividend 
payout  ratio  is  above  8%  (assuming  a 
corporate  tax  rate  of  46%). 

There's  no  legal  problem.  Bonds  are 
thought  to  make  the  pension  fund 
more  secure,  so  ERISA  presumably 


won't  come  after  you  for  that.  And 
don't  worry  about  the  fund's  bonds 
yielding  less  than  the  old  stock  portfo- 
lio did.  You  have  that  same  portfolio 
contributing  to  the  company  coffers. 
Besides,  the  more  money  you  are  re- 
quired to  contribute  to  the  pension 
fund,  the  more  tax  savings  are  created. 
"You  should  want  to  put  more  money 
into  the  fund  when  the  actuary  asks 
you  to,"  says  Tepper,  who  currently 
owns  a  pension  consulting  firm  and  is 
a  part-time  lecturer  at  MIT. 

So  where  does  the  plan  fall  apart? 
When  it  enters  the  real  world,  says 
Mario  Leo,  vice  president  of  finance  at 
Towers,  Perrin,  Forstcr  &  Crosby. 
What  the  plan  creates  is  a  more  highly 
leveraged,  and  so  more  risky,  com- 
pany because  you  can't  really  look  at 
the  pension  fund  when  evaluating  the 
company.  "I  don't  believe  the  bankers 
arc  going  to  say,  'Well,  you're  not  as 
highly  leveraged  because  we're  going 
to  take  into  account  your  pension 
fund  assets,'  "  says  Leo.  "This  idea 
assumes  a  world  in  which  the  pension 
fund  is  really  an  asset  of  the  employer 
from  the  banker's  standpoint,  and 


that's  not  the  case." 

It's  not  the  case  from  many  corpo- 
rate treasurers'  standpoints,  either. 
Says  Bennett  Shaver,  Goodyear  Tire 
&  Rubber's  assistant  treasurer,  who 
presides  over  $1.4  billion  of  pension 
assets:  "Pension  funds  arc  separate 
entities,  and  you  just  have  to  deal 
with  them  as  separate  entities."  Al- 
though Fortune  estimated  tax  savings 
of  $21  million  a  year  and  stock  appre- 
ciation of  25%  if  Goodyear  were  to 
adopt  the  plan  1 8  months  ago,  Shaver 
says,  "We  don't  have  any  interest  at 
all  in  distorting  the  investment  pat- 
tern of  our  pension  fund." 

Tepper  agrees  it's  hard  to  swallow 
at  first.  But  he  sticks  to  his  point: 
"The  idea  that  you  have  to  get  com- 
fortable with  is  that  a  pension  fund 
portfolio  of  a  company,  for  all  practi- 
cal purposes,  is  really  like  any  other 
corporate  asset,  in  the  sense  that,  as 
that  fund  docs  better  or  worse,  the 
company's  earnings  and  the  share- 
holders are  better  or  worse  off." 

Interesting  point.  Unfortunately, 
the  employees  who  are  counting  on 
the  pension  fund  for  monthly  checks 
after  they  retire  may  not  view  the 
pension  fund  as  just  another  corporate 
asset.  They  may  have  the  notion  that 
the  fund  belongs  to  them.  Their 
unions  may  have  the  same  idea. 

And  although  companies  have  been 
known  to  play  fast  and  loose  with  the 
assets  of  their  pension  funds  in  the 
past,  they  are  clearly  hesitant  to  do  so 
in  any  way  that  would  require  further 
disclosure  in  their  annual  reports,  as 
this  plan  would. 

So,  every  corporation  in  the  country 
is  passing  by  this  supposedly  fool- 
proof opportunity  to  save  tax  dollars. 
"They're  just  not  ready  for  the  pen- 
sion investment  to  be  part  of  overall 
corporate  strategy,"  says  Tepper. 

Score  one  for  the  companies. 

A  retirement 
ploy  retired 

It's  a  classic  problem:  The  founders 
of  a  family  business  decide  it's 
time  to  pass  the  company  on  to  the 
next  generation.  Yet  they  want  to  be 
sure  they  will  be  able  to  pull  a  fair 
amount  of  cash  out  of  the  company  at 
some  point  in  the  future.  To  mini- 
mize the  tax  bite  on  that  cash  they 
employ  the  "preferred  stock  bailout." 
That  is,  they  swap  their  common 
stock  in  the  business  for  preferred 
stock.  By  doing  that  they  freeze  the 
value  of  their  estates,  because  the  val- 
ue of  the  preferred  is  determined  by 
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How  do  you  improve  a  perfect  product? 
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Taxing  Matters 

its  fixed  interest  rate,  not  the  growth 
prospects  of  the  company.  When  they 
want  cash,  they  can  sell  some  of  their 
stock  and  simply  pay  capital  gains 
tax  on  the  proceeds,  not  a  straight 
income  tax,  as  would  be  the  case  if 
they  took  out  that  cash  in  the  form 
of  dividends. 

Now,  with  the  1982  Tax  Act,  that  is 
over.  "With  little  fanfare  or  discussion 
in  either  house,  Congress  has  com- 
pletely changed  the  rules  here,"  says 
Gilbert  Bloom  of  Peat,  Marwick.  "Now 
you  practically  have  to  die  with  the 
preferred  stock  before  you  can  reap  the 
capital  gains  advantage." 

Let's  take  an  example:  John  and 
Mary  Smith,  founders  and  75%  share- 
holders of  the  XYZ  Corp.,  are  neanng 
retirement  age.  They  want  to  leave 
the  company  to  their  son  without 
paying  ruinous  estate  taxes.  So  they 
swap  their  75%  interest  (say  75,000 


"Congress  has  changed  the 
rules.  Now  you  have  to  die 
with  the  preferred  shares 
before  you  can  reap  the 
capital  gains  advantage." 

shares)  in  the  company,  now  run  by 
their  son,  Jack,  who  has  the  remaining 
25%  interest,  for  preferred  shares. 
Jack  now  owns  100%  of  the  company 
and  the  value  of  John  and  Mary's  es- 
tate is  fixed  for  estate  purposes. 

Then  John  and  Mary  wish  to  sell 
some  of  their  shares,  say  10,000  (at 
$10  per  share).  They  pay  a  tax  on  that 
of  $20,000  (capital  gains),  instead  of 
the  $50,000  (income)  they  would  have 
paid  if  they  had  taken  that  money  out 
through  dividends. 

Those  were  the  good  old  days.  Un- 
der the  new  law,  the  preferred  stock 
John  and  Mary  hold  is  now  considered 
tainted.  That  means  if  they  sell  some 
of  their  preferred  it  will  be  taxed  as 
regular  income.  No  more  capital  gains 
advantage  unless  all  the  preferred  is 
sold  at  once.  This  transaction  is  seen 
by  the  IRS  to  be  passing  the  benefits 
to  identical  economic  units.  Transla- 
tion: shifting  money  around  in  a  fam- 
ily to  avoid  taxes. 

Years  ago,  the  old  preferred  stock 
bailout  was  considered  reasonable  by 
Congress.  It  was  seen  as  an  incentive 
for  people  to  work  hard  and  build  up  a 
business.  "It  used  to  be  thought  of  as  a 
mom-and-apple-pie  situation,"  says 
Bloom.  But  when  the  government 
needs  cash,  mom  and  apple  pie  are 
expendable. — Theodore  Lowen 


OF  THE  "FORBES  500"  COMPANIES 
HAVE  OFFICES  IN  CLAYTON,  MISSOURI 

(St.  Louis'  other  business  district) 

Mid-America's  newest  executive  office  center  •  Metropolitan  ad- 
vantages without  city  congestion  •  Competitively  priced  office 
space  •  20  minutes  from  Lambert  International  Airport  •  Ready 
access  to  multiple  industrial  parks  •  Excellent  highway  access 
•  Fine  residential  areas  •  Central  to  metro  St.  Louis'  wealth  of 
educational  and  cultural  activities  •  U.S.  geographic  and  popula- 
tion center  •  Government  center  of  St.  Louis  County 
For  more  information  on  why  Clayton  is  the  location  for  your 
Mid-America  office  write:  James  C.  Laflin,  Clayton  Tomorrow,  Inc., 
City  of  Clayton,  Suite  247,  10  N.  Bemiston  Ave.,  Clayton,  MO  63105 

CLAYTON:  world  headquarters  for  Apex  Oil,  the  Brown 
Croup,  Charter  National  Life  Ins.  Co.,  Chromalloy 
American,  Coin  Acceptors,  Inc.,  General  Dynamics, 


M~Jk      Graybar  Electric,  ITT  Diversified  Credit  and  7-UP. 


Invest  in  the  Bond  Rind  that  earns 

KghYlelds 

TAX-FREE 


Municipal  bond  rates  have  rarely 
compared  so  favorably  with 
taxable  yields,  and  the  T.  Rowe 
Price  Tax-Free  Income  Fund 
puts  these  high  returns  in  easy  reach.  The 
higher  your  tax  brackets,  the  better  our 
yield  looks. 

And,  unlike  investments  in  an  individual, 
long-term  municipal  bond,  you  have  the  addi- 
tional advantage  of  daily  access  to  your  money. 

You  also  enjoy  these  other  important 
advantages. 

•  No  sales  charge. 

•  No  penalty  for  early  withdrawal. 

•  Free  checkwriting  over  $500. 

•  Free  exchange  with  other  T  Rowe 
Price  Funds. 

•  Minimum  investment  of  only  $1,000. 

Remember,  when  interest  rates  are  de- 
clining, longer  term  investments  such  as  our 
Tax-Free  Income  Fund,  enable  you  to  enjoy 
higher,  more  stable  income  than  money  mar- 
ket securities.  And,  even  though  the  Fund's 
share  price  will  vary  and  could  decline,  there 
is  also  an  opportunity  for  gain.  So,  if  you're 
a  high  bracket  investor  seeking  a  high,  rela- 


tively stable  level  of  tax-free  income,  consid- 
er the  T.  Rowe  Price  Tax-Free  Income  Fund. 
CALL  NOW 
TOLL  FREE  1-800-638-5660 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 
Yield  should  be  considered  together  with  changes 
inshare  price  —  both  will  fluctuate  as  market 
conditions  change.  Income  may  be  subject  to  state 
and  local  taxes. 


r 


T  Rowe  Price 

T.  Rowe  Price  Marketing.  Inc.  Dept.  B19 
100  E.  Pratt  St..  Baltimore.  MD  21202 

Please  send  me  a  prospectus  on  your  Tax- 
Free  Income  Fund  with  more  complete  in- 
formation, including  management  fee  and 
other  charges  and  expenses.  I  will  read  it 
carefully  before  I  invest. 

Name  


Address. 
City  


jState. 


Zip_ 
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Tom  Bailey's  hard-won  investment  strategy 
has  put  Janus  Fund  on  top.  The  question 
now:  Cayi  it  stay  there? 


Rocky  Mountain 
high 


By  Carol  E.  Curtis 


T|om  Bailey,  president  and  direc- 
tor of  the  Denver-based  Janus 
Fund,  has  the  kind  of  easygoing, 
personable  manner  you  might  expect 
from  a  ski  instructor  or  camp  counsel- 
or. His  broad,  crinkly-faced  smile  is 
earnestly  reassuring.  As  he  slides  his 
lanky  form  into  an  armchair,  you 
want  to  lean  back,  too. 

This  relaxed  manner  is  deceiving. 
Bailey,  45,  manages  one  of  the  hottest 
mutual  funds  around.  Over  the  past 
12  years  his  $59  million  Janus  Fund 
has  posted  an  average  annual  total 
return  of  18.4%.  It  has  done 
well  in  both  up  and  down  mar- 
kets— and  holds  the  honor  of  be- 
ing the  top-ranked  no-load  fund 
in  Forbes'  annual  mutual  fund 
survey. 

Despite  his  laid-back  appear- 
ance, Bailey — who  makes  all  Ja- 
nus Fund  investment  decisions 
himself — came  by  his  expertise 
the  hard  way.  After  receiving  an 
M.B.A.  from  the  University  of 
Western  Ontario  in  1962,  he  did 
odd  jobs  in  Aspen  to  be  near  the 
ski  slopes.  When  his  money  ran 
out,  he  went  to  work  for 
Boettcher  &  Co.,  a  Denver- 
based  brokerage  firm.  Soon  Bai- 
ley was  off,  unhappily,  to  Man- 
hattan. "When  I  went  to  New 
York  from  Denver,  my  ski 
friends  thought  it  was  Siberia," 
he  explains. 

Confined  to  a  office  high  in 

the  Chase  Ma.  "adding,  Bailey 

itched  for  Weste  indepen- 
dence. So  he  roun  ;  six  friends — 
including  his  mod  each  had 

$25,000   to   spare,  set   up  a 

$  1 50,000  fund.  Boetu  allow 
him  to  make  trades,  so  i  egular- 

ly  excused  himself  to  men's 


room  and  called  his  own  broker  from 
a  pay  phone  downstairs. 

That  was  1968,  and  the  finagling 
paid  off.  Inside  of  a  year,  Bailey  had  a 
nice  profit  to  show  on  the  $150,000. 
"In  that  market,"  Bailey  says,  "al- 
most anything  you  did  was  right.  But  I 
had  no  clue  then  that  this  game  is 
tougher  than  it  looks." 

Bailey  soon  caught  the  eye  of  Joe 
Kelly,  a  Denver-based  money  man- 
ager who  had  his  own  sales  force.  He 
invited  Bailey  to  market  his  stock 
fund  through  Kelly's  management 
company.  The  chance  to  go  west 
again  was  irresistible,  and  Bailey  set 


Tom  Bailey  of  Janus  Fund 
Knowing  when  to  sell. 


up  shop  in  Denver  in  1969  with 
$650,000.  By  the  time  Janus  Fund  was 
operating,  however,  it  was  1970 — and 
Wall  Street  was  on  the  skids. 

Bailey's  partner  soon  went  his  own 
way,  leaving  Janus  Fund  with  little 
but  its  name  and  a  pile  of  bills.  To 
survive  in  those  early  years,  Bailey 
dropped  the  fund's  sales  charge  and 
slashed  overhead,  operating  out  of  a 


The  Funds 


small  room  with  two  telephones  for 
$100  a  month.  He  then  started  to 
build  a  new  client  list. 

Bailey  knew  that  if  he  could  per- 
form for  his  clients  during  those  lean 
years,  he  could  win  loyalty.  So  he 
formulated  a  strategy  that  he  still 
uses:  Bailey  keeps  an  unusually  high 
cash  position — sometimes  40%  in  a 
bull  market  and  80%  when  stocks 
are  falling.  With  his  remaining  as- 
sets, Bailey  goes  for  industries  he 
feels  will  react  favorably  to  the  cur- 
rent political  and  economic  climate. 
Years  ago,  for  example,  he  was  into 
energy  and  technology. 

Now  he  likes  defense  stocks.  When 
the  big  rise  in  military  spending  be- 
came clear  in  1980,  Bailey  loaded  up 
on  companies  like  Lockheed — his  sin- 
gle biggest  equity  holding — as  well  as 
Hazeltine  and  Whitehall. 

Bailey's  other  current  favorites  are 
companies  selling  low-ticket  con- 
sumer items.  He  holds  large  positions 
in,  for  example,  Denny's,  House  of 
Fabrics  and  McDonald's. 

Bailey's  real  success,  however, 
comes  not  from  buying  but  selling. 
"He  is  incredibly  undogmatic,"  says 
Gordon  Yale,  Janus  Fund's  secretary- 
treasurer,  "and  absolutely  shameless 
about  changing  his  mind."  That 
means  as  soon  as  Bailey  senses  weak- 
ness, he's  gone.  Unlike  many 
money  managers  who  stuck 
with  energy  stocks  when  oil 
prices  began  to  collapse,  for  ex- 
ample, Bailey  had  sold  all  of  his 
energy  holdings  by  early  1981. 

He  has  just  done  the  same 
with  his  technology  stocks- 
companies  like  MCI  Communi- 
cations, Telex  and  Xidex.  "At 
the  start  of  a  new  [up]  cycle,  the 
names  you  make  money  with 
are  usually  new  ideas,"  Bailey 
explains. 

This  flexible,  fast-reacting  ap- 
proach has  more  than  accom- 
plished Bailey's  goal  of  building 
a  client  list.  But  the  real  ques- 
tion is  how  long  he  can  keep  up 
the  good  work.  The  history  of 
'  mutual  funds  is  littered  with 
the  bodies  of  hotshot  money 
managers  whose   strategies  turned 
sour.  And  at  the  moment  new  money 
is  pouring  into  Janus.  The  fund  took 
in  $16  million — 27%  of  its  assets — in 
the  six  weeks  since  it  hit  the  Forbes 
mutual  fund  honor  roll  (Forbes,  Aug. 
30).  "How  big  is  too  big?"  asks  Bailey. 
"I  don't  really  know."  If  Janus  keeps 
growing  at  its  current  rate,  he  may 
soon  find  out.  ■ 
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countless  portfolios  are  still  being  managed  by 
strategies  developed  in  the  60's  and  70's. 

If  your  portfolio  has  fallen  victim  to  the 
jncertainties  of  the  changing  world  of  the80's,  we 
lave  a  suggestion:  Investigate  grain  futures  on  the 
vorld's  leading  and  largest  futures  exchange. 

Bull  market,  Bear  market  or  in-between  there's 
ilways  opportunity  in  grain  futures.  Opportunity  for 
;ommercial  users  to  hedge  risk;  opportunities  for 
)rofit-minded  traders  to  realize  gains. 

Let's  take  corn  futures  for  example.  For  a  modest 
iecurity  deposit  (margin),  you  can  purchase  (go  long) 
1 5,000  bushel  corn  futures  contract.  A  10  cent  per 
>ushel  increase  over  the  price  you  paid  means  a  $500 
ncrease  in  the  value  of  your  position.  Of  course,  a 


comparable  loss  would  result  from  a  10  cent  decrease 
in  corn  prices. 

With  that  in  mind,  when  you're  seeking  opportunity 
in  a  bear  market,  you  simply  take  a  short  position  in 
anticipation  of  a  decrease  in  corn  prices. 

The  information  necessary  to  develop  a  corn, 
wheat,  soybean  or  oat  strategy  for  a  portion  of  your 
portfolio  is  readily  available  from  thousands  of 
registered  brokers  and  from  the  many  commodity 
funds  now  available  to  the  public.  It  won't  take  you  long 
to  discover  just  how  useful  the  futures  market  can  be 
for  commercial  traders  seeking  to  transfer  risk.. .and 
for  individuals  willing  and  able  to  accept  risk  in 
pursuit  of  profit. 

For  more  information  send  in  the  coupon  or  call 
800/621-4641.  In  Illinois  800/572-4217. 


CAN  YOU  SURVIVE 
THE  {UK  WITH  A 

PORTFOLIO  DESIGNED 
FOR  THE  704 


Investigate  Corn  Futures. 
Growth  Opportunity  in  the  80's. 


Please  send  your  corn  futures  literature  and  (check  if  desired) 
literature  explaining: 


Soybean  futures 


Wheat  futures 


Oat  futures 


MAIL  TO:  Marketing  Manager-Grain  Futures 
Chicago  Board  of  Trade 
LaSalle  at  Jackson,  Chicago,  Illinois  60604 


Name 
Title 


Company 


Address 


State 


Zip 


§i  Chicago  Board  of  Trade 


Primark  has  been  taking  the  heat  for  high 
natural  gas  prices  in  Detroit,  but  Bob  Stew- 
art would  rather  blame  his  former  boss. 


Who's  at 
fault  here? 


By  Carol  E.  Curtis 


Robert  Stewart,  the  new  chief 
executive  of  Primark  Corp., 
parent  of  Detroit's  only  natu- 
ral gas  utility,  still  has  an  office  down 
the  hall  from  Arthur  Seder  Jr.,  his  old 
boss  at  American  Natural  Resources 
Co.  That's  because,  until  last  year, 
Primark  was  a  unit  of  ANR,  which 
owns  the  nation's  seventh-largest 
pipeline  company — and  Stewart  still 
hasn't  had  time  to  move  out. 

ANR  spun  off  Primark  to  promote 
faster  growth.  Considering  Pnmark's 
problems,  that  was  probably  wise.  But 
what  ANR  may  not  have  bargained 
for  was  the  tough  new  stance  its  for- 
mer subsidiary  now  is  taking — 
against  ANR. 

Stewart,  58,  and  a  Harvard  MB. A., 
has  just  withdrawn  from  the  Ameri- 
can Gas  Association,  the  main  indus- 


try trade  group,  because  he  feels  that 
pipelines  like  ANR's  have  too  much 
influence.  He  is  also  leading  a  vigor- 
ous attack  against  pipeline  pricing 
policies.  "They  are  protected  from  the 
marketplace,"  he  says.  "That's  why 
our  gas  prices  are  so  high  today." 

Since  1975  the  price  that  Pnmark's 
Michigan  Consolidated  subsidiary 
pays  for  its  gas  has  gone  up  375%. 
About  1 70%  of  the  increase  has  come 
since  1978,  when  Congress  passed  the 
Natural  Gas  Policy  Act.  Primark's  gas 
now  sells  for  an  average  of  $4.50  per 
thousand  cubic  feet,  50  cents  more 
than  the  equivalent  price  of  a  barrel  of 
industrial  fuel  oil. 

In  depressed  Detroit,  that  has  be- 
come a  fighting  issue.  To  protest  the 
soaring  costs,  the  Michigan  Citizens 
Lobby  has  put  a  proposition  on  the 
Nov.  2  ballot  that  would  disallow  the 
automatic  passthrough  of  higher  gas 


Robo  t  Stewart,  chief  executive  of  Primark 

Consumer  anger  should  be  directed  at  pipelines,  not  utilities. 


costs  by  the  state's  utilities.  It  is  one 
of  the  first  such  propositions  to  make 
it  to  a  ma|or  referendum,  and  it  is 
ominous  for  Primark.  If  it  passes, 
which  some  see  as  likely,  it  will  be 
much  more  difficult  for  Primark  to 
recover  its  raw  fuel  costs. 

Stewart,  however,  believes  that 
consumers  should  direct  their  anger 
at  the  pipelines.  After  all,  he  points 
out,  they  contracted  for  the  gas  to 
begin  with.  "The  producer  is  going'to 
get  what  he  can,"  Stewart  says.  "It  is 
the  pipeline  that  agreed  to  pay  the 
price." 

Primark's  chairman  blames  high 
gas  prices  on  so-called  "take-or-pay" 
contracts,  which  many  pipelines 
signed  when  gas  supplies  were  tight. 
Under  these  agreements,  the  compa- 
nies must  accept  a  fixed  amount  of 
gas  at  the  maximum  price  allowed  by 
federal  law.  But  with  the  market  glut- 
ted with  gas,  such  inflexible  contracts 
are  a  bonanza  for  producers. "Pipe- 
lines have  more  gas  than  they  can 
handle,  and  still  prices  keep  going 
up,"  Stewart  complains. 

Stewart  wants  Congress  to  modify 
the  "take-or-pay"  provision,  a  posi- 
tion he  is  pushing  as  a  leader  of  a 
Washington  lobbying  group,  United 
Distribution  Cos.  That  would  stop 
Primark  from  having  to  pay  for  gas  it 
can't  sell.  "Pipelines  must  assume  the 
risk  for  their  actions,"  he  says.  "I 
don't  mind  being  the  villain  if  that's 
what  it  takes." 

The  referendum  comes  on  top  of 
another  growing  concern:  bad  debt. 
The  utility  estimates  customers  who 
won't — or  can't — pay  account  for 
2.5%  of  revenues,  up  from  the  indus- 
try average  of  under  2%.  "It  is  partly 
the  nature  of  our  service  area,"  says  a 
spokesman,  pointing  out  that  Detroit 
is  plagued  with  15%  unemployment. 

Despite  all  this,  Stewart's  nine- 
month-old  company  is  actually  show- 
ing income  gains,  thanks  in  part  to  last 
year's  cold  winter.  Primark's  earnings 
should  be  up  27%,  to  $24  million,  on 
revenues  of  $1.8  billion.  As  Ron  Cas- 
sinari,  analyst  at  E.F.  Hutton,  points 
out,  that  will  bring  Primark's  return 
on  equity  up  to  7.4%  from  1 98 1  's 
5.4%..  But  compare  that  with  other 
major  utilities  in  the  state  that  return 
about  11%.  So,  it  will  take  more  than 
another  subzero  winter  to  solve  the 
company's  current  problems.  Ulti- 
mately, the  best  way  to  get  gas  prices 
down  is  to  let  the  free  market  work — 
and  that  isn't  likely  to  happen  until 
1985,  when  the  Natural  Gas  Policy 
Act  expires.  Meanwhile,  at  least,  the 
feuding  among  Primark,  ANR  and 
consumers  will  generate  heat  in  De- 
troit over  the  coming  months.  ■ 
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Jed  Taylor 

your  dragline's  ready" 


Now  the  manager  of  the 
Morrison-Knudsen-operated 
Sarpy  Creek,  Montana,  coal 
mine  can  double  production. 
No  wonder  he's  smiling. 

Jed  Taylor  s  new  dragline  is  one 
of  the  West's  largest,  a  6,000-ton 
Bucyrus-Erie  Model  2570,  and 
assembling  it  was  a  challenge,  to  say 
the  least. 

The  M-K  crew  that  did  it  used 
550-tons  of  crane  capacity;  burned 
up  70-tons  of  welding  rod  and  wire; 
X-rayed,  stress-relieved  and  sonic- 
tested  74  mast  and  boom  joints;  and 
survived  31  weeks  of  snow,  wind  and 
sub-zero  weather. 

It  was  no  picnic,  but  it  more  than 
doubled  the  capacity  of  one  of  the 
most  efficient  mines  in  the  world,  a 
mine  designed,  engineered,  con- 
structed and  operated  by  one  of  the 
most  experienced  and  capable  out- 
fits in  the  world,  Morrison-Knudsen. 

When  it  comes  to  mining,  M-K  can 
do  it  all  — feasibility  studies,  permits, 
EIS's,  mine  plans,  design,  engineer- 
ing, construction,  training  and  oper- 


ating, and  that's  about  what  M-K  did 
at  Sarpy  Creek. 

M-K  people  not  only  designed  and 
built  the  mine;  they  also  designed 
and  built  the  mine's  water  tankers, 
coal  haulers  and  37-mile  spur  line. 
They  implemented  an  extensive 
reclamation  program  that  uses  17 
different  grasses,  bushes  and  trees. 
And  they  provided  opportunities  for 
the  Crow  Indians  who  make  up  more 
than  half  the  mine's  work  force,  and 
whose  tribe  has  leased  the  tract's 
mineral  rights. 

The  result?  In  five  years,  the  mine 
has  yet  to  miss  a  shipment,  and  it's 
never  been  weathered  out.  When  a 
"Hundred  Year  Storm'  closed  every 


other  Montana  mine  in  1978,  Sarpy 
Creek  didn't  miss  a  beat. 

"We  got  damn  wet,  though','  recalls 
Taylor,  a  third  generation  coal  miner 
from  Kentucky  who  knows  about  all 
there  is  to  know  about  running  a 
strip  mine. 

Taylor's  experience  and  M-K's 
technology  make  Sarpy  Creek  hum 
You  can  feel  the  rhythm.  Everything 
moves  in  synch  all  the  time,  precisely 
according  to  a  long-range  plan. 
That's  why  quotas  are  always  met. 

"A  genius  engineered  this  mine'.' 
says  Taylor.  "Of  course'.'  he  adds  with 
a  wink,  "it  also  takes  a  genius  to 
manage  it'.' 

If  you've  any  sort  of  a  project 
on  your  drawing  board,  our  .. 
"geniuses"  can  probably  con-  u  - 
tribute  to  its  productivity  Let's 
talk  about  it.  Call  our  CEO,  Bill 
McMurren,  at  (208)  386-6700, 
and  he'll  get  the  right  M-K  peo- 
ple to  your  office  PDQ. 

They'll  tell  you  what  M-K  can 
do  for  you,  and  they'll  take  no  j 
more  than  one  half  hour 


MORRISON-KNUDSEN  COMPANY,  INC. 

Boise,  Idaho  83729 


Engineers.  Builders  Developers.  Managers.  Equal  Opportunity  Employers. 


John  Tishman,  the  builders  builder,  is  tired 
of  simply  earning  fees.  Now  he  also  wants 
a  piece  of  the  action. 


Family 
velopments 


By  Howard  Rudnitsky 


Joint  Tishman  of  Tishman  Realty  &  Construction  Co. 
A  building  for  you,  a  shelter  for  him. 


Iook  up  when  you  are  around  any 
_  big  commercial  construction 
I  job  and  you  are  likely  to  see  the 
name  Tishman.  Over  the  years,  Tish- 
man Realty  &  Construction  Co.,  Inc. 
has  managed  such  massive  projects  as 
New  York's  World  Trade  Center,  De- 
troit's Renaissance  Center,  the  John 
Hancock  Building  in  Chicago  and 
Newark  International  Airport.  And 
last  month  Tishman  finished  the  first 
phase  of  Walt  Disney's  $800  million 
Epcot  Center  in  Orlando. 

Having  your  name  on  the  I-beam, 
however,  is  a  far  cry  from  owning  a 
property.  Tishman  Realty  gets  a  mod- 
est 2'/2%  to  4%  of  total  cost  as  con- 
struction manager.  As  a  "builder's 
builder"  the  firm  bears  no  investment 
risk — although  it  may  sully  its  top- 
drawer  reputation  if  it  does  a  poor 
project-management  job. 

Until  the  early  Seventies,  however, 
things  were  different  at  Tishman.  The 
company  was  more  than  just  a  con- 
struction manager  at  projects  such  as 
666  Fifth  Avenue  in  New  York,  Gate- 
way Center  in  Chicago  and  525  Mar- 
ket Street  in  San  Francisco.  Tishman 
was  also  the  developer — and  often  the 
Tishman  name  stayed  on  the  build- 
ings after  the  scaffolding  came  down. 

In  those  days  Tishman  was  publicly 
owned  with  3,000  shareholders — in- 
cluding several  Tishmans.  But  Tish- 
man ran  afoul  of  the  overbuilt  New 
York  market  in  the  mid-Seventies 
with  a  well-known  white  elephant  at 
1166  Avenue  of  the  Americas.  That 
building  produced  $30  million  in 
losses  and  highlighted  two  crucial  ac- 
counting problems  for  the  company: 
As  a  public  corporation,  Tisbman 
couldn't  use  tax  shelters  available  to 
private  developers.  Even  worse,  Se- 
curities &  Exchange  Commission  ac- 
counting rules  required  the  company 
to  report  a  negative  net  worth. 

"That  meant  we  couldn't  even  pay 
a  dividend,"  explains  CEO  John  Tish- 
man, 56,  the  most  technically  orient- 
ed of  the  Tishman  clan.  "It  was  terri- 
ble for  our  stock  price,  which  fell  to 
11.  Yet  cash  flow  was  $14  million  a 
year.  If  you  capitalized  that,  we  were 
worth  $120  million  by  real  estate 
valuation  standards — about  $30  a 
share." 

Looking  at  those  numbers,  Tish- 
man's  directors — a  number  of  whom 
were  family  members — voted  to  liqui- 
date the  company  and  its  24  proper- 
ties. That  brought  in  about  $30  a 
share,  and  the  Tishman  clan  split  into 
three  camps.  Though  competitive  and 
occasionally  quarrelsome,  all  the  fac- 
tions kept  their  offices  in  Manhat- 
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An  inteijjgently  structured 
correspondent  network 
eliminates  friction 
in  all  the  right  spots. 


The  smoothness  with 
which  international 
business  is  transacted  de- 
pends not  only  on  having  the  right 
correspondent  banking 
connections  in  the  right 
countries.  It's  also  a  matter 
of  access  -  the  speed 
at  which  your  instructions 
can  be  transmitted,  your 
plans  implemented.  With 
a  minimum  of  time  and 
effort  on  your  part. 

To  facilitate  this 
process,  Bank  of  Montreal 
has  organized  top-flight 
management  teams  to 
work  with  our  correspon- 
dent banks  in  each  or  the  key 
regions  of  the  world.  This 
worldwide  network  ensures 
that  the  facilities  of  these  care- 
fully chosen  correspondent  banks 
are  linked  together  in  the  most 
efficient  way  to  serve  your  banking 
interests,  whatever  they  may  be, 


virtually  anywhere  in  the  world. 

Of  course,  our  cor- 
respondent banking  connections 
are  complemented  by 


Bank  of  Montreal's 
own  international 
network  of  branches, 
subsidiaries  and 
affiliates  located  in  key 
countries  around  the  world. 
So  when  you  want  to 
do  business  abroad,  come  to 
Bank  of  Montreal.  You'll  find  it 
easier  to  get  up  to  speed  when  you 
have  an  expert  who  knows 
how  to  eliminate  friction  for  you. 

Contact  your 
Bank  of  Montreal  Account 
Manager,  or  Correspondent  Banking 
Division  Officers. 

In  Canada  - 

Toronto  (416)  867-6449 

In  the  U.S.  - 

New  York  (212)  758-6300 

In  Europe  - 

London  (01)  377-1000 

In  the  Far  East  - 

Singapore  (65)  220-7266 


THeEduq 

Fortune  5( 

INSURANC] 


)ING\PTIVE 
PROGRAMS. 


jst  about  every  Fortune  500  company  at  one  time  or  another  has  discussed  its  captive 

:e  program  with  AIG.  After  all,  AIG  has  a  lot  to  say.  We  have  a  long  history  of  deep  involvement 

Dtive  clients.  We  started  long  before  a  lot  of  other  insurance  companies  entered  the  field, 

1  American  International  Company's  Havana  office  managed  the  insurance  subsidiary  of  a  major 

3any  over  35  years  ago. 

7e  have  domestic  and  international  facilities  which  match  up  with  those  of  the  Fortune  500 
unrivalled  by  other  insurers.  In  fact,  we  have  more  people  in  more  offices  in  more  countries 
the  world  than  any  other  American  insurer.  That  means  local  coordination  and  service  in 
ut  any  country  in  the  world. 

7e  have  complete  control  of  our  unified  operations  in  over  130  countries.  And  there's  a  fully- 
:aptive  management  operation  in  Bermuda  that's  one  of  the  largest  employers  on  the  island. 
IG  companies  offer  a  service  other  insurance  companies  wouldn't  dare  offer:  We  can  arrange 
apt  remittance  of  locally-collected  premiums  due  a  captive.  AIG  can  guarantee  captives  that 
.1  be  remitted  from  most  places  in  the  world  within  25  days  (except  where  government 
ons  apply).  Other  insurers  often  take  months. 

IG  routinely  deals  with  regulatory  insurance  bodies  the  world  over.  So  it's  easy  for  us  to  keep  a 
i  the  right  track  when  it  comes  to  regulatory  compliance. 

IG  Risk  Management,  Inc.,  an  AIG  subsidiary  specializing  in  captive  services,  devises  and 
mts  programs  to  meet  specific  client  captive  needs.  AIG  Risk  Management  has  complete  facilities 
irwriting,  accounting,  engineering,  and  claims  handling,  and  can  call  upon  any  AIG  facility  to 
mt  any  captive  service  necessary,  anywhere  in  the  world. 

lso,  AIG  Risk  Management  can  show  how  to  involve  captive  clients  in  third-party  business  as 
rs,  whether  the  needs  are  for  diversification  or  income. 

o  wonder  the  industrial  giants  of  the  world  have  come  to  the  AIG  Companies  for  help. 
Whether  you're  a  corporate  captive  or  an  association  looking  into  forming  a  captive,  contact 
partment  A,  70  Pine  Street,  New  York,  NY  10270.  Or  call  your  broker. 
Whatever  your  needs,  when  you  talk  with  AIG,  you'll  find  it  an  enlightening  experience. 


MPANIES:  Aiwmuti  International  Underwriters.  American  H<rme  Assurance  Co  ,  Commerce  and  Industry  Insurance  Co  ,  National  Union  Fire  Insurance  Company  of  Pittsburgh,  Pa  . 
Intemawmcd  Life  Assurance  Co. ,  Nirrth  American  Managers,  New  Hampshire  Insurance  Co.  and  m>er  230  other  companies  operating  around  the  world  to  meet  your  insurance  needs. 
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tan's  666  Fifth  Avenue. 

John's  older  brother  Alan,  64,  knew 
how  to  manage  office  buildings,  so  he 
continued  to  operate  a  management 
and  leasing  business.  In  addition,  he 
develops  new  office  buildings — in- 
cluding Gateway  IV,  a  1  milhon- 
squarc-foot  Chicago  property,  where 
his  partner  is  Equitable  Life. 

Guess  who  is  constructing  Gate- 
way IV?  John  Tishman.  Moreover, 
cousin  Robert,  52,  formed  a  real  estate 
development  company  with  his  son- 
in-law,  called  Iishman-Speyer.  He  is 
currently  developing  the  1  million- 
square-foot  Continental  Illinois  Plaza 
in  Manhattan.  Once  again,  fohn  is 
doing  the  construction. 

While  brother  Alan  and  cousin  Rob- 
ert were  building  equity  and  utilizing 
tax  shelters,  John  sold  the  Tishman's 
construction  and  research  operations 
to  Rockefeller  Center  Inc.  for  $7.5 


million  in  1976.  He  ran  the  business, 
earning  fat  fees  for  RCI,  with  pretax 
margins  that  hit  30%. 

Nice  margins  in  anybody's  book. 
But  Tishman  figured  he  could  gener- 
ate a  lot  more  volume,  and  he  also 
wanted  the  company  to  own  proper- 
ties as  well  as  merely  build.  He  had 
asked  Rockefeller  for  permission,  but 
his  new  owners  politely  said  no.  Oth- 
er members  of  the  Tishman  clan  ob- 
jected, too,  claiming  they  had  a  formal 
"no  compete"  agreement  with  John 
that  doesn't  expire  until  1983. 

But  John  Tishman  wasn't  deterred. 
He  and  his  associates  bought  back 
Tishman  Realty  &  Construction  from 
RCI  early  in  1980  for  $6.5  million. 

Now,  Tishman  has  three  times  as 
much  business  (some  $700  million  in 
annual  revenues),  using  the  firm's 
strong  engineering  skills.  However, 
he  is  now  starting  to  build  for  his  own 


account  with  an  $80  million  plan  for  a 
Hilton  hotel  at  the  Epcot  Center  in 
Florida.  What  took  John  so  long?  Part 
of  it  was  the  agreement  with  his  fam- 
ily. Tishman  also  discovered  he 
lacked  a  team  to  develop  financing, 
and  that  accumulating  large  parcels  of 
land — as  he  is  for  a  fine  arts  complex 
in  Dallas — takes  time  and  money. 
Tishman  is  only  now  beginning  what 
he  hopes  will  be  a  $500  million 
mixed-use  project  in  Dallas. 

To  be  project  manager  and  develop- 
er, Tishman  must  walk  a  thin  line.  He 
insists  he  won't  compete  with  clients 
in  metro  markets  like  New  York,  Chi- 
cago and  Los  Angeles.  After  all,  he 
explains,  his  projects  are  only  a  side- 
line— just  looking  for  a  tax  shelter. 

But  when  you  invest  in  real  estate, 
it's  always  a  big  gamble.  You  may  buy 
tax  benefits,  but  you  also  can  buy 
some  even  bigger  headaches.  ■ 


Frank  Carney?  made  a  fortune  building  the 
world's  biggest  pizza  chain.  He's  doing  it 
again  with  Mexican  food.  What  next? 

Pizza  to  tacos 
to  pasta 


By  John  A.  Byrne 

BEFORE  HEAPING  HOT  SAUCE  Over 
his  taco  salad,  Frank  Carney 
plows  a  tortilla  chip  deep  into 
some  gooey  chili  con  queso  at  the 
local  Chi-Chi's  franchise  in  Wichita. 
The  boyish-looking  44-year-old,  who, 
for  better  or  for  worse,  introduced  spe- 
cialty pizza  to  the  Midwest  in  the 
1960s  and  1970s,  is  on  his  favorite 
topic:  fast  food. 

"Today  most  of  the  money  in  food 
service  is  going  to  be  made  from  the 
post-World  War  II  babies  in  the  22-to- 
40-year  age  group,"  he  says,  munch- 
ing away.  "When  those  people  were 
14-to-20  years,  they  ate  at  McDon- 
ald's and  Burger  King.  Now  they  want 
a  drink  with  their  meal,  want  service, 
a  nice  atmosphere,  moderate  prices 
and  usually  ethnic  food.  They  are 
tired  of  meat  and  potatoes." 


On  the  other  hand,  the  current 
craze  for  mixing  pizza,  his  past  forte, 
with  Pac-Man  and  puppets  is  just  a 
passing  fad,  he  says.  He  gives  it  five  to 
seven  years.  "I  wouldn't  want  to  have 
any  land  and  buildings  with  my  name 
on  them  in  that  business.  They're  go- 
ing to  get  tremendous  competition  in 
games  because  anybody  can  do  it.  And 
the  food  is  only  an  also-ran." 

Carney  can  speak  with  authority.  In 
1958,  as  a  University  of  Wichita  fresh- 
man working  his  way  through  school, 
he  founded  Pizza  Hut  with  his  older 
brother,  Dan.  The  Carneys  opened  the 
business  in  a  tiny  brick  building  off 
Highway  54  in  Wichita.  It  was  oppo- 
site the  family's  grocery  store,  where 
Frank  had  been  making  $16  a  week. 
By  1977,  nearly  20  years  later,  it  had 
become  the  world's  largest  pizza 
chain,  with  some  3,100  outlets.  It  was 
then  that  Carney  sold  it  to  PepsiCo, 


Inc.  for  $300  million  in  a  stock  swap. 
When  Carney  joined  Pepsi's  board  lat- 
er that  year,  he  personally  had  close  to 
$16  million  of  Pepsi  stock. 

He  remembers  the  early  mistakes. 
An  effort  to  expand  in  Oklahoma  City 
in  1960  failed  because  the  chain  didn't 
have  a  standard  decor  or  style,  and  he 
had  put  the  restaurants  in  "old,  crud- 
dy  buildings."  When  he  moved  his 
pizza  east  to  New  York  in  the  late 
1960s,  it  was  a  disaster.  Easterners 
didn't  like  his  thin,  crispy  pizza.  They 
preferred  a  pizza  they  could  fold.  He 
learned  the  hard  way  that  Pizza  Hut 
would  have  to  cater  to  regional  tastes. 

A  major  crisis  occurred  in  1969 
after  Carney  went  public.  In  order  to 
gain  a  larger  operating  base,  he  bought 
out  40%  of  Pizza  Hut's  franchisees  in 
a  reorganization  that  increased  com- 
pany-owned stores  from  just  a  dozen 
to  129,  with  50  more  under  construc- 
tion. Sales  and  profits  began  to  drop  as 
managers  with  no  stake  in  the  busi- 
ness replaced  the  former  owners. 
Then,  somewhat  belatedly,  he  in- 
stalled a  financial  control  system  to 
check  overhead,  sales  and  earnings  on 
a  weekly  basis  for  each  store.  "All  of  a 
sudden,  they  knew  somebody  was 
watching,"  says  Carney.  "Six  weeks 
later,  our  controllable  costs  dropped 
eight  points  and  our  profit  was  back." 

Flush  with  success,  Carney  persuad- 
ed PepsiCo  to  acquire  $104  million 
(sales)  Taco  Bell,  the  nation's  largest 
Mexican  fast-food  chain,  in  1978,  only 
a  year  after  the  Pizza  Hut  acquisition. 
While  Carney  was  preoccupied  with 
Taco  Bell,  however,  a  new  crop  of 
regional  pizza  houses  started  eating 
away  at  Pizza  Hut's  market  share. 
Carney    tried    adding  sandwiches. 
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low  you  can  shrink  a  $600  car  repair  down  to  $25 

Everywhere  you  look  these  days,  it's  charges,  except  a  small  $25  deductible 
$600  for  a  transmission  inh  hprp  $400      each  time  von  hrine  vour  car  in.  No 


Everywhere  you  look  these  days,  it's 
$600  for  a  transmission  job  here,  $400 
for  engine  repairs  there. 

It's  gotten  to  the  point  where  even 
the  remote  possibility  of  major  repairs 
is  enough  to  worry  anyone. 
Until  now. 

Because  now  you  can  cut  those 
worries  down  to  a  more  manageable 
$25.  And  keep  them  that  way  for  up  to 
five  full  years. 

Introducing  the  Ford  Extended 
Service  Plan — for  purchasers  of  Ford 
or  Lincoln-Mercury  cars  or  light  trucks. 

Here's  how  it  protects  you. 

The  Extended  Service  Plan  covers 
thousands  of  parts,  including  major 
repairs.  And  promises  no  parts  or  labor 


charges,  except  a  small  $25  deductible 
each  time  you  bring  your  car  in.  No 
matter  how  many  different  covered 
parts  need  to  be  fixed. 

Which  means  you  can  go  to  any  one 
of  6,300  Ford  or  Lincoln- Mercury 
Dealers  across  the  U.S.  and  Canada, 
and  the  most  you'll  pay  is  $25  for  any 
covered  repairs. 

Plus  there's  much  more.  With  plans 
ranging  up  to  5  years/60,000  miles  of 
maximum  protection.  See  your  Dealer 
for  all  the  details  on  how  to  shrink  car 
repair  worries  down  to  size. 

Ask  for  the  Extended  Service  Plan  by 
name.  It's  the  only  one  backed  by  the 
Ford  Motor  Company. 
Get  it  together — buckle  up. 


Ford  Extended  Service  Plan 


THE  LHVE 


They  didn't  make  it  past  the  testing 
stage.  Then  he  tried  adding  taeo  pizza.  I 
That  enjoyed  only  a  short-lived  suc- 
eess  and  was  shelved.  Then,  two  years 
later,  he  finally  managed  to  turn  Pizza 
Hut  around  with  the  introduetion  of  j 
thick,  Chicago-style  pan  pizza,  which 
now  accounts  for  55%  of  Pizza  Hut's 
sales.  Despite  the  turnaround,  Pepsi 
management  hrought  in  Donald 
Smith  from  Burger  King  to  head  the 
food  division,  and  Carney  resigned. 

"I  needed  to  cut  the  cord,"  says 
Carney.  "The  hardest  part  was  telling 
the  employees.  They  were  shocked.  I 
had  a  lot  of  heart  out  there,  a  lot  of  my 
soul."  So  Carney  gave  up  his 
$150,000-a-year  job  at  PepsiCo  in 
1980,  after  generating  $1  billion  in 
sales  for  its  food  service  division.  "I 
knew  that  I  could  make  more  money 
outside  than  inside,  anyway,"  he  says. 
"If  I  stayed,  I  would  have  been  making 
$250,000  to  $300,000  a  year  at  Pepsi. 


"I  could  have  cashed  in  my 
chips,  put  them  in  a  money 
market  fund  and  just  sat 
back.  But  when  you  stop 
growing  you  start  dying." 


But  that's  peanuts  compared  to  what 
you  can  do  as  an  entrepreneur  in  the 
food  service  business."  Not  that  Car- 
ney was  about  to  go  on  welfare.  His 
Pepsi  stock  alone  was  still  worth 
about  $15  million.  "I  could  have 
cashed  in  my  chips,  put  them  in  a 
money  market  fund  and  never  lifted  a 
finger,"  says  Carney,  "but  I  would 
probably  die  inside,  because  when 
you  stop  growing  as  an  individual  you 
start  dying." 

So  he  applied  for  a  franchise  with 
Chi-Chi's,  Inc.,  a  Louisville,  Ky.- 
based  chain  of  full-service,  family  res- 
taurants that  serve  Sonoran-style 
Mexican  food  with  Margaritas  and 
Mexican  beers.  Chi-Chi's  manage- 
ment was  astounded  that  he  was  in- 
terested. The  three:year-old  company 
didn't  want  to  have  to  worry  about 
some  hotshot  from  the  pizza  business 
eventually  trying  to  take  them  over. 

But  Carney  was  convincing.  "I  said 
to  them  that  the  people  who  made  the 
most  money  from  Pizza  Hut  were  the 
franchisees  who  sold  their  stores  to 
us,  left  and  got  more  territory,  built 
up  another  group  of  stores,  sold  them 
again  and  got  still  more  territory  to  do 
it  again,"  says  Carney.  "I  said  I  want 
to  be  one  of  those  guys.  And  I  told 
them  that  if,  in  the  process,  you  want 
to  acquire  whatever  it  is  I'm  doing, 
it's  for  sale  anytime." 

Along  with  several  other  investors, 
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BECAUSE  OF 
MEN  LIKE  EDGAR  ALLAN  POE. 


"ANOTHER  OF  THESE  MAGI  CONSTRUCTED.. .A 
CREATURE  THAT  PUT  TO  SHAME  EVEN  THE  GENIUS 
OF  HIM  WHO  MADE  IT;  FOR  SO  GREAT  WERE  ITS 
REASONING  POWERS  THAT,  IN  A  SECOND,  IT 
PERFORMED  CALCULATIONS  OF  SO  VAST  AN 
EXTENT  THAT  THEY  WOULD  HAVE  REQUIRED  THE 
LABOR  OF  FIFTY  THOUSAND  FLESHLY  MEN  FOR 
A  YEAR " 

-THE  THOUSAND-AND-SECOND  TALE 
OF  SCHEHERAZADE,  1845 

OMNI  Magazine  recognizes  that  science  is  not  just 
the  province  of  scientists,  but  of  all  thinking  men  and 
women.  That's  why  a  man  like  Edgar  Allan  Poe,  who 
was  not  a  scientist  but  the  father  of  the  modern 


detective  and  horror  story,  could  conceive  of  the 
sophisticated  computers  that  today  perform 
complex  calculations  beyond  the  power  of  the 
technicians  who  create  them.  Poe  was  a  man  of 
vision  and  imagination.  In  his  day,  they  called  the 
idea  of  a  mechanical  genius  wild  speculation, 
fiction.  Today,  we  would  call  it  prophetic. 

Which  is  why  OMNI  feels  that  science  fiction  is  as 
much  a  part  of  science  as  are  laboratories  and 
textbooks . . .  and  why  every  month,  more  than  5.4 
million  OMNI  readers  (MR1 1982)  have  come  to  see 
the  full  scope  of  today's  science-and  tomorrow's. 
Join  us  on  the  New  Frontier.  OMNI  Magazine.  It  will 
change  the  face  of  science  journalism  forever. 
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Super  80  soars  to  new  heights 
when  compared  with  the  737 
in  new  passenger  survey. 


Knowledgeable  flyers  choose  Super  80 
twin-jet  eight-to-one  over  competition. 

The  McDonnell  Douglas  Super  80  abso- 
lutely flew  away  from  the  two-engine  737  when 
passengers  on  the  two  planes  were  asked  to 
pick  a  favorite. 

In  responses  from  more  than  1,800 
passengers,  the  Super  80  was  rated  "very 
appealing"  more  than  twice  as  often  as  the 
737.  Knowledgeable  flyers  expressing 
preference—passengers  who  know  what 
makes  their  trips  more  pleasant— picked 
the  Super  80  over  the  737  nearly  eight 
times  out  oi  m-w. 

The  survey  was  conducted  on  board 
737s  and  Super  80s  flown  by  the  same  airline, 
comparing  the  same  routes,  the  same  days  of 


the  week,  the  same  fares  and  even  the  same 
interior  color  scheme. The  new  Super  80  was 
a  decisive  choice— a  winner  on  every  point 
of  passenger  comparison.  It  was  chosen  for 
cabin  quiet;  quality  of  ride;  leg,  arm  and 
shoulder  room;  carry-on  luggage  facilities; 
and  seat-to-aisle  access. 

The  Super  80  was  a  three-to-one  choice 
of  passengers  surveyed  in  an  earlier  compar 
son  with  727  tri-jets. 

For  more  details  of  these  surveys,  write: 
Travel  Industry  Affairs,  McDonnell  Douglas, 
3855  Lakewood  Blvd.,  Long  Beach,  CA  90841 
And  for  greater  comfort  when  you  fly— wider 
seats  and  aisle  and  an  exceptionally  quiet 
ride— choose  the  Super  80. The  one  most 
passengers  prefer. 
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Survey  data  collected  and  processed 
by  independent  researchers. 


Carney  got  the  mid-Atlantic  franchise 
from  Chi-Chi's  in  1980.  All  told,  it 
costs  about  $1.7  million  to  open  a 
single  Chi-Chi's  restaurant.  That's 
about  what  it  costs  to  open  seven  Piz- 
za Huts.  But  the  standard  2,500- 
square-foot  Pizza  Hut  racks  up  sales 
of  only  $300,000  a  year,  compared 
with  the  average  $3  million  for  each 
10,000-square-foot  Carney-owned 
Chi-Chi's — nearly  10  times  the  profit 
for  only  7  times  the  cost. 

Even  Pizza  Time  Theatre,  Inc.,  the 
pioneer  in  the  pizza  and  puppets 
game,  can't  match  that  performance. 
It  costs  roughly  $  1 .6  million  to  open  a 
Pizza  Time  outlet  with  entertaining 
robots  and  video  games.  Yet  the  units 
average  only  about  $1.2  million  in 
revenues  a  year.  That's  less  than  half 
the  Chi-Chi's  $2.5  million  average 
and  nearly  a  third  of  the  $3  million 
that  Carney  units  take  in. 

In  just  two  years,  Carney's  fran- 
chise has  gone  from  nothing  to  $26 
million  in  sales,  with  eight  restau- 
rants and  three  more  under  construc- 
tion. You  guessed  it.  Chi-Chi's  is 
buying  Carney  and  his  partners  out. 
The  deal  will  provide  Carney  with 
396,000  Chi-Chi's  shares,  worth 
about  $7.8  million,  plus  a  spot  on  the 
company's  board.  Carney's  cash  in- 


vestment? A  mere  $650,000  in  1980. 

"It  looks  real  easy,"  says  Carney, 
"but  there  was  a  lot  of  risk.  I  had  my 
name  on  $10  million  in  notes.  So  it 
was  just  a  proper  reward  for  the  risk." 

Not  all  of  his  investments  have 
turned  out  so  well.  In  1980  he  bought 
into  a  Volvo  and  Datsun  dealership  in 
Kansas  City.  They  haven't  turned  a 
profit  for  two  years. 

The  jury  is  still  out  on  some  of  his 
other  investments:  a  14%  stake  in 
Classic  Corp.  of  Maryland,  a  $12  mil- 
lion (sales)  waterbed  company;  a  14% 
stake  in  Scandia  Down  Corp.,  a  chain 
of  retail  shops  selling  high-priced 
comforters;  a  45%  stake  in  Carbo  Co., 
which  leases  TVs  and  stereos  through 
six  stores  in  the  Southeast.  He's  on 
the  board  of  each  of  these  companies. 

Carney  is  also  a  professional  sports 
car  racer  on  the  national  circuit.  His 
2.5  liter  Datsun  280ZX  makes  it  to 
about  1 5  rallies  a  year.  Last  year  he  was 
ranked  sixth  in  the  International  Mo- 
tor Sports  Association.  He  has  totaled 
his  Datsun  on  eight  separate  occasions 
and  walked  away  unscathed  each 
time.  "I  spent  my  first  seven  years 
cracking  up,"  he  laughs.  "I'll  never  be  a 
great  driver,  but  I'll  have  a  hell  of  a  lot 
of  fun  because  the  thrill  is  in  the  com- 
petition." But  Carney's  heart  is  in  the 


food  business.  He  hopes  to.  buy  into 
another  Chi-Chi's  franchise,  build  it 
up  and  sell  it  back.  He's  also  backing  a 
new  concept  that  fits  into  his  ethnic- 
food-for-famihes  theory  called  Pastifi- 
cio  (the  Italian  word  for  pasta  factory), 
which  will  specialize  in  Northern  Ital- 
ian cuisine.  The  gimmick:  Each  outlet 
will  make  its  own  pasta  within  view  of 
the  customers.  The  first  test  unit  will 
open  in  Kansas  City  in  November. 
Carney  figures  it  will  cost  $450,000  to 
open  and  gross  about  $650,000  a  year 
in  revenues. 

What  next?  "As  the  population  con- 
tinues to  age  over  the  next  15  years," 
says  Carney,  "quality  cafeterias 
should  make  a  comeback.  Where  else 
can  you  go  for  reasonably  mild  food  at 
competitive  prices?" 

But  don't  think  that  Carney  has  giv- 
en up  on  Pizza  Hut  pizza.  He  took  his 
wife  and  family  there  for  dinner  just 
the  other  week.  "That's  one  thing  I 
learned  at  Pepsi,"  he  says.  "They  real- 
ly believe  that  if  this  is  what  you  do, 
then  that  better  be  what  you  are.  I 
drink  Pepsi.  I  eat  Fritos.  I  am  so  loyal  I 
buy  Wilson  Sporting  equipment.  Any- 
body who  brings  a  Coke  into  our 
house  is  persona  non  grata."  No  won- 
der Carney  spends  lots  of  time  in  the 
local  Chi-Chi's  franchise.  ■ 


Brctnk  Camey,  cofounder  of  Pizza  I  hit 

"I'll  never  be  a  great  driver,  but  I'll  have  a  lot  of  fun  because  the  thrill  is  in  the  competition. 
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Forbes 
focus  on 
Barbados 

Building  on  a  Strong  Base 

Rising  above  a  troubled  Caribbean  Sea,  Barbados  has 
created  a  strong  base  on  which  to  build  its  future. 
The  phones  work,  the  roads  work,  the  people  work. 
The  island  nation  has  its  act  together.  .  .and  it  may 
be  the  class  act  of  the  Caribbean. 


Dominican  Republic 


Jamaica 


When  Air  Force  One  touched  down  on  the  runway 
at  Grantley  Adams  International  Airport  April  8, 1982 
bringing  President  Ronald  Reagan,  his  wife  Nancy  and 
some  300  staff,  security  and  press  to  Barbados  for  a 
"working  vacation,"  it  put  into  an  airport  whose 
crowd-filled,  glass  and  stone  terminals  belie  their  calm 
Caribbean  setting.  The  IL-mile  drive  from  airport  to 
capital  took  some  of  the  group  over  a  smooth  asphalt 
highway  that  cuts  through  cane  fields  past  hotels  and 
guest  houses.  In  minutes  they  plunged  into  mid- 
Bridgetown — port,  commercial  center  and  base  for 
banks,  insurance  companies,  embassies  and  other 
agencies  that  serve  the  Eastern  Caribbean. 

It's  not  by  chance  that  Barbados  projects  an  air 
of  business  and  a  reputation  for  reliability  throughout 
the  Caribbean.  Prime  Minister  Tom  Adams  and  his 
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arbados  Labour  Party,  just  as  the  opposition  party 
jfore,  have  created  a  strong  base  on  which  this 
16-square-mile  country  of  250,500  people  can  build  a 
cure  future.  Barbados's  traditions  of  political  stability, 
?mocratic  government  and  private  enterprise  help. 


".  .  .Democratic  systems  and  democratic  principles 
e  established  so  clearly  in  this  country  that  continuity 
f  government  policies)  is  not  really  in  doubt.  '' 

Branford  Taitt,  an  Opposition  political  leader 

Settled  by  Britain  in  1627,  Barbados  remained 
"itish  until  its  independence  in  1966.  Its  Parliament, 
\e  of  the  three  oldest  of  Western  democracies,  was 
■st  elected  in  1639.  From  an  agricultural  economy, 
ised  mainly  on  sugar,  and  the  occasional  tourist, 
irbados  has  diversified  the  sources  of  its  income  since 
e  1950's  to  tourism,  light  manufacturing  and,  more 
cently,  to  financial  and  business  services.  Today  sugar 
:counts  for  only  4%  of  the  gross  domestic  product 
hile  manufacturing,  tourism  and  the  service  industries 
ch  adds  between  11%  and  12%. 

If  Barbados  were  looked  at  as  a  business,  it  would 
in  high  marks  for  sound,  far-sighted  management, 
overnment  has  drawn  up  and  followed  development 
ans,  set  national  goals,  invested  capital  to  develop 
id  exploit  its  resources.  In  short,  it  has  built  and 
aintains  a  modern,  functioning  nation. 

"Barbados  doesn't  have  great  land  mass  or  reserves 
natural  resources.  Our  strength  lies  in  our  people.  " 
Rawle  Chase,  General  Manager, 
Industrial  Development  Corporation 

irbados  has  created  a  first-class  transportation 
twork.  In  the  last  decade  government  has  rebuilt 
international  airport,  its  deepwater  harbor  and 
>ntainer  port.  It  is  spending  $9  million  on  roads  to 
lieve  Bridgetown's  modern,  ulcer-making  traffic  jams 
id  to  open  land  in  the  interior  to  industry. 

Telephone,  telegraph  and  telex  services  operate 
lickly,  smoothly.  Direct  dial  to  North  America,  the 
K.  and  other  international  points  can  be  as  effortless 
dialing  Chicago  from  New  York.  Unflappable  Bajans 
)  longer  notice  the  West  Indian  businessman  who  flies 
.  spends  his  day  putting  through  overseas  calls,  then 
s  back  down  island  that  evening  because  his  own 
tones  don't  work. 

Barbados  Light  &  Power  plans  to  allocate  $65  million, 
th  help  from  the  World  Bank,  toward  ending  outages 


and  increasing  its  generation  and  distribution. 

Unlike  many  of  its  neighbors,  Barbados  produces 
oil,  nearly  one-third  its  needs,  and  natural  gas.  But  the 
country  is  seeking  alternate  sources  of  energy  and  is 
experimenting  with  wind,  solar  and  wave  energy. 

Barbados  has  built  a  school  system,  both  public 
and  private,  primary  and  secondary,  unmatched  in  the 
Caribbean.  Technical  schools,  a  community  college  and 
a  branch  of  the  University  of  the  West  Indies  offer 
advanced  training.  Moreover,  government  is  currently 
investing  $15  million  in  new  buildings  and  teacher  and 
management  training.  The  Barbados  government  clearly 
sees  the  nation's  greatest  resource  as  its  people  and 
intends  to  develop  and  build  on  that  strength. 

Doing  Business  in  Barbados:  One  Manager's  View 

"We  have  our  problems  but  generally,  the  people  make 
it  enjoyable.  .  .  make  it  possible  to  do  business  here." 

Gerry  Swisher,  Corcom  plant  manager 


In  1978  Corcom,  an  Illinois  electronics 
manufacturer,  opened  Corcom  West  Indies  Ltd.  in 
Barbados  to  make  electronic  coils  and  filters  for 
shipping  back  to  the  U.S.  With  its  payroll  of  420, 
Corcom  W.I.  ranks  second  among  Barbados's  foreign- 
owned  electronics  manufacturers. 

Why  Barbados?  What  brought  the  Illinois 
company,  that  had  one  profitable  subsidiary  in  Mexico, 
to  Barbados?  Corcom  W.I.'s  plant  manager  American 
Gerry  Swisher  doesn't  waffle:  low  labor  costs  and 
generous  tax  concessions. 

When  Corcom's  management  decided  on  a  second 
offshore  location,  a  search  team  began  to  look  at 
countries  in  the  Caribbean  and  in  Latin  America. 
Narrowing  the  choice  to  Mexico  versus  Barbados,  the 
team  turned  to  Swisher  to  do  a  financial  analysis. 
He  found  that  Barbados's  low  labor  costs  more  than 
offset  projected  transportation  prices.  The  risks,  Swisher 
recalls,  lay  in  not  knowing  local  levels  of  productivity 
and  possible  problems  in  shipping.  The  labor  cost 
differential  won.  He  proposed  Barbados  and  in 
September  1978  opened  the  new  plant.  He's  run  it  since. 

With  four  years  to  look  back  on,  Swisher  today  is 
a  persuasive  booster  of  doing  business  in  Barbados: 
•  "The  people  are  smart.  They  tend  to  pick  up  ideas 
and  expand  on  them.  Our  management  staff  is 
strong.  .  Everyone  from  our  organization  in  the 
States  comments  that  the  staff  is  professional.  They 
have  well  laid  out  plans,  have  systems  in  place.  .  ." 


"We  have  420  employees  here  and  all  but  two  are 
Barbadian.  Long  term,  we'd  like  to  have  a  Barbadian 
run  the  facility.  .  .We're  at  a  point  where  we  can  talk 
about  that .  .  .  We  have  to  commit  to  a  program  to 
make  that  happen.  .  .Our  people  get  around.  Our 
managers  take  AMA  courses  in  the  States  or  else- 
where. For  instance,  one  of  my  personnel  people  is 
taking  a  special  labor  course  in  England.  Their  labor 
laws  are  more  relevant  to  personnel  here  than  ours." 

'We  don't  have  turnover  problems.  So  far  this  year 
our  figure  is  2.2%  among  operators.  That's  good. 
Attendance  for  the  year  is  about  95% .  Those  numbers 
are  favorable.  They're  competitive  with  the  States. 
Productivity  is  very  good.  We've  spent  time  and 
money  training  but  after  that  productivity  is  high. 

'There's  a  lot  of  union  activity  now  from  sources 
different  than  in  the  past.  Many  people,  including 


ourselves,  are  concerned.  There're  new  people  and 
new  unions  on  the  scene.  .  .We'll  see.  Traditionally, 
Barbados  has  had  well-organized  unions  with 
basically  responsible  leadership.  They  haven't  been 
that  hard  to  deal  with." 

'Living  here  varies.  Quite  honestly,  some  people  havt 
problems.  A  woman  coming  here  with  her  husband 
can't  work.  But  there're  a  thousand  activities  she  car 
get  involved  in .  .  .  Some  people  adapt  beautifully.  Wi 
get  off  the  island  from  time  to  time.  We've  travelled 
to  most  of  the  other  islands.  Each  is  so  different. 
Barbados  is  much  more  advanced  than  other  coun- 
tries as  far  as  its  education,  its  infrastructure, 
its  transportation. 

The  people  are  friendly.  They're  genuinely  nice 
people  to  deal  with.  .  .It's  a  pleasure  to  come  to 
work  here." 


You** 
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DIRECT  B707  FREIGHTER 
FLIGHTS  BETWEEN 

MIAMI,  NEW  YORK,  HOUSTON, 
JAMAICA  AND 
TRINIDAD  &  TOBAGO 
AND  BARBADOS,  PLUS 
INTRA-CARIBBEAN  SERVICE 
Sales  &  Service  Contact 


MIAMI  OFFICE 
6285  N  W  18th  Si 
Bldo.  2144 
P  O.  Box  524185 
Miami.  Fla  33152 
Tel:  13051  871  2680 

to  2684 
or    13061871  2186 

to  2188 
Cable:  CARICARGO 
Telex  6811583 


NEW  YORK  OFFICE 

Bm.ding  No.  7 
Rada,  Road 
JFK  Int'l  An  port 
Jamaica.  MY  1  1430 
Tel:  (2121  056^1732 
or:  4736 
Cable:  CARICARGO 
Telex  421987 


HOUSTON  OFFICE 

Host  Int'l  Hotel 
18700  Kennedy  Blvd 
Houston  Int'l  Airport 
Houston.  Texas  77205 
Tel:  (7131  443  7736  to 
7738 

Cjble  CARICARGO 
Telex   790  287 


Caribbean  Air  Ca.-go  Company  Ltd. 


Wholly  owned  by  the 
Governments  of  Bai  .idos 
and  Trinidad  &  Tobaqo 


THE  BARBADOS 
DEVELOPMENT  BANK 

provides 

MEDIUM  AND  LONG-TERM 
FINANCING 

for  projects  and  enterprises  in 

•  INDUSTRY     •  SMALL  BUSINESS 
•  TOURISM       •  SMALL  MANUFACTURING 

including  Financial  Assistance  for 
WORKING  CAPITAL  and  SOLAR  HEATING  EQUIPMENT. 

We  make  medium  and  long-term  finance  available  for  up 
to  fifteen  years.  Several  Barbadians  have  benefited  from  our 
loans  in  order  to  start  new  businesses  or  expand  existing  ones. 
These  projects  have,  in  turn,  contributed  to  the  Nation's 
economic  development  mainly  by  way  of  employment  gen- 
eration and  foreign  exchange  earnings. 

BARBADOS  DEVELOPMENT  BANK 

National  Petroleum  Corp.,  Wildey,  St.  Michael,  BARBADOS. 
Telephone:  (809)  42  60512  •  Cable  BARDEBAN. 


At  the  center  of  the  government's  strategy  for 
/ersifying  the  Barbadian  economy  are  the  Industrial 
rvelopment  Corporation  and  the  Central  Bank  of 
rbados. 


he  IDC  has  done  a  good  job  at  diversifying  (our 
:onomy) .  .  .in  manufacturing,  in  attracting  overseas 
westors  here  and  in  educating  our  people.  Today,  as 
ur  standards  of  education  have  risen,  people  want 
'eater  challenges  in  their  work. " 

John  Stanley  Goddard,  Barbadian  businessman 


When  the  Barbados  government  formed  its 
dustrial  Development  Corporation  25  years  ago,  it 
arged  the  IDC  primarily  with  creating  jobs.  That  the 
C  has  done  largely  by  promoting  the  availability  of 


cheap,  literate  labor,  of  corporate  tax  holidays  and 
tariff  exemptions  to  foreign  investors  who  bring  capital, 
technology  and  markets.  "We  have  to  a  large  extent," 
says  IDC  general  manager  Rawle  Chase,  "achieved  our 
desires  there."  In  its  most  recent  four-year  plan,  just 
ended,  the  IDC  had  targeted  1,200  new  jobs  a  year. 
Even  in  the  face  of  world  recession,  Chase  estimates, 
IDC  averaged  that. 

Today,  in  what  Chase  and  his  board  chairman  Fred 
Gollop  describe  as  a  dramatic  shift  in  direction,  the  IDC 
is  going  after  different  kinds  of  industry.  Looking  for 
high  tech  industries  that  use  higher  skills  and  offer 
correspondingly  higher  pay,  it  will  seek  manufacturers 
who  produce  for  Barbados  and  for  the  Caribbean 
Common  Market  (CARICOM),  a  market  of  roughly 
five  million,  rather  than  the  export  assembly  industries 
which  it  sought  in  the  past. 


Fast  Facts  of  Barbados  from 
THE  BARBADOS  CHAMBER  OF  COMMERCE 

Area:  166  square  miles 
Capital:  Bridgetown 

Government:  Parliamentary  democracy,  member  of 

the  British  Commonwealth 
Language:  English 
Population  (1981  est.):  250,500 

Labor  force  (1981  est.):  144,300;  unemployment:  10.8  per  cent 
Monetary  unit:  Barbadian  dollar:  US$1  =  B$2 
Gross  Domestic  Product  (1981):  US$819  million 
GDP  per  capita  (1981):  US$3,270 
Average  monthly  wage  (1980): 

industrial  department  head— US$500 -$1200 

secretary  -US$2  75-500 

electronics  assembly  operator— US$155-$215. 
Index  of  industrial  production  (1971  =  100):  151.6 
Average  prime  rate  (1981)rl3  per  cent 
Retail  price  index  (1980  =  100):  U8.6 
Total  exports  (1981):  $194.5  million;  to  U.S.:  $71  million 
Total  imports  (1981):  $571  million;  from  U.S.:  $198  million 
Tourism  (1981):  total  visitors,  excluding  cruise  ship —352, 600; 

visitors  from  U.S.  — 74,500.  Earnings  — US$263.5  million 
(Sources:  Ministry  of  Finance  and  Planning;  Central  Bank  of  Barbados) 


"We  have  420  employees  here  and  all  but  two  are 
Barbadian.  Long  term,  we'd  like  to  have  a  Barbadian 
run  the  facility.  .  .We're  at  a  point  where  we  can  talk 
about  that.  .  .We  have  to  commit  to  a  program  to 
make  that  happen.  .  .Our  people  get  around.  Our 
managers  take  AM  A  courses  in  the  States  or  else- 
where. For  instance,  one  of  my  personnel  people  is 
taking  a  special  labor  course  in  England.  Their  labor 
laws  are  more  relevant  to  personnel  here  than  ours." 
•  "We  don't  have  turnover  problems.  So  far  this  year 
our  figure  is  2.2%  among  operators.  That's  good. 
Attendance  for  the  year  is  about  95% .  Those  numbers 
are  favorable.  They're  competitive  with  the  States. 
Productivity  is  very  good.  We've  spent  time  and 
money  training  but  after  that  productivity  is  high. 

"There's  a  lot  of  union  activity  now  from  sources 
different  than  in  the  past.  Many  people,  including 


ourselves,  are  concerned.  There're  new  people  and 
new  unions  on  the  scene.  .  .We'll  see.  Traditionally, 
Barbados  has  had  well- organized  unions  with 
basically  responsible  leadership.  They  haven't  been 
that  hard  to  deal  with." 

"Living  here  varies.  Quite  honestly,  some  people  hav< 
problems.  A  woman  coming  here  with  her  husband 
can't  work.  But  there're  a  thousand  activities  she  car 
get  involved  in.  .  Some  people  adapt  beautifully.  W 
get  off  the  island  from  time  to  time.  We've  travelled 
to  most  of  the  other  islands.  Each  is  so  different. 
Barbados  is  much  more  advanced  than  other  coun- 
tries as  far  as  its  education,  its  infrastructure, 
its  transportation. 

The  people  are  friendly.  They're  genuinely  nice 
people  to  deal  with.  .  .It's  a  pleasure  to  come  to 
work  here." 


yours 
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MIAMI  OFFICE 

6286  NW  lStti  St 
Bldg  2144 
P.O.  Box  624185 
Miami,  Fla.  33152 
Tel:  (3051  871  2680 

to  2684 
or     (3051  871  2186 

to  2188 
Cable  CAR  ICARGO 
Telex:  6811583 


NEW  YORK  OFFICE 

Building  No  7 
Rada.  Road 
JFK  Int'l  Airport 
Jamaica.  NY  1 1430 
Tel:  (2121  656-4732 
or:  4  736 

Cable.  CAR  ICARGO 
Telex:  421987 


HOUSTON  OFFICE 
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18700  Kennedy  Blvd 
Houston  Int'l  Airport 
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Tel  (7131  443-7736  to 
7738 

Cable  CARICARGO 
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Caribbean  Air  Cargo  Company  Ltd. 


Wholly  owned  by  the 
Governments  of  Barbados 
and  Trinidad  &  Tobago 
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THE  BARBADOS 
DEVELOPMENT  BANK 

provides 

MEDIUM  AND  LONG-TERM 
FINANCING 

for  projects  and  enterprises  in 

•  INDUSTRY     •  SMALL  BUSINESS 
•  TOURISM       •  SMALL  MANUFACTURING 

including  Financial  Assistance  for 
WORKING  CAPITAL  and  SOLAR  HEATING  EQUIPMENT. 

We  make  medium  and  long-term  finance  available  for  up 
to  fifteen  years.  Several  Barbadians  have  benefited  from  our 
loans  in  order  to  start  new  businesses  or  expand  existing  ones. 
These  projects  have,  in  turn,  contributed  to  the  Nation's 
economic  development  mainly  by  way  of  employment  gen- 
eration and  foreign  exchange  earnings. 

BARBADOS  DEVELOPMENT  BANK 

National  Petroleum  Corp.,  Wildey,  St.  Michael,  BARBADOS. 
Telephone:  (809)42  60512  •  Cable  BARDEBAN. 


At  the  center  of  the  government's  strategy  for 
versifying  the  Barbadian  economy  are  the  Industrial 
•velopment  Corporation  and  the  Central  Bank  of 
rbados. 

he  IDC  has  done  a  good  job  at  diversifying  (our 
■onomy) .  .  .in  manufacturing,  in  attracting  overseas 
vestors  here  and  in  educating  our  people.  Today,  as 
xr  standards  of  education  have  risen,  people  want 
■eater  challenges  in  their  work. " 

John  Stanley  Goddard,  Barbadian  businessman 

When  the  Barbados  government  formed  its 
iustrial  Development  Corporation  25  years  ago,  it 
arged  the  IDC  primarily  with  creating  jobs.  That  the 
C  has  done  largely  by  promoting  the  availability  of 


cheap,  literate  labor,  of  corporate  tax  holidays  and 
tariff  exemptions  to  foreign  investors  who  bring  capital, 
technology  and  markets.  "We  have  to  a  large  extent," 
says  IDC  general  manager  Rawle  Chase,  "achieved  our 
desires  there."  In  its  most  recent  four-year  plan,  just 
ended,  the  IDC  had  targeted  1,200  new  jobs  a  year. 
Even  in  the  face  of  world  recession,  Chase  estimates, 
IDC  averaged  that. 

Today,  in  what  Chase  and  his  board  chairman  Fred 
Gollop  describe  as  a  dramatic  shift  in  direction,  the  IDC 
is  going  after  different  kinds  of  industry.  Looking  for 
high  tech  industries  that  use  higher  skills  and  offer 
correspondingly  higher  pay,  it  will  seek  manufacturers 
who  produce  for  Barbados  and  for  the  Caribbean 
Common  Market  (CARICOM),  a  market  of  roughly 
five  million,  rather  than  the  export  assembly  industries 
which  it  sought  in  the  past. 


Fast  Facts  of  Barbados  from 
THE  BARBADOS  CHAMBER  OF  COMMERCE 

Area:  166  square  miles 
Capital:  Bridgetown 

Government:  Parliamentary  democracy,  member  of 

the  British  Commonwealth 
Language:  English 
Population  (1981  est.):  250,500 

Labor  force  (1981  est.):  144,300;  unemployment:  10.8  per  cent 
Monetary  unit:  Barbadian  dollar:  US$1  =  B$2 
Gross  Domestic  Product  (1981):  US$819  million 
GDP  per  capita  (1981):  US$3,270 
Average  monthly  wage  (1980): 

industrial  department  head -US$500 -$1200 

secretary  -  US$2  75-500 

electronics  assembly  operator— US$155-$215. 
Index  of  industrial  production  (1971  =  100):  151.6 
Average  prime  rate  (1981)rl3  per  cent 
Retail  price  index  (1980  =  100):  118.6 
Total  exports  (1981):  $194.5  million;  to  U.S.:  $71  million 
Total  imports  (1981):  $571  million;  from  U.S.:  $198  million 
Tourism  (1981):  total  visitors,  excluding  cruise  ship— 352, 600; 

visitors  from  U.S.  — 74,500.  Earnings  —  US$263.5  million 
(Sources:  Ministry  of  Finance  and  Planning,  Central  Bank  of  Barbados) 


IDC  wants  industries  that  fill  CARICOM's  needs 
and  thereby  reduce  costly  imports.  Joint  ventures  that 
combine  local  knowledge  and  capital  with  foreign 
technology  and  capital  complete  the  plan.  "We're  going 
to  encourage  local  Barbadian  and  regional  Caribbean 
investors  to  become  involved,"  says  Gollop.  "We  still 
need  to  maintain  and  develop  foreign  enterprises  for 
export,"  Chase  adds,  "but  we  must  get  more  into 
developing  local  entrepreneurs,  local  operation."  For 
those  joint  venture  partners  IDC  is  looking  to  the  U.S. 
and  Canada,  to  Europe  and  to  Japan. 

"A  central  bank  gives  a  government  the  opportunity  to 
do  good  or  bad.  .  .  if  used  wisely  it  is  an  ingenious 
invention. "  Dr.  Courtney  Blackman,  Governor 

Central  Bank  of  Barbados 


One  of  the  fringe  benefits 
of  industry  in  Barbados 
is  Barbados 

/ 

■  Barbados  mdustr,ai  \  0f  course  Barbados  is  pro- business. 

■  Development  Corp   \    Of  course  we  offer  excellent  tax  and  duty  breaks. 
1  N^wSYork0nNY^oT7  \  0ur  workforce  is  literate  and  available,  blue  collar  and 
1(212)867-6420       \  white  collar  both. 
|  piease  send  information  ^  Our  government  is  stable. 


I  about  Barbados 

|  f  <Tle 

J  Company 
£   Nature  ol  Business 
^  Address 
^  telephone 

I 


^  But  there's  something  more. 


Barbados 


*  It's  a  marvelous  place  to  live.  And  live  well  Very 
\  reasonably. 
V.  Housing  is  more  than  adequate.  There  is 

household  help  available.  Food  is  good  and 
reasonable.  And  there's  plenty  to  do 
when  the  workday  is  done. 

Ask  the  people  who  work  tor 
TRW,  Becton-Dickmson, 


|  BARBADOS  INDUSTRIAL  DEVELOPMENT  CORR 

I 
I 


BARBADOS 


%   •••""»  


Intel,  Playtex  and  New 

*  American  Library  why 
£  they  like  working  in 

*  Barbados. 
J    You'll  hear  some  very 

f  nice  answers.  We'll  give 
S  you  some  more  reasons  too. 
f     Just  fill  in  the  coupon  and 
S    return  it  to  us. 


F  - 10-25  a* 


The  Barbados  Central  Bank  in  its  ten-year  life  has 
grown  into  far  more  than  an  agency  to  govern  the 
nation's  money  supply.  Economist  Courtney  Blackman 
is  using  the  Bank  to  educate  Barbadians  in  regional  anc 
international  economics  and,  with  the  Bank's  Sir 
Winston  Scott  Lectures,  to  make  it  a  forum  of  ideas 
that  touch  directly  on  the  nation's  future.  And  it  is 
government's  instrument  for  developing  a  financial 
services  industry — the  twin  to  manufacturing  in  the 
grand  scheme  to  diversify. 

With  low  tax  treatment  as  its  lure,  the  Central  Ban 
is  looking  for  offshore  financial  services — banking, 
captive  insurance  companies,  international  business 
companies  and  shipping  registration — to  operate  from 
within  Barbados.  Barbados  became  a  low-tax  haven 
(as  opposed  to  a  no-tax  haven,  Central  Bank  General  Ma 
ager  Teddy  Griffith  emphasizes)  iri 
1965  when  Parliament  passed  an 
International  Business  Companies 
Act.  Today  some  90  companies 
registered  under  the  IBC  Act  pay 
only  2.5%  corporate  income  tax 
(instead  of  the  normal  45%)  but 
may  not  trade  in  Barbados  or  in 
CARICOM  countries. 

In  1979  Parliament  enacted  ar 
offshore  banking  law  that  by  Janu 
ary  1982  had  attracted  Barclays, 
Royal  of  Canada  and  the  Barbado 
International  Bank  and  Trust.  In  il 
first  full  year  of  operation  the 
country's  offshore  banking  industi 
had  amassed  assets  of  $150  million 
mainly  from  the  Eurocurrency 
market.  While  the  Central  Bank 
monitors  the  industry,  strict  laws  < 
confidentiality  limit  it. 

A  shipping  registration  act,  oi 
the  books  but  not  yet  on  line,  will 
permit  Barbados  to  offer  shippers 
a  flag  of  convenience  much  as 
Panama  and  Liberia. 

The  captive  insurance  industr 
will  complete  Barbado's  financial 
services.  As  Griffith  says,  "By  yea 
end  we  expect  to  be  in  an  aggressr 
position  with  all  our  legal  frame- 
work in  place.  We'll  be  able  to  tall 
to  promote,  a  full  package  of  all 
financial  services." 


'Companies'  are  but  bread  sharers,  and 
rivals'  are  mere  river  dwellers,  reports 
iur  authority  on  word  derivations. 


Why  a  merger 
is  like  a  duck 


By  Steele  Commager 


T|he  business  world  seems  to  be 
inhabited  exclusively  by  verbal 
behemoths — companies,  con- 
ortiums,  monopolies  and  oligopolies, 
lie  polysyllabic  titles  lumber  along, 
nvested  with  the  full  dignity,  mys- 
ery  and  vague  menace  of  their  Greek 
nd  Latin  ancestry. 

Yet  these  names  are  not  actually  so 
terce;  some  are  even  beguilingly  gen- 
ie in  their  basic  meanings.  A  "com- 
any,"  for  instance,  is  usually  regard- 
d  as  something  dismayingly  m- 
uman.  And  so  it  is,  legally.  As 
istinct  from  the  more  approach- 
ble  "partnership"  (partners  are 
t  least  human  beings),  a  "com- 
any"  exists  merely  as  a  legal  en- 
ity,  and  none  of  the  company's 
fficers  bears  individual  responsi- 
ility  for  the  company's  debts  or 
labilities.  The  etymology  of 
company,"  however,  suggests 
omething  quite  different,  some- 
hing  not  only  human  but  even 
amilial  and  intimate.  "Com- 
any"  shares  the  same  root  as  the 
nore  genial  words  "companion" 
nd  "accompany."  We  speak  of 
laving  "company"  for  dinner 
nd,  if  we  enjoy  the  evening,  of  having 
«en  "in  good  company."  When  the 
uests  leave,  we  "part  company."  The 
requent  use  of  "company"  in  the  con- 
ivial  context  of  a  meal  is  no  accident, 
□r  "company"  and  "companion" 
ioth  derive  from  the  idea  of  a  shared 
ileal.  Both  words  come  from  the  Lat- 
ti  cum,  "with,"  plus paras,  "bread."  A 
companion"  is  someone  with  whom 
ou  break  bread,  and  a  "company"  is, 
iterally,  a  gathering  of  people  who 
hare  their  bread. 


leele  Commager  is  professor  of  Greek  and 
atin  at  Columbia  University 


The  modern  slang  term  "bread," 
meaning  "money,"  is  quite  unrelated. 
(Like  "dough,"  similarly  used  a  gen- 
eration ago,  "bread"  is  unleavened  by 
any  obvious  Latinate  ingredient  and 
will  probably  soon  crumble  and  disap- 
pear.) Still,  the  use  of  "bread"  to  mean 
money  does  add  a  certain  accidental 
piquancy  to  the  term  "company,"  or 
"bread  sharers." 

Company  directors  have  not,  tradi- 
tionally, been  thought  of  as  very  com- 
panionable types.  To  improve  their 
image,  and  that  of  their  company, 


COMPANY 


they  have  lately  taken  to  holding 
"symposiums"  for  the  company  staff. 
All  very  reasonable,  etymologically: 
A  group  that  shares  its  bread  should 
also  share  its  wine  and  be  sympo- 
siasts.  "Symposium"  comes  from  the 
Greek.sivz,  "with,  together, "  plusposis, 
"drink."  One  of  Plato's  better-known 
dialogues  was  entitled  "The  Sympo- 
sium," and  takes  place  at  a  banquet 
table  presided  over  by  Socrates.  It 
ends  with  all  the  "fellow  drinkers" 
sleepily  temulent,  except  for  Socrates, 
who  continues  to  muse  upon  the 
chances  of  the  same  man's  writing 
both  tragedy  and  comedy.  Few  busi- 


ness symposiums  today  are  so  elevat- 
ed in  their  speculations.  Yet  a  "com- 
pany symposium,"  by  definition  a 
sharing  both  of  food  and  of  drink, 
should,  properly,  approximate  Alex- 
ander Pope's  definition  of  an  ideal 
gathering:  "the  feast  of  reason  and  the 
flow  of  soul." 

At  company  symposiums  there  is 
also  sometimes  a  feast  and  a  flow  of 
private  information — perhaps  talk  of 
earnings  or,  these  days,  of  losses.  The 
speaker  may  warn  that  what  he  says  is 
to  be  taken  in  confidence,  or  sub  rosa. 
Thus,  from  1708: 

But  when  we,  with  caution, 

a  secret  disclose, 
We  cry,  "Be  it  spoken,  Sir, 

under  the  rose. " 
Why  should  something  said  pri- 
vately be  termed  "under  the  rose"  or 
sub  rosa?  Modern  dictionaries  suggest 
that  the  rose  was  a  symbol  of  secrecy 
and  that  a  rose  was  suspended  over 
the  banqueter's  table  as  a  reminder 
that  anything  said  there  should  not  be 
repeated.  A  less  elaborate  and  more 
plausible  explanation  is  given  in  Dr. 
Johnson's  Dictionary  (1755).  He 
quotes  Sir  Thomas  Browne:  "By  desir- 
ing a  secrecy  to  words  spoke  under  the 
rose,  we  mean,  in  society  and  compo- 
tation,  from  the  ancient  custom  in 
symposiack  meetings,  to  wear  chap- 
lets  of  roses  about  their  heads."  Ro- 
mans attending  a  symposium — or 
its  Latinate  equivalent,  "compo- 
tation" — often  wore  rose 
wreaths,  or  chaplets,  upon  their 
heads.  Whatever  these  festive 
companions  said  to  one  another 
at  such  symposiums,  when  their 
tongues  were  loosened  by  wine, 
was  assumed  to  be  secret,  confi- 
dential and  privileged — or,  in  the 
more  flowery  phrase,  sub  rosa. 

Let  us  return  from  wine  to 
bread  and  from  symposiums  and 
compotations  to  companies.  One 
of  the  better  companies  to  invest 
in  is  one  that  does  not  share  its 
bread  too  indiscriminately.  A 
monopoly,  for  instance.  A  "mo- 
nopoly" is  the  "sole  seller"  of  some 
product;  it  comes  from  the  Greek 
mono-,  "one,  single,  sole,"  plus poleo, 
"sell."  The  prefix  "mono-"  is  familiar 
in  English:  a  monotone  is  a  single 
tone;  a  monologue  is  a  speech  by  one 
person;  monarchy  is  a  single  person's 
rulership;  a  monocle  is  an  eyeglass  for 
one  eye;  monogamy  is  marriage  to  one 
person  alone  (as  opposed  to  bigamy,  or 
even  more  extravagant  gestures).  The 
Greek  prefix  mono-  became  so  well 
established  as  to  exercise  a  virtual 
monopoly  on  all  English  words  begin- 
ning with  those  four  letters.  One  of 
the  few  exceptions  is  a  proper  name, 


FASCOE 

BUILDS 

ST.PAUL 

And  St.  Joseph.  And  St.  Louis. 
And  San  Bernardino. 

All  across  the  country,  Pascoe 
technology  is  creating  a  new 
generation  of  high-efficiency, 
low-maintenance  buildings. 

Pascoe  builds  offices,  commercial 
buildings,  stores,  warehouses, 
factories.  Pascoe  builds  America. 
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Institute  cooperative  education 
program. 
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the  Monongahela  River,  an  American 
Indian  word  that  managed  to  assert  its 
native  independence  from  the  famil- 
iar Greek  root. 

A  monopoly,  without  competitors 
or  rivals,  is  hard  to  maintain,  both 
legally  and  practically.  Oligopolies 
are  less  difficult.  An  oligopoly  exists 
when  there  are  only  a  "few  sellers"  of 
a  product;  it  comes  from  the  Greek 
oligos,  "few,"  plus  poleo,  "sell."  An 
oligopoly  bears  the  same  relation  to  a 


^  SYMPOSIUM  ^ 

monopoly  that  an  oligarchy  ("few  rul- 
ers") bears  to  a  monarchy  ("single 
rule"). 

Oligopolies,  or  their  illegitimate 
offspring,  "oilogopolies,"  tend  to  fall 
out  among  themselves:  Witness 
OPEC's  internal  quarrels.  Then,  for- 
mer partners  suddenly  become  com- 
petitors, or  rivals.  "Competitors"  are 
"fellow  seekers"  (Latin  cum,  "with, 
together,"  pluspeto,  "seek").  The  first 
syllable  of  "competitor"  is  the  same 
as  that  of  "company,"  but  there  the 
resemblance  ends.  When  companies 
become  competitors  they  are  no  long- 
er trying  to  share  the  bread;  instead, 
each  "seeks"  it  all  for  itself.  Or  as 
Arthur  Hugh  Clough,  in  the  19th  cen- 
tury, sardonically  put  it: 
Thou  shall  not  covet, 

but  tradition 
Approves  all  forms  of 

competition. 
"Rival"  is  less  obvious  than  "com- 
petitor" in  its  derivation.  Both  "rival" 
and  "derive"  come  from  the  same  Lat- 
in source,  the  word  for  "river,"  rirus. 
To  know  a  word's  "derivation"  is  to 
know  from  (ch>)  what  river  (rirus)  it 
flows.  "Rival"  also  has  to  do  with  a 
river,  but  its  derivation  is  a  more  me- 
andering one.  A  river  has  two  banks, 
and  "rivals"  are  the  inhabitants  of 
those  opposite  banks,  two  people 
sharing  the  same  river,  or  rirus.  A  dic- 
ey situation,  one  that  leads  easily  to  a 
competition  over  who  should  control 
the  stream.  Two  such  people  might 
become  "partners,"  each  taking  a 
"part"  of  the  stream.  Or,  if  each 
should  insist  on  exclusive  ownership, 


they  become,  in  Shakespeare's  phrase, 
"rival  enemies,"  arguing  from  oppo- 
site banks. 

One  way  to  deal  with  a  "rival"  is  to 
cease  competing,  and  merge,  always 
providing  that  the  Justice  Department 
casts  a  benign  eye  upon  the  union. 
Often  the  first  step  in  a  merger  is  for 
one  company  (Company  A,  say)  to 
make  a  "tender  offer"  for  another 
(Company  B).  Why,  we  wonder, 
"tender"?  Such  proposals  are  not  nor- 
mally based  on  affection,  or  tender- 
ness, but  on  cold  calculations  and 
hard  cash.  Properly  enough,  the  word 
"tender"  has  nothing  to  do  with  the 
adjective  meaning  "delicate,"  or  "lov- 
ing." Instead  it  is  a  noun,  deriving 
from  the  French  verb  tendre,  "to  of- 
fer." Tendre,  in  turn,  comes  from  the 
Latin  verb  tendo,  tendere,  "to  stretch, 
extend."  The  original  force  of  the  En- 
glish "tender"  appears  clearly  in  such 
phrases  as  "to  tender  my  resigna- 
tion"— to  offer  it,  to  extend  it.  Simi- 
larly, "legal  tender"  is  money  that 
may  be  legally  tendered  or  "offered" 
in  payment. 

When  Company  A  makes  its  "ten- 
der offer"  for  Company  B,  it  proposes 
to  buy,  usually  at  a  premium,  the 
stock  of  Company  B  that  is  "ten- 
dered," or  "extended"  by  the  stock- 
holders of  Company  B.  The  "offer"  (of 
money)  is  made  by  Company  A;  the 
"tendering"  (of  stock)  by  Company  B. 
Naturally,  Company  A  hopes  that  its 
offer  will  be  accepted  and  that  a  union 
of  the  two  corporate  bodies  may  be 
consummated  quickly  and  without 


resistance.  Yet  often  Company  B 
proves  skittish  and  coy.  "Not  in  the 
best  interests  of  the  stockholders"  is 
the  usual  formula  of  rejection,  one 
which  cynics  are  likely  to  translate  as 
meaning  that  B's  present  manage- 
ment may  be  fired  if  the  merger  goes 
through. 

What  Company  A  proclaims  to  be  a 
marriage  made  in  corporate  heaven, 
Company  B  may  protest  as  an  uncer- 
emonious rape.  In  such  a  case,  the 
courted — or  threatened — Company  B 


FORBES,  OCTOBER  11,  1982 


THE  WORLD  SERIES  ON 
CBS  RADIO.  CATCH  IT  ALL! 

CBS  Radio  brings  you  all  the  excitement  of  baseball's  October  classic. 

No  need  to  miss  a  minute  of  the  action  when  our  special 
coverage  of  the  World  Series  combines  with  radio's  unique  portability. 
It's  Vin  Scully  for  play-by-play,  and  Win  Elliot  for 
pre-  and  post-game  analysis.  On  your  CBS  Radio  Network  affiliated  station. 


TUESDAY;  OCTOBER  12  111 

8:10  PM  Eastern;  7:10  PM  Central;  6:10  PM  Mountain;  5:10  PM  Pacific 


may  implore  the  attentions  of  another 
suitor,  Company  C.  It  is  hoped  that 
C's  intentions  will  be  more  honor- 
able, and  its  methods  gentler,  than 
those  of  Company  A;  that  it  will  bet- 
ter espouse  the  interests  of  Company 
B  and  offer  a  fertile  union  with  it. 

Company  C,  thus  encouraged  to  en- 
ter the  lists,  is  often  termed  a  "White 
Knight" — that  is,  a  savior  and  a  pro- 
tector, playing  a  role  like  that  of  Sir 
Walter  Scott's  Lochinvar: 
So  faithful  in  lore, 

and  so  dauntless  in  war, 
There  never  was  knight 
like  the  young  Lochinvar. 

The  White  Knight  figure  has  had  a 
long  and  edifying  career,  stretching 
back  through  medieval  romances  to 
the  Bible,  where  the  Father  himself 
appears  in  such  a  guise:  "And  I  saw 
heaven  opened,  and  behold  a  white 
horse;  and  he  that  sat  upon  him  was 
called  Faithful  and  True,  and  in  righ- 
teousness he  doth  judge  and  make 
war"  (Revelations  19:11). 

When  two  companies  merge,  it  is 
usually  the  smaller  one  that  is  merged 
into  the  larger,  as  Conoco  was  merged 
into  Du  Pont.  "Merge"  comes  from 
the  Latin  verb  mergo,  mergere,  "to 
sink,  to  plunge."  The  assets  of  the 
smaller  company  are  customarily 
sunk,  plunged  or  immersed  into  those 
of  its  larger  partner.  The  same  rrierg- 
root  appears  also  in  the  name  of  a 
duck,  the  "merganser"  [mergo  plus 
anser,  "duck,  goose").  The  merganser 
is  so  named  because  it  is  a  diving 
duck,  one  that  "plunges"  into  the 


water    to    carry   off    unwary  fish. 

The  corporate  term  "merger,"  with 
its  etymological  suggestion  of  sinking 
or  plunging,  is  somewhat  misleading. 
The  merganser  duck  may  immerse  it- 
self in  the  water,  but  then  it  emerges 
and  soars.  Similarly,  a  "merged"  com- 
pany's assets  may  be  "plunged"  into 
those  of  a  larger  corporation,  but  the 
merged  company's  stock  very  rarely 
"plunges"  in  price.  Instead,  the  stock 
normally  soars,  as  stockholders  of 
Conoco,  when  it  was  merged  into  Du 


Pont,  can  happily  attest. 

When  rival  companies  merge,  they 
pool  their  assets.  Given  the  aquatic 
metaphor  behind  "rival"  (river)  and 
"merge"  (immerse),  logic  would  sug- 
gest that  "pool"  also  refers  to  a  com- 
mon body  of  water.  But  English  is 
seldom  so  pellucid.  "Pool,"  as  in  a 
"pooling  of  assets,"  instead  derives 
from  the  French  word  for  "pullet," 
poule.  "To  pool,"  in  the  sense  of  "to 
combine,"  has  nothing  to  do  with  a 


pool  of  water;  etymologically,  it  is  a 
bird  of  a  different  feather.  When  we 
speak  of  a  "car  pool,"  or  a  "betting 
pool,"  the  underlying  metaphor 
seems  to  be  that  of  a  common  nest  in 
which  the  various  pullet  (poule)  eggs 
are  deposited,  or  "pooled."  Odd — but 
if  mergansers  are  linguistically  relat- 
ed to  mergers,  why  should  pullets  not 
be  connected  with  pools? 

In  the  Sixties  (and  perhaps  still),  it 
was  common  for  companionable  indi- 
viduals to  pool  their  assets  to  buy 
stocks.  Usually  such  a  pool  would  be 
started  by  one  person  who  was  willing 
to  contribute  money  that  he  had  set 
aside  as  a  reserve,  or  "nest  egg."  A 
"nest  egg"  is  an  egg,  either  natural  or 
artificial,  placed  in  a  bird's  nest  to 
encourage  the  bird  to  lay  its  own  eggs. 
Similarly,  if  one  person  contributed 
his  "nest  egg"  to  begin  a  financial 
pool,  other  investors  would  more 
willingly  add  their  own  contributions 
to  the  pool.  And  if  the  resulting  pool 
grew  at  a  healthy  rate,  it  would  prove 
that  one  might,  on  occasion,  safely 
put  all  one's  eggs,  or  even  nest  eggs,  in 
one  basket. 

Companies,  like  individuals,  may 
decide  to  pool  their  assets  when  there 
is  a  large  project  in  hand,  such  as  the 
Alaska  pipeline,  which  will  require 
more  than  $25  billion.  Since  no  single 
company  has  the  money  for  so  ex- 
travagant an  enterprise,  various  com- 
panies will  cooperate  and  form  a 
"consortium."  And,  as  is  only  proper 
for  so  grand  a  project,  "consortium" 
has  a  grander  etymological  suggestion 
than  "company."  A  company  merely 


"shares  bread,"  a  consortium  "share;! 
fate"  (Latin  cum,  "with,"  plus  soM 
"fate,  lot"). 

A  sobering  prospect,  to  share  one's 
fate  with  a  fellow,  no  matter  how 
companionable.  Almost  as  serious  as 
getting  married.  Fittingly,  "consor- 
tium," when  not  used  as  a  business 
term,  occurs  almost  always  as  a  legal 
term  in  marriage  proceedings,  anothei 
situation  in  which  the  partners  arc 
assumed  to  "share  their  fates."  A 
business  consortium  is  a  kind  of  cor- 
porate marriage.  And,  as  with  othei 
marriages,  it  need  not  be  permanent 
The  "fates,"  or  sortes,  of  the  various 
companies  are  intertwined — but  only 
temporarily.  When  the  project  foi 
which  the  consortium  was  formec 
comes  to  an  end,  the  various  compa 
nies  enact  a  kind  of  corporate  divorce 
and  go  their  own  ways  again.  The 
consortium  is  finished. 

"Consortium,"  as  a  business  term 
implies  that  the  "joining  of  fates"  will 
not  be  permanent.  Sadly  enough,  the 
same  would  seem  to  be  true  of  the 
word's  connubial  use,  for  the  terrr 
"consortium"  now  appears  most  of 
ten  in  divorce  proceedings.  One 
spouse  is  likely  to  sue  the  other  foi 
"loss  of  consortium,"  a  euphemisrr 
for  saying  that  one  spouse  has  beer 
deprived  of  the  comforts,  especially 
the  comforts  of  sexual  intercourse 
that  he  or  she  had  the  right  to  expeci 
from  a  marriage. 

So  much  for  the  intimidating  in 
habitants  of  the  corporate  jungle.  Ety 
mologically,  these  behemoths  are  lit 


tie  more  than  baa-lambs.  Companie: 
are  but  bread  sharers;  pools  are  jus 
pullet  eggs;  rivals  are  mere  rive 
dwellers,  and  consortiums  no  mor< 
than  married  couples.  Defended 
such  etymological  armor,  why  shouk 
anyone  worry  about  entering  th< 
world  of  higher  finance?  Let  thes< 
derivations  be  your  shield.  And,  in  th< 
likely  event  that  you  perish,  tak< 
comfort  from  the  fact  that  you  di< 
with  a  true  word — or  "etymology"— 
upon  your  hps.  ■ 
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The  New  York  City  Marathon,  co-sponsored  by  Manufacturers  Hanover. 

The  marketplace  demands 
sustained  effort. 


Manufacturers  Hanover  strives. 


W/inning  a  26.2  mile  marathon 
banning,  positioning,  and  a 
ness  to  reach  beyond  the  levels 
nary  endurance, 
n  very  much  the  same  way, 
acturers  Hanover  has  prepared 
future.  And  our  planning,  our 
ming,  and  our  willingness  to 
:  challenges  are  paying  off  in 
iber  of  significant  ways. 


For  example,  Manufacturers 
Hanover  subsidiaries  now  have  more 
offices  nationwide  than  any  other  bank 
holding  company. 

This  extensive  network  provides 
immediate  access  to  large  corporate 
customers  and  middle  market  compan- 
ies all  across  the  land.  Not  simply  to 
serve  their  banking  needs,  but  also  to 
provide  equipment  financing,  mort- 


gage servicing,  factoring— in  fact  finan- 
cing of  virtually  every  size  and  shape. 

But  the  race  is  a  long  way  from 
being  over.  As  the  future  unfolds,  fluxes 
and  evolves  into  needs  for  new  kinds  of 
financial  relationships,  Manufacturers 
Hanover  will  be  totally  prepared  to 
supply  whatever  the  national— and 
international— marketplace  demands. 
Consider  the  source. 


MANUFACTURERS  HANOVER 
The  financial  source.Worldwide. 
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The  Money  Men 


Michael  O'Higgins  thinks  success  should 
breed  caution.  "After  you  fail,  you  re.  too 
timid, ' '  he  says.  ' 7  like  to  be  aggressive  then. 


Control  your 
emotions, 
don't  follow  them 


By  Barbara  Rudolph 


It  is  a  common  dream:  Give  me  a 
few  million  dollars  to  invest,  let 
me  play  the  market  with  a  free 
hand  and  I  shall  make  my  clients  and 
myself  rich. 

Michael  O'Higgins,  a  35-year-old 
money  manager  who  operates  out  of 
his  Cape  Cod-style  house  in  a 
suburb  of  Albany,  N.Y.,  pulled 
it  off.  His  portfolio  has  swelled, 
from  $900,000  four  years  ago  to 
$33  million  today.  What's  more, 
A.G.  Becker  calculates  that 
O'Higgins'  total  yield  over  the 
past  three  years  has  averaged 
20.2%.  That  places  him  in  the 
top  1%  of  all  equity  fund  man- 
agers rated  by  Becker. 

If  you  picture  your  typical 
money  manager  as  a  harried  guy, 
juggling  lists  of  stocks,  reading 
obscure  research  reports  and 
barking  telephone  orders  to  his 
broker,  O'Higgins  defies  the  ste- 
reotype. He  doesn't  even  use  a 
computer,  and  checks  stock 
prices  on  his  cable  TV.  The  attic 
where  he  works  is  cluttered  with 
cardboard  boxes  full  of  yellow- 
ing newspaper  clippings. 

O'Higgins  can  operate  so 
simply  because  he  is  a  technical 
analyst  and  follows  market  indicators 
rather  than  corporate  fundamentals. 
He  invests  in  only  30  companies, 
components  of  the  Dow  Jones  indus- 
trial average.  This  buying  just  a  few 
stocks  for  all  his  clients  keeps  the 
transaction  costs  down.  So  does  trad- 
ing through  a  single  custodian,  the 
Bank  of  New  York,  which  offers  the 
equivalent  of  a  75%  discount  on  its 
brokerage  commissions. 


O'Higgins'  objective  is  to  find 
stocks  that  have  been  performing 
poorly  but  are  beginning  to  improve. 
He  uses  a  formula  that  determines  the 
relative  strength  of  the  Dow  stocks;  it 
tells  him  how  they  are  faring,  com- 
pared with  the  overall  average.  When 
he  senses  a  turnaround,  he  will  buy 
only  the  cyclical,  fairly  volatile  Dow 


Michael  O'JiiggittS 

"Follow  guys  who  sell  when  everyone  buys 


stocks,  avoiding  the  bluest  of  blue 
chips  such  as  IBM  and  GE. 

For  example,  O'Higgins  has  done 
well  with  Alcoa  and  International  Pa- 
per. "These  stocks  will  really  move, 
way  up  or  way  down,  with  the  mar- 
ket," he  explains. 

The  formula  does  not  deliver  every 
time,  of  course.  In  fact,  it  didn't  even 
deliver  the  first  time  out.  O'Higgins 
started  business  in  April  1978  and  by 


the  end  of  the  year  his  median  ac^ 
count  fell  15%.  His  formula  failed 
because  the  DJIA  as  a  whole  was  sink- 
ing — it  dropped  15%  between  Sep- 
tember and  November.  Take  O'Hig- 
gins' experience  with  Inco.  Last  May 
he  bought  it  because  he  saw  that  its 
relative  strength  performance  was  lm 
proving.  But  between  May  and  Au 
gust  Inco  lost  20%  of  its  value.  Why 
The  collapse  of  the  nickel  market  and 
troubles  with  its  1974  acquisition  oi 
ESB,  Inc. — forces  beyond  the  domain 
of  technical  analysts.  In  retrospect, 
O'Higgins  concedes  that  a  better  uni 
derstanding  of  the  company's  busij 
ness  might  have  kept  him  from! 
buying  its  stock. 

In  determining  whether  to  be  in  the 
market  at  all,  O'Higgins  likes  to  "fol 
low  the  contrarians,  the  smart  moni 
cy,  guys  who  are  buying  when  every 
one  else  is  selling,  and  vice  versa."  Foi 
starters,  he  examines  insider  trading 
levels  and  also  considers  the  level  of 
short  selling.  When  he  sees  special- 
ists, such  as  NYSE  members,  short 
selling,  he  turns  bearish. 

Where  O'Higgins  tends  to  fumble  is 
in  real  bull  markets.  In  1 980,  for  exam 
pie,  he  ended  the  year  in  the  bottom 
35%  of  equity  managers  monitored  by 
A.G.  Becker  with  his  median  account! 
up  26.2% — a  below-averagej 
showing  for  that  bull  market 
After  a  good  first  quarter,  O'Hig- 
gins bought  nine-month  Trea-1 
sury  bonds,  locking  in  16% 
yield.  "I  got  some  complaints 
that  year,"  O'Higgins  says.  "I 
know  that  I'll  never  make  as 
much  money  as  my  competitors] 
in  speculative  bull  markets,  but  I 
don't  give  up  what  I  make  in  bear 
markets,  either."  That  proved 
true  last  year.  In  1981,  a  bloodyl 
year  for  most  money  men, 
O'Higgins'  median  account  was 
up  7Vi%.  He  missed  this  year's 
August  rally,  though,  with  "not 
a  dime"  in  the  stock  market. 

O'Higgins'  success  in  bear 
markets  and  relative  weakness 
in  bull  markets  reflects  his  abili- 
ty to  go  against  instinct.  He  tries 
to  do  what  feels  wrong.  "Most 
."      people  get  too  confident  when 

 •  they're  successful.  I  try  to  bd 

conservative  then,  so  I  won't  make  as 
much  money  in  bull  markets.  Similar- 
ly, after  you've  failed,  you're  too  timid 
I  like  to  be  aggressive  then,"  he  says. 

That  can  be  good  advice — as  O'Hig 
gins'  third-quarter  1981  showing 
demonstrates.  He  was  hit  hard  by  the 
market — at  one  point  dropping  10% 
more  than  the  S&P's  500,  losing  10% 
of  his  total  capital  and  5  of  his  69 
clients.  So  O'Higgins  took  a  deed 


190 


FORBES,  OCTOBER  1  1,  1982] 


Want  to  see  more  lives 
saved  from  fire? 


Borg-Wamer's  Pyrotronics  early  warning  system  can  sense  fire  before  any  sign  of  smoke,  and 
extinguish  its  threat  with  a  nontoxic,  nondestructive  gas  for  protection  beyond  detection.  That's  Borg-Warner 
today.  And  there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 

Watch 

Bora-Warner 


For  an  annual  report  write:  Borg-Warner,  Dept.  50.  200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


The  Money  Men 


Michael  O'Higgins  thinks  success  should 
breed  caution.  "After  you  fail,  you're,  too 
timid,  "hesays.  "I  like  to  be  aggressive  then. " 

Control  your 
emotions, 
don't  follow  them 


By  Barbara  Rudolph 


It  is  a  common  dream:  Give  me  a 
few  million  dollars  to  invest,  let 
me  play  the  market  with  a  free 
hand  and  I  shall  make  my  clients  and 
myself  rich. 

Michael  O'Higgins,  a  35-year-old 
money  manager  who  operates  out  of 
his  Cape  Cod-style  house  in  a 
suburb  of  Albany,  N.Y.,  pulled 
it  off.  His  portfolio  has  swelled, 
from  $900,000  four  years  ago  to 
$33  million  today.  What's  more, 
A.G.  Becker  calculates  that 
O'Higgins'  total  yield  over  the 
past  three  years  has  averaged 
20.2%.  That  places  him  in  the 
top  1%  of  all  equity  fund  man- 
agers rated  by  Becker. 

If  you  picture  your  typical 
money  manager  as  a  harried  guy, 
juggling  lists  of  stocks,  reading 
obscure  research  reports  and 
barking  telephone  orders  to  his 
broker,  O'Higgins  defies  the  ste- 
reotype. He  doesn't  even  use  a 
computer,  and  checks  stock 
prices  on  his  cable  TV.  The  attic 
where  he  works  is  cluttered  with 
cardboard  boxes  full  of  yellow- 
ing newspaper  clippings. 

O'Higgins  can  operate  so 
simply  because  he  is  a  technical 
analyst  and  follows  market  indicators 
rather  than  corporate  fundamentals. 
He  invests  in  only  30  companies, 
components  of  the  Dow  Jones  indus- 
trial average.  This  buying  just  a  few 
stocks  for  all  his  clients  keeps  the 
transaction  costs  down.  So  does  trad- 
ing through  a  single  custodian,  the 
Bank  of  New  York,  which  offers  the 
equivalent  of  a  75%  discount  on  its 
brokerage  commissions. 


O'Higgins'  objective  is  to  find 
stocks  that  have  been  performing 
poorly  but  are  beginning  to  improve. 
He  uses  a  formula  that  determines  the 
relative  strength  of  the  Dow  stocks;  it 
tells  him  how  they  are  faring,  com- 
pared with  the  overall  average.  When 
he  senses  a  turnaround,  he  will  buy 
only  the  cyclical,  fairly  volatile  Dow 


Michael  O  'Higgins 

"Follow  guys  who  sell  when  everyone  buys 


stocks,  avoiding  the  bluest  of  blue 
chips  such  as  IBM  and  GE. 

For  example,  O'Higgins  has  done 
well  with  Alcoa  and  International  Pa- 
per. "These  stocks  will  really  move, 
way  up  or  way  down,  with  the  mar- 
ket," he  explains. 

The  formula  does  not  deliver  every 
time,  of  course.  In  fact,  it  didn't  even 
deliver  the  first  time  out.  O'Higgins 
started  business  in  April  1978  and  by 


the  end  of  the  year  his  median  ac- 
count fell  15%.  His  formula  failed 
because  the  DJIA  as  a  whole  was  sink-| 
ing — it  dropped  15%  between  Sep- 
tember and  November.  Take  O'Hig- 
gins' experience  with  Inco.  Last  May 
he  bought  it  because  he  saw  that  its 
relative  strength  performance  was  im- 
proving.  But  between  May  and  Au-I 
gust  Inco  lost  20%  of  its  value.  Why? 
The  collapse  of  the  nickel  market  and 
troubles  with  its  1974  acquisition  of| 
ESB,  Inc. — forces  beyond  the  domain 
of  technical  analysts.  In  retrospect, 
O'Higgins  concedes  that  a  better  un- 
derstanding of  the  company's  busi- 
ness might  have  kept  him  from 
buying  its  stock. 

In  determining  whether  to  be  in  the 
market  at  all,  O'Higgins  likes  to  "fol- 
low the  contrarians,  the  smart  mon- 
ey, guys  who  are  buying  when  every- 
one else  is  selling,  and  vice  versa."  For 
starters,  he  examines  insider  trading 
levels  and  also  considers  the  level  of 
short  selling.  When  he  sees  special- 
ists, such  as  NYSE  members,  short 
selling,  he  turns  bearish. 

Where  O'Higgins  tends  to  fumble  is 
in  real  bull  markets.  In  1 980,  for  exam 
pie,  he  ended  the  year  in  the  bottom 
35%  of  equity  managers  monitored  by 
A.G.  Becker  with  his  median  account 
up  26.2% — a  below-average 
showing  for  that  bull  market. 
After  a  good  first  quarter,  O'Hig- 
gins bought  nine-month  Trea- 
sury bonds,  locking  in  16% 
yield.  "I  got  some  complaints 
that  year,"  O'Higgins  says.  "I 
know  that  I'll  never  make  as 
much  money  as  my  competitors 
in  speculative  bull  markets,  but  I 
don't  give  up  what  I  make  in  bear 
markets,  either."  That  proved 
true  last  year.  In  1981,  a  bloody 
year  for  most  money  men, 
O'Higgins'  median  account  was 
up  7Vi%.  He  missed  this  year's 
August  rally,  though,  with  "not 
a  dime"  in  the  stock  market. 

O'Higgins'  success  in  bear 
markets  and  relative  weakness 
in  bull  markets  reflects  his  abili- 
ty to  go  against  instinct.  He  tries 
to  do  what  feels  wrong.  "Most 
."      people  get  too  confident  when 

 •  they're  successful.  I  try  to  be 

conservative  then,  so  I  won't  make  as 
much  money  in  bull  markets.  Similar- 
ly, after  you've  failed,  you're  too  timid. 
I  like  to  be  aggressive  then,"  he  says. 

That  can  be  good  advice — as  O'Hig- 
gins' third-quarter  1981  showing 
demonstrates.  He  was  hit  hard  by  the 
market — at  one  point  dropping  10% 
more  than  the  S&P's  500,  losing  10% 
of  his  total  capital  and  5  of  his  65 
clients.  So  O'Higgins  took  a  deep 
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Want  to  see  more  lives 
saved  from  fire? 


Borg-Wamer's  Pyrotronics  early  warning  system  can  sense  fire  before  any  sign  of  smoke,  and 
extinguish  its  threat  with  a  nontoxic,  nondestructive  gas  for  protection  beyond  detection.  That's  Borg-Warner 
today.  And  there's  more  to  come.  In  eight  major  markets,  Borg-Warner  is  a  company  to  watch. 

Watch 

Bora-Warner 


For  an  annual  report  write:  Borg-Warner,  Dept.  50. 200  South  Michigan  Avenue,  Chicago,  Illinois  60604 


The  Money  Men 

breath  and  jumped  back  into  the  mar- 
ket, posting  a  4%  increase  in  the 
fourth  quarter.  "It  was  a  crisis  but  also 
an  opportunity,"  says  O'Higgins.  "I 
thought,  'Gee,  my  clients  are  mad  at 
me,  but  I'm  still  up  7'/2%  for  the  year 
when  everyone  else  is  down  2%. 
There  must  be  some  unhappy  people 
out  there — someone  else's  clients.'  " 
In  the  end,  O'Higgins  did  snare  sever- 
al accounts  from  his  competitors. 

O'Higgins  is  most  aggressive  when 
he's  actually  most  vulnerable  because 
he  grew  familiar  with  sudden  changes 
in  his  fortunes.  His  family  lost  every- 
thing twice.  The  second  time  was 
when  O'Higgins  was  14  and  his  father 
abaiidoned  his  bankrupt  soap  and  per- 


fume factory  in  New  Jersey.  "That 
prepared  me,"  O'Higgins  says. 

It  gave  O'Higgins  confidence  to  be 
independent.  In  1978  he  was  a  stock- 
broker for  White,  Weld  &  Co.,  making 
$40,000  a  year  supporting  his  wife  and 
two  kids.  As  White,  Weld's  business 
was  softening,  O'Higgins  decided  to 
go  it  alone.  He  rustled  up  clients  from 
his  roster  of  White,  Weld  customers. 
He  owned  the  brownstone  where  he 
lived,  and  "my  only  real  expense  was 
food,"  he  explains.  O'Higgins  also 
persuaded  his  former  secretary  to  type 
for  him  in  her  spare  time — on  a 
White,  Weld  typewriter — and  he  used 
the  local  library  to  copy  papers. 

At  first  O'Higgins  had  to  overcome 
his  salesman's  instincts.  "People 
don't  like  to  be  sold  directly  by  a 
money  manager;  they  want  to  call 


you,"  he  says.  So  he  began  what  he 
calls  third-party  selling.  O'Higgins 
calls  local  lawyers  and  accountants, 
often  blindly,  asks  them  to  lunch  and 
pitches  his  investment  skills.  "These 
are  the  people  that  other  people,  po- 
tential clients,  will  ask  for  advice,"  he 
explains.  Location  helps,  too,  since 
there  are  few  professional  money 
managers  in  the  Albany  area. 

O'Higgins,  who  says  revenue  from 
his  current  accounts  approaches 
$150,000,  appreciates  that  his  clients 
could  disappear  overnight.  But  for 
him  that's  part  of  the  fun.  "When  I 
decided  to  start  this  business,  my  wife 
asked  me  what  would  happen  if  I  did 
poorly  and  people  sued  me,"  O'Hig 
gins  says  with  his  characteristic 
laugh.  "I  told  her,  'Honey,  it's  simple. 
We  lose  everything.'  "  ■ 


Control  Data  may  have  had  good  inten- 
tions toward  its  workers  in  South  Korea, 
hut  good  intentions  weren 't  enough. 


The  reluctant 
union  buster 


By  Pamela  Sherrid 


Atrip  to  the  Orient  always 
promises  adventure,  but  a  few 
b  months  ago  two  Minneapolis 
businessmen  got  more  thrills  than 
they  bargained  for. 

The  Control  Data  Corp.  executives, 
Roger  Wheeler  and  Edward  Vargon, 
flew  to  South  Korea  to  mediate  a  labor 
dispute  at  a  Seoul  computer  compo- 
nent plant  where  most  of  the  workers 
were  young  women.  Reacting  to  com- 
plaints from  U.S.  church  groups,  the 
two  Americans  v/ere  looking  into  the 
firing  of  six  workers  who  had  instigat- 
ed a  slowdown,  but  the  Korean  gov- 
ernment insisted  on  punishing  the 
troublemakers.  After  explaining  this 
impasse  to  union  leaders,  the  Ameri- 
cans were  getting  up  to  leave  the  plant 
at  the  end  of  the  day. 

Suddenly,  80  assembly-line  work- 
ers pressed  into  the  small  conference 
room.  "The  union  leaders  said,  'Look, 


South  Korean  President  Chun  Doo-I/iccm 
Getting  tough  with  labor. 

you're  not  going  to  leave  here  until 
you  agree  to  bring  back  those  six  em- 
ployees,' "  recalls  Vargon.  "The  girls 
were  screaming  and  shouting  and 
fainting  and  crying."  With  a  mass  of 
women  blocking  the  door,  the  two 


men  had  little  choice  but  to  sit  down 
in  shock.  Their  captors  supplied  cof- 
fee and  juice,  but  as  the  hours  went  by 
that  turned  into  its  own  kind  of  tor- 
ture. "I  had  to  decide  whether  I  could 
go  to  the  bathroom  in  my  pants  with 
dignity,"  Wheeler  recalled. 

Finally,  a  Korean  male  manager 
slammed  his  fist  on  the  table  and  de- 
clared that  the  honor  of  South  Korea 
was  at  stake.  He  led  the  two  Ameri- 
cans to  the  bathroom.  In  the  privacy 
of  the  urmals,  the  Americans  were 
free  to  plan.  None  of  the  detainers 
spoke  English,  so,  back  in  the  confer- 
ence room,  Wheeler  placed  a  call  to 
Minneapolis  under  the  pretext  of  dis- 
cussing the  rehinngs. 

Instead  he  explained  his  predica- 
ment to  CDC  Deputy  Chairman  Nor- 
bert  Berg,  who  set  a  rescue  party  in 
motion  by  calling  Senator  David  Dur- 
enberger  (R-Minn.).  That  got  the 
State  Department  involved.  Finally, 
Korean  police  arrived  at  the  plant  in 
the  wee  hours  of  the  morning. 

The  next  day  the  Americans  were 
safely  on  their  way  back  to  the  Mid- 
west, but  CDC's  troubles  were  far 
from  over.  Its  fundamental  problem 
in  Korea  was  the  all-too-familiar  one 
of  technological  change.  Microelec 
tronics  had  overtaken  the  workers' 
painstaking handwinng,  employment 
had  fallen  and  CDC  officials  say  clos- 
ing their  Seoul  facility  was  inevitable. 

The  company,  however,  was  also 
trapped  on  a  political  battleground  be- 
tween a  government  willing  to  use 
authoritarian  tactics  to  keep  labor 
costs  in  line  and  a  singularly  militant 
union.  When  he  came  to  power  in 
1980,  President  Chun  Doo-Hwan 
purged  the  labor  unions,  leaving  them 
even  weaker  than  under  his  assassi- 
nated predecessor,  Park  Chung-Hee. 
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Two  of  thefew  things 
you  can  count  on. 


 nrVlOtl 


there's  so  little  to  be  sure 


of  ^erica's  most  respect*,  insurance 
— S'iuse  oftj.speo.pro~ 


Is  this  because  "  ; -  "ucy?  Because 
we know  how  to  write  m  o  apaHg^ 

S^SWK rofbSuse  of  our 
tSorresponsivec^e^  ^ 
T,'s  all  of  these  things  and  more  ij 


;rciai  msuia..'   „.,„.  nf  nrotection 


CHUBB 

.   -^o  r.nmoanies 


too  William  Street,  New 


EXPORT  COUNTRY 


A  shrinking  world  has  put  South  Africa's  wealth  of 
raw  materials  and  competitively  priced  finished 
goods  almost  at  your  doorstep.  Our  computer  link 
puts  you  in  direct  touch  with  exporters  of  products  you 
need.  Modern  transportation  facilities  speed  your 
order,  insuring  confirmed  delivery  dates.  Write  or 
call  one  of  our  offices  to  learn  how  your  competitors 
are  taking  advantage  of  our  strategic  minerals,  agri- 
cultural and  mining  machinery,  auto  parts,  oil  drill- 
ing equipment,  foundry  products,  a  range  of  items 
from  fine  footwear  and  knockdown  furniture  to  excel- 
lent wines,  exotic  food  products  and  high  fashions. 

Investment  Inducements 

A  healthy  economy,  competitive  labor,  an  excellent 
infrastructure,  a  fine  banking  system  and  an  abun- 
dant supply  of  most  raw  materials  are  only  a  few  of 
the  reasons  why  you  should  invest  in  South  Africa. 
In  1980  foreign  investors,  including  260  major  U.S. 
companies,  made  an  average  profit  of  20%.  One  of 
our  U.S.  offices  can  provide  complete  information 
on  all  aspects  of  investment,  including  the  generous 
incentives  that  are  available  to  investors. 

SOUTH  AFRICA 


Contact  an 
office 

listed  at  right. 
Your  inquiry 
will  receive 
our  personal 
attention. 


Deputy  Consul  General  (Commercial) 

South  African  Consulate  General 

425  Park  Ave. ,  New  York,  NY  10022  (212)  838-1700 

The  Consul  (Commercial) 

South  African  Consulate  General 
1980  S.  Post  Oak  Blvd.,  Suite  1520 
Houston,  TX  77056  (713)  850-0150 

444  N.  Michigan  Ave.,  Suite  3100 
Chicago,  IL  60611  (312)  828-9200 

9107  Wilshire  Blvd. ,  Suite  400 
Beverly  Hills,  CA  90210  (213)  858-0380 


Don't  make  your  mail 
come  looking  for  you. 


If  you  don't  notify  everybody  at 
least  one  month  before  you  move, 
some  of  your  favorite  mail  may 
spend  a  lot  of  time  looking  for  your 
new  address. 

You  can  pick  up  a  free  Change-  f^£'\ 
of-Address  Kit  at  the  Post  Office    f  M  \ 


to  make  notifying  even  easier. 

Also,  be  sure  to  look  in  magazines 
and  use  the  convenient  change-of- 
subscription  form  as  well. 

Moving  should  be  an  enjoyable 
experience.  But  it  won't  be  fun  if 
your  mail  gets  left  behind. 


Let  everybody  k  now  where  you're  moving  to. 


c'  USPS  1981 


Still,  CDC's  union  had  unusual! 
Strength  because  the  company  pro- 
tected it  from  the  government's  toughj 
policies.  CUC  led  the  Korean  elecJ 
tronics  industry  m  wages.  The  unioni 
also  had  close  ties  with  a  Christian! 
activist  group  that  "teaches  workers) 
to  organize,"  says  a  State  Department 
expert.  "That's  tame  stuff  to  us,  but  jfl 
a  Confucian  society  it  seems  radical."! 

Finally,  CDC's  own  blunders  did 
not  help.  "The  company  did  not  keen 
its  Korean  management  or  union  inn 
formed  about  its  economic  prowl 
lems,"  says  a  State  Department  oml 
cial,  and  CDC  underestimated  the  ad-j 
versanal  tensions  in  Korea.  Thcsq 
cultural  crossed  wires  short  circuited! 
into  ugly  violence  in  July.  Rumors) 
began  to  fly  that  CDC  had  decided  td 
close  its  plant  for  good.  Through  the 
human  rights  network,  however,  the 
union  heard  the  news  before  manage- 
ment. Left  in  the  dark  by  headquar-- 


The  Korean  government 
used  the  closing  to  launch 
an  antilabor  media  blitz,  in- 
eluding  documentaries  on 
the  evils  of  church  activists* 


ters,  CDC's  Korean  supervisors — all 
male — felt  that  the  union,  not  techn 
nology,  was  costing  them  their  jobsj 
As  the  women  workers  were  leaving 
work  on  a  Friday  evening,  the  managj 
ers  attacked  the  union  leaders.  Five 
women  were  hospitalized. 

The  Korean  government,  used  the 
plant  closing  to  launch  an  antilaboi 
media  blitz,  including  TV  documen- 
taries on  the  subversive  nature  of  reli- 
gious activists.  U.S.  church  leaders 
don't  dispute  CUC  s  right  to  close  arl 
obsolete  plant;  they  are  dismayed  ai 
the  timing  and  the  Korean  govern- 
ment's reaction.  Now  the  National 
Council  of  Churches  threatens  tq 
raise  this  issue  in  every  country  where 
CUC  operates.  The  company  says  it  is 
offering  generous  severance  pay  and 
retraining  to  the  laid-off  workers — but) 
the  churchmen  are  skeptical. 

If  this  sounds  like  a  mess,  it  is — all 
the  more  so  because  CUC  has  already 
tangled  with  church  groups  over  its 
role  in  South  Africa.  The  South  Kore- 
an government  isn't  a  clear-cut  villain 
either.  It  is  afraid  that  strong  unions 
would  shift  foreign  investment  tc 
lower-wage  countries  like  Indonesia 
and  the  Philippines.  The  lesson:  It 
takes  far  more  than  good  intentions  td 
manage  Third  World  workers,  and  big 
corporate  headaches  can  result.  Rej 
member  that  when  you  are  thinking 
about  closing  that  plant  in  Ohio.  ■ 
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The  old  grey  hare  just  ain't  what  he  used  to  be. 


Old  age  and  poor  circulation  go  hand  in  hand    and  the  bunny 
isn't  getting  any  younger  In  fact,  since  1972,  Playboy's  total 
circulation  has  tumbled  by  more  than  16  million  copies  or  25%. 
(While  Penthouse  increased  its  total  circulation  by  129%  in  the 
same  period 


But  the  greatest  blow  of  a 
the  real  battleground  for 
competitive  sales. 
Playboy's  once  imposing 
newsstand  presence  has 
collapsed  by  49%  (During 
the  same  10-year  period, 
Penthouse  enlarged  its 
newsstand  sale  by  1 19%  to 
become,  issue  for  issue, 
the  industry's  all-time 
biggest  provider  of  profits.) 

And  What 
About  Demographics? 

Playboy's  upscale 
readership  has  fallen  on 
equally  difficult  times  Male 
readers  with  college 
educations  are  down  15% 


was  on  the  newsstands, 


The  last  10  years 

Comparison  between  Penthouse 
and  Playboy  from  1972  through  1981 

Playboy 

Penthouse 

Newsstand  Circulation 

-49% 

+  119% 



Total  Circulation 

-25% 

+ 1 29% 

Total  Male  Readership 

-21% 

+  348% 

Men  Attended/Graduated  College 

-15% 

+  292% 

,  1 

Men  Protessional/Managerial 

-26% 

+  306% 

Male  readers  with  professional  and  managerial  positions  are 
down  26%. 

The  reverse  is  true  for  Penthouse.  According  to  SMRB, 
today's  Penthouse  younger  reader  is  more  affluent,  and  holds  a 
higher  position  in  business  than  the  reader  of  Playboy.  What's 
more,  Penthouse's  college  educated  male  readership  is  up 

292%.  And  its  professional 
and  managerial  readership 
is  up  306% 

The  Reason. 

Playboy  magazine  hasn't 
changed  all  that  much  in 
the  last  10  years,  but  the 
world  has!  And  so  has  its 
tastes  and  expectations 

Today's  trend-setters 
and  opinion-makers  have 
a  choice:  safe,  non- 
controversial,  predictable 
Playboy  or  provocative, 
proud  and  controversial 
Penthouse.  The  figures 
speak  for  themselves 


The  PLAYBOY  reader...  his  lust  was  for  a  better  magazine. 


Combining  two  parts  hydrogen  with  one 
part  oxygen  isn't  as  easy  as  you  would 
think.  Combining  professors  and  business- 
men may  not  be  either. 

Business  goes 
to  college 


By  Paul  B.  Brown 


Researchers  work  at  Canu  "Je -Mellon  University's  Robotics  Institute 
Joining  forces  with  th      est  and  brightest. 


W'  HEN  IBM  ANNOUNCED  LAST 
month  that  it  will  give  $50  mil- 
lion in  cash  and  equipment  to  20  engi- 
neering  schools,  it  became  part  of  . 
rapidly  growing  list  of  corporations 
trying  to  join  forces  with  the  brains  aj 
the  nation's  top  universities. 

Appealing  as  it  may  seem  to  enlist 
the  nation's  115,000  research  profes- 
sors and  their  students  in  the  battle  tc 
make  industry  more  productive 
IBM — like  Monsanto,  Exxon  and  the 
others  before  it — will  find  the  mergei 
won't  be  accomplished  by  just  writing 
out  a  check. 

But,  the  incentive  is  there  for  both 
to  try. 

For  the  nation's  100  or  so  majo: 
research  universities  the  carrot  is 
grant  money.  Up  until  recently,  i 
didn't  much  matter  if  the  work  bein$ 
done  in  a  university  had  any  commer 
cial  application.  Two-thirds  of  univer 
sity  research  funding  came  from  ; 
nonprofit  entity — the  government— 
which  has  little  interest  in  the  com 
mercial  applications  of  discoveries. 

But  this  is  beginning  to  change,  as 
Uncle  Sam  starts  to  tighten  the  purse 
strings.  By  next  year  federal  funding 
to  universities  for  basic  research  wil 
have  declined  8%  (in  constant  dol 
lars)  since  1967.  In  addition,  universi 
ties  have  been  losing  bright  younj 
faculty  members  to  business,  whicf 
offers  better  research  equipment  anc 
more  money. 

Paul  Gray,  president  of  MIT,  sum; 
up  the  situation:  "The  research  uni 
versities  in  the  U.S.  are  in  a  fragile  anc 
somewhat  anemic  state,  followinji 
more  than  a  decade  of  declining  finan 
cial  support,  fierce  inflation  and  flag 
ging  public  support." 

So  the  nation's  top  research  univer 
sities  are  starting  to  accept  tentative 
offers  of  financial  support  from  busi 
ness.  Monsanto  recently  gave  Wash 
ington  University  in  St.  Louis  $23. f 
million  for  research  in  peptides  anc 
proteins.  Stanford  received  $14  mil 
lion  from  19  companies  to  study  inte 
grated  circuitry.  Exxon  sent  $8  mil 
lion  to  MIT  to  fund  combustion  re 
search.  In  all,  corporations  gavi 
universities  $236  million  for  projec 
research  in  1980.  While  that  is  jus 
6%  of  the  $4  billion  the  governmen 
spent  on  academic  research  last  year 
it  still  represents  a  doubling  of  corpo 
rate  funding  in  just  three  years. 

The  advantages  to  business  fo 
funding  academic  research  are  clear 

•  There  are  673,000  full-time  scien 
tific  research  positions  in  the  U.S 
according  to  National  Science  Foun 
dation  figures,  and  more  than  25%  o 
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them  aren't  in  industry. 

•  Giving  grants  to  universities  is 
cheaper  than  doing  the  work  in- 
fiouse.  There  are  no  laboratories  to 
build,  no  salaries  for  support  staff  and 
no  perks.  The  research  employees 
still  work  for  the  university. 

•  Funding  the  research  gives  corpo- 
rate research  and  development  staffs 
easier  access  to  other  bright  minds  in 
their  field — minds  that  may  have  a 
different  perspective. 

•  Providing  grants  also  helps  ensure 
i  better  future  crop  of  corporate  re- 
searchers. "There  is  an  urgent  need 
:or  advanced  educational  programs 
:hat  combine  industrial  and  engineer- 
ing disciplines,  computer  sciences 
ind  business  administration,"  says 
IBM  President  lohn  Opel.  "We  want 
:o  be  part  of  that  cooperative  effort." 

Never  have  these  advantages 
seemed  so  appealing  to  U.S.  industry. 
\s  sharply  increased  foreign  competi- 
:ion  has  sent  America  searching  for 
lew  ideas  to  stay  ahead,  business  has 
started  to  wonder  whether  research 
Deing  done  at  universities  could  be  an 
mportant  ally. 

Some  universities  are  years  ahead 
in  areas  that  corporations  now  be- 
ieve  can  be  profitable.  One  example 
s  hybridoma  research — where  cancer 
:ells  and  antibody  cells  are  combined 
:o  form  a  hybrid  cell  which  produces  a 
3ure  antibody  that  can  reproduce  end- 
essly.  Another  example  is  recombin- 
int  DNA.  Here,  characteristics  of  one 
organism,  say  from  a  cell  of  an  animal 
:hat  can  produce  insulin,  are  intro- 
duced into  a  cell  of  another  organism 
Adhere  they  are  wanted.  Major  univer- 
sities, like  Stanford  and  Washington 
Jniversity,  have  been  doing  this  re- 
search for  years,  while  it  has  been 
/irtually  ignored  by  business. 

So  if  both  sides  are  willing,  why 
.von't  we  soon  see  a  steady  flow  of 
new  products  coming  from  those  ivy- 
:overed  laboratories?  Well,  to  start 
/vith,  business  and  universities  don't 
hink  in  the  same  terms. 

Edward  David  Jr.,  president  of 
ixxon  Research  &.  Engineering  Co., 
:xplains:  "To  the  industrialist,  paying 
or  research  implies  ownership  of  the 
esults,  which  are  used  to  establish  a 
proprietary  competitive  advantage  if 
it  all  possible.  University  faculty  con- 
iidcr  themselves  a  community  of 
scholars  whose  primary  objective  is 
he  creation  of  knowledge.  Commer- 
ualization  of  that  knowledge  is  seen 
)y  some  academicians  as  exploitation 
)f  the  public." 

Universities  also  tend  to  dislike  the 
tusinessman's  short-term  focus  on  fi- 
lancial  results,  which  leads  to  re- 
search designed  to  improve  an  exist- 
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In  financial  futures,one  company  stands  out. 


Tick,Tick,Tick. 

Imagine  living  with  a  potential  time  bomb  inside  you.  That's  exactly  what 
it's  like  tor  the  thousands  of  sons  and  daughters  of  Huntington's  Disease  victims. 

They  wait.  Hoping  that  the  50/50  odds  of  inheriting  this  terrifying,  fatal 
illness  fall  in  their  favor.  With  no  possible  way  of  knowing  if  and  when  it  will  strike. 

Until  the  bomb  goes  off. 
Give  generously  to  the  National  Huntington's  Disease  Association. 

Help  make  this  generation  its  last. 

H>  National  Huntington's  Disease  Association  128A  East  74  Street,  NY,  NY  10021 


This  space  contributed  by  publisher 
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How  Royal  flies 


the  copier  compe 


i 


A  startling  comparison  for  the 
company  that  makes  a  lot  of  copies. 


iefore  you  invest  in  a 
igh-volume  copier  for  your 
ompany,  compare! 
1  You'll  find  that  for  price  and 
erformance  the  new  Royal 
45R  non-stop  copying  system 
;aves  the  competition  on  the 
round.  The  facts  are  startling. 
:  For  non-stop  productivity,  the 
loyal  145R  copying  system 
icorporates  a  unique,  extra 
irge  2,000  sheet  paper  supply 
hat's  1,000  sheets  more  than 
le  Xerox  5400  and  4500)  and 
Jectronic  Paper  Selection 
EPS).  The  EPS  automatically 
elects  the  correct  paper  size 
om  up  to  three  different  sizes 
tored  in  the  copier. 

What's  more,  the  Royal  145R  copies  at  the  rate  of  45 
Dm  with  fully  automatic  document  feeding  and  sorting/ 
Dilating.  For  added  convenience,  the  Royal  145R  offers 


Royal R 145R  Non-Stop  Copier 


full  reduction  capability.  With 
the  Royal  145R  copying 
system  you  spend  more  time 
on  productive  work,  less  time 
operating  the  copier. 

The  Royal  145R  copies  and 
collates  documents  up  to 
11"X17".The  Xerox  5400, 
4500  and  2400  only  handle 
documents  up  to  8V2"  X 14". 

The  Royal  145R  has  a 
great  many  other  advantages, 
including  a  far  superior  self- 
diagnostic  system.  And,  like 
all  Royal  copiers,  it  offers  you 
outstanding  reliability. 

Yet,  with  all  this,  you  can 
usually  land  the  Royal  145R 
copying  system  for  less  than  any  comparable  Xerox 
copying/collating  system. 

It's  refreshing  to  find  a  company  that  believes  in 
non-stop  copying. .  .not  non-stop  paying. 


Features 

Royal  145R 

Xerox  5400 

Xerox  4500 

Xerox  2400 

PAPER  SUPPLY 
Type 

Dual  Tray/Large 
Capacity  Tray 

Dual  Tray 

Dual  Tray 

Single  Tray 

Capacity 

250/250/1500 

500/500 

500/500 

2000 

Paper  Size 
Selection 

Automatic 

Console  Button 

Console  Button 

Cassette 
Change  Required 

MINIMUM/MAXIMUM 
COPY  SIZE 

51/2x8y2/11x17 

8X10/8V2X14 

8x10/8'/2Xl4 

8x10/8'/2Xl4 

CONTROLS 

Quantity 

Selector 

1-999 

1-99 

1-99 

1-499 

COPIER  SPEED 
First-Copy  Time 

4.5  sec. 

7  sec. 

7  sec. 

9  sec. 

Multi-Copy  Speed 

45  CPM 

45  CPM 

45  CPM 

40  CPM 

REDUCTION 

77%,  65% 

None 

None 

None 

DOCUMENT  FEEDER 
Type 

Automatic/ 
Semi-Automatic 

Semi-Automatic 

None 

Automatic 

Maximum  Original  Size 

11x17 

8V2x14 

8V2X14 

8V2X14 

SORTER 
Bins 

Bin  Capacity 
Maximum  Copy  Size 

20 
50 

11x17 

20 
50 

8V2x14 

20 
50 

8V2X14 

10 

150 

8V2X14 

ROYAL 

ROYAL  BUSINESS  MACHINES.  INC 

A  copier  for  every  task. 

For  more  information  Call  toll-free  1-800-547-5995. 

Or  write  Royal  Business  Machines,  Inc.,  Dept.  510,  500  Day  Hill  Road,  Windsor,  CT  06095 


:erox  is  a  registered  trademark  of  the  Xerox  Corporation. 

Royal  is  a  registered  trademark  of  Royal  Business  Machines,  Inc 
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I  SUBSIDIARY  OF  TRIUMPH-ADLER 


ing  product  instead  of  trying  to  create 
new  ones.  There  is  often  a  practical 
reason  for  this  bias  among  academics: 
The  California  Institute  of  Technolo- 
gy (Cal.  Tech.),  for  example,  rarely 
will  award  a  Ph.D.  to  a  student  if  his 
research  only  involves  improving  an 
existing  product.  Not  surprisingly, 


corporate  researchers  agree  with  their 
university  colleagues  on  this  point. 
"You  don't  invent  the  transistor  by 
starting  with  the  vacuum  tube,"  says 
C.  Kumar  N.  Patel,  executive  director 
of  research  physics  at  Bell  Laborato- 
ries. "You  have  to  look  at  problems 
from  a  different  perspective." 


Those  problems  are  being  worked 
out.  Major  universities  are  developing  1 
corporate  funding  guidelines  which 
require  that  grants  can  only  specify  an  K 
area  to  be  worked  in,  not  a  particular  t, 
product.  In  return  the  corporate  spon- 1 
sor  gets  an  exclusive  license,  with  the  BP 
understanding  he  will  do  his  best  toL- 
exploit  the  finding.  (The  intent  is  to  r 
prevent  a  corporation  from  sitting  on  I* 
research  that  would  hurt  it  competi-  [ 
tively.)  In  cases  of  joint  funding,  like  m 
the  integrated  circuit  project  at  Stan- 1 
ford,  the  research  findings  are  pooled 
and  everyone  can  draw  on  them.  ; 

It  is  probably  in  the  long-term  best  I 
interest  of  most  businessmen  to  go  I 
along  with  these  guidelines,  frustrat  I 
ing  as  they  may  seem.  Why?  In  ex- 1 
change  for  their  cooperation — and  L 
money — they  get  to  market  the  re- 1 
suits  of  the  research  right  away.  Left  I 
to  their  own  devices,  university  pro- I 
fessors  agree  that  it  usually  takes  20 1 
years  from  the  time  an  idea  is  con- I 
ceived  until  its  introduction  in  the  I 
marketplace.  "There  is  no  question  1 
that  the  closer  business  ties  will  help  I 
reduce  this  delay,"  says  Washington  I 
University  Associate  Vice  Chancellor  I 
Edward  MacCordy. 

Tlhe  main  reason  for  the  delay,  of  I 
course,  is  that  professors,  as  a  rule,  T 
just  don't  have  any  marketing  exper- 1 
tise  and  don't  want  to  develop  any.  I 
Their  job,  they  say,  is  to  discover  If 
things  and  explain  what  they  have  I  j 
found.  Thomas  Tsakalakos  is  a  good  I 
example.  As  a  graduate  student  at  If 
Northwestern  in  the  mid-1970s,  Tsa-I' 
kalakos  wrote  his  dissertation  about  a  I 
new  process  that  would  improve  the|( 
stiffness  of  several  metal  alloys,  likelj 
aluminum  and  copper,  by  30%  to  l. 
50%.  If  commercially  feasible,  thej' 
idea  could  prove  important  to  the  1 1 
automotive  and  aircraft  industries,  I 
which  are  always  looking  for  ways  to<l , 
make  their  products  lighter  and  more  I 
fuel-efficient.    But    nothing  muchJ; 
came  of  Tsakalakos'  dissertation. 

Seven  years  later,  Tsakalakos,  now  I 
33   and   an  associate   professor  at  I 
Rutgers,  is  once  again  publishing  a  I 
paper  on  alloys.  This  time  the  response  I 
is  very  different:  "I  have  gotten  some- 1 
thing  like  50  letters  asking  for  more  I 
information."  Flattered  as  he  is  by  the 
attention,  Tsakalakos  would  rather 
talk  about  his  recent  trip  to  Africa, 
where  he  taught  material  science, 
than  talk  about  the  possible  commer- 
cial  application   of   his   discovery.  | 
"They  are  so  eager  to  learn,"  he  says. 

Is  there  a  more  efficient  way  to  en-  I 
sure  that  the  scientist  and  the  busi- 
nessman get  together?  What  about  a 
federal  research  clearinghouse,  for  ex-  I 
ample?  That  idea  is  flatly  dismissed  I 


Competing  robots 


In  a  laboratory  at  Rensselaer 
Polytechnic  Institute  in  Troy, 
N.Y.,  graduate  students  and  facul- 
ty members  are  working  to  develop 
a  sense  of  touch  in  robots  so  the 
robots  can  perform  inspection  du- 
ties. The  $60,000  project  is  funded 
by  General  Electric. 

Across  the  state  border  in  Pitts- 
burgh, Carnegie-Mellon  Universi- 
ty researchers  are  also  working  to 
create  robots  that  can  tell  the  dif- 
ference between  picking  up  a  brick 
and  picking  up  a  marshmallow. 
With  this  ability  robots  can  be  put 
to  work  placing  electrical  compo- 
nents on  a  printed  circuit  board. 
Westinghouse  has  poured  more 
than  $1  million  into  this  project. 

GE  and  Westinghouse,  two  com- 
panies that  have  competed  in  ev- 
erything from  light  bulbs  to  nucle- 
ar energy  systems,  are  now  com- 
peting in  the  development  of 
automation  systems  for  the  factory 
of  the  future.  And  each  company  is 
awarding  several  million  dollars' 
worth  of  research  contracts. 

Some  60  full-time  scientists  and 
engineers  staff  Carnegie-Mellon's 
three-year-old  Robotics  Institute, 
initially  sponsored  by  Westing- 
house, with  another  80  students 
and  faculty  members  working  part 
time.  The  11  labs  that  constitute 
the  $5  million-a-year  (contracts) 
center  conduct  research  in  all  areas 
of  automation,  from  walking  ro- 
bots (right  now  they  are  only  hop- 
ping), to  sensor  technologies  using 
lasers,  to  total  manufacturing  sys- 
tems. Two  Westinghouse  high-vol- 
ume factories — a  Baltimore  de- 
fense plant  and  a  North  Carolina 
turbine  plant— will  be  the  recipi- 
ents of  this  new  technology. 

Westinghouse  is  also  sending  its 
researchers  to  Carnegie-Mellon  to 
speed  implementation  of  the  tech- 
nology. "You  can't  just  supply 
money  to  a  university  and  expect 
to  come  out  with  a  manufacturing 
system,"  says  Tony  Massaro,  gen- 


eral manager  of  Westinghouse's  in- 
dustry automation  division.  "If 
you  want  to  go  directly  from  the 
idea  to  implementation,  there  has 
to  be  an  exchange  of  people." 

The  three-year-old  Rensselaer 
Center  for  Manufacturing  Produc- 
tivity and  Technology  Transfer, 
founded  with  seed  money  from 
GE,  operates  much  like  the  Carne- 
gie-Mellon center  does.  Conduct- 
ing similar  research,  the  Rensse- 
laer center  employs  eight  project 
engineers  with  master's  degrees 
and  industrial  experience  who  ride 
herd  over  the  students  and  faculty 
involved  in  the  projects. 

But  GE  is  using  the  center  differ- 
ently. "Rather  than  turn  the  uni- 
versity loose  and  say,  'Have  at  us,' 
we've  been  much  more  prescrip- 
tive in  terms  of  what  we  think  we 
could  use  right  now,"  says  George 
Kuper  of  GE.  For  example,  a  recent 
project  developed  the  use  of  ultra- 
sonics in  measuring  the  elongation 
of  bolts.  GE  then  puts  the  pieces  of 
new  technology  to  use  in  a  factory 
system  designed  in-house. 

Why  contract  a  university  to  do 
the  research?  To  use  the  universi- 
ty's expertise  and  to  screen  future 
employee  prospects.  Kuper  also 
says,  "It  looked  to  us  like  this  was 
one  way  of  raising  the  level  of  in- 
terest among  faculty  in  shop  floor 
problems." 

Tressa  Stratman,  coordinator  of 
industrial  relations  for  Carnegie- 
Mellon,  says  there  has  been  in- 
creased pressure  from  corporations 
on  campus,  and  some  correspond- 
ing resistance  from  the  university. 
Still,  Stratman  adds  a  bit  more 
pragmatically,  "If  it  were  not  for 
industry,  we  would  not  have  a  test 
bed  for  a  lot  of  the  research  tech- 
nology coming  out  of  the  institute. 
And  without  that  test  bed,  we  may 
be  pursuing  pipe  dreams.  And  no 
research  institute  can  survive  sole- 
ly by  pursuing  interesting  research 
problems."— Laura  Rohmann 
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25%  of  all  the  oil  and  gas  the  world  uses  comes  through 
our  equipment. 


C-E  equipment  helps  find  it, 
drill  for  it,extract  it,  prepare  it 
for  the  pipeline,  process  it, 
move  it,  and  refine  it. 

All  over  the  world,  Combustion 
.Engineering  and  its  companies 
tare  helping  to  meet  the  continu- 
ing need  for  oil  and  gas. 

In  dozens  of  countries,  C-E 
INatco  equipment  helps  prepare 
oil  and  gas  for  the  pipeline.  C-E 
I  Crest  has  designed  systems  that 
produce  10  million  barrels  of  oil 
a  day.  Vetco  Offshore,  another 
C-E  company,  provides  systems 
'that  are  found  in  every  offshore 
i producing  area  of  the  world. 

For  the  Arabian  American 
Oil  Company  (ARAMCO),  C-E 
Lummus  engineered  and  pro- 
vided overall  project  manage- 
ment for  the  world's  largest 
modular  construction  project: 


over  30  giant  desalting  units 
spread  across  5,000  square 
miles  in  eastern  Saudi  Arabia, 
with  a  total  desalting  capacity  of 
over  six  million  barrels  per  day. 

C-E:  World  leader  in 
energy  technology. 

We're  helping  to  find  and  bring 
in  oil  and  gas.  Upgrading  and 
building  refineries  and  petro- 
chemical plants.  Developing 
cleaner,  more  efficient  ways 
electric  utilities  and  other  indus- 
tries can  use  coal.  Providing 
equipment  and  services  for  nu- 
clear power  generation.  Supply- 
ing a  wide  range  of  mineral-based 
products  to  paper,  steel  and  alum- 
inum producers.  And  leading 
the  way  in  the  development  of 
alternative  fuels. 

For  more  information  about 


our  diverse  lines  of  business, 
and  a  five-year  summary  of  our 
Financial  Highlights,  write  Com- 
bustion Engineering,  Inc. ,  Dept. 
7004-241,  900  Long  Ridge  Road, 
Stamford,  CT,  USA  06902. 


Era  COMBUSTION 
ENGINEERING 

The  Energy  Systems  Company 


by  President  Reagan's  science  advis- 
er George  A.  Keyworth  II.  "We 
would  make  a  mess  of  it,"  he  says 
candidly.  "Every  time  the  govern- 
ment tries  to  enter  the  private  sector 
to  spur  research,  it  has  laid  an  egg. 
All  you  have  to  do  is  look  at  the 
synfuel  program." 

The  problem  may  take  care  of  itself. 
As  more  corporations  fund  academic 
research,  fixed  patterns  of  communi- 
cations should  develop.  To  make  the 
process  even  easier,  faculty  and  gradu- 


ate students  might  be  encouraged  to 
work  more  closely  with  corporations 
through  more  extensive  use  of  sabbat- 
icals and  work/study  programs. 

Meanwhile,  industry  is  becoming 
more  sensitive  to  the  needs  of  acade- 
mia.  Says  Emil  Sarpa,  corporate  man- 
ager of  academic  relations  for  Intel: 
"With  the  federal  government  and 
other  sponsors  backing  off,  the  whole 
future  of  basic  research  is  in  jeopardy. 
If  everyone  took  the  position  that 
they  were  only  going  to  do  the  type  of 


Numbers  Game 


How  much  need  banks  tell  their  sharehold- 
ers about  offshore  loan  exposure? 


Breakdown? 


By  Richard  Greene 


i 


ankAmerica  concedes 
1  that  its  loan  exposure  in 
Mexico  equals  60%  of  its 
stockholder  equity,  but  the 
latest  BankAmerica  annual 
report  doesn't  even  mention 
that  country's  name.  Bank- 
America  simply  breaks 
down  its  overseas  oper- 
ations into  four  parts:  Asia; 
Europe,  Middle  East  and  Af- 
rica; Latin  America  and  the 
Caribbean;  and  North 
America. 

Citicorp,  which  reported- 
ly has  some  $2.5  billion  of 
loans  outstanding  to  Mexi- 
co— 2%  of  assets  and  58%  of 
stockholders'  equity — sim- 
ply divides  the  world  into 
four  different  components: 
North  America;  Caribbean, 
Central  and  South  America; 
Europe;  and  Asia,  Australia, 
the  Middle  East  and  Africa. 

The  SEC  merely  requires 
that  banks  break  down  their 
foreign  operations  as  they 


research  that  related  directly  to  their 
own  immediate  needs,  then  basic  re- 
search would  dry  up." 

"We  don't  expect  to  see  industry 
making  a  contribution  to  academe 
that  displaces  the  role  of  the  federal  I 
government,"  Keyworth  says.  "This 
is  not  the  objective.  The  objective  is 
to  bring  academe  to  focus  upon  the 
problems  that  are  dominant  today. 
The  problem  is  taking  our  technolo- 
gy, the  new  science,  into  our  industry 
as  rapidly  as  we  possibly  can.  ■ 


deem  appropriate.  The  only  regulation 
is  that  they  must  separate  "geographic 
areas"  in  which  they  have  over  10%  of: 
assets,  revenues  or  income.  As  a  result, 
with  few  exceptions,  banks  do  not] 
mention  the  names  of  individual  coun- 
tries. (A  notable  exception  is  Citi-J 
bank's  reference  to  Brazil,  where  it  had 
almost  $5  billion  in  assets.) 

Nobody  cares  about  this  kind  of 
disclosure  until  there's  a  major  crisis 
someplace,  as  there  has  been  recently 
in  Iran,  Poland  and  now  Mexico. 

Many  bank  accountants  oppose 
more  specific  overseas  loan  break- 
downs, however.  They  suspect  inves- 
tors might  misinterpret  the  new  infor- 
mation. When  the  news  of  Mexico  was 
first  breaking,  Manufacturers  Hanovei 
was  in  the  unfortunate  position  oi 
having  disclosed  its  $1.4  billion  expo- 
sure in  its  10-K. 

Soon  after  the  day  the) 
news  about  Mexico's  second 
devaluation  struck,  Manu- 
facturers' stock  dropped  b> 
three  points  and  spread  in- 
vestor fear.  But,  within  i 
day,  investors  realized  that 
Manufacturers'  exposure  in 
Mexico  was  not  out  of  line 
with  other  major  banks. 

In  such  an  emotional  ares 
as  foreign  loans,  the  bant 
accountants  fear  disclosing 
country-by-country  infor 
mation  that  might  lead  tc 
worse  panics.  They  ma} 
have  a  point.  They  alsfl 
argue  that  segregation  carj 
be  carried  too  far.  If  yoi 
name  individual  countries 
can  individuals  or  compa 
nies  be  far  behind?  Bu 
there's  also  a  strong  argu 
ment  for  more  disclosure 
Loans  to  countries  repre 
sent  a  huge  portion  o 
many  banks'  portfolios — sq 
large  that  they  woulo 
g£p  threaten  the  entire  bank': 
—     future  if  endangered.  ■ 
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Go/d  Starr  of  America  Inc., 
a  member  of  The  Lucky 
P  Group,  announces  the  opening 
■y  o/ /?s  new  co/or  7"K  factory  in 
Huntsville,  Alabama. 


y  -jars  ■' :  «■ 
-    V ■  .\v\Mi 

v.  ,M 


This  year  marks  the  centennial  of 

diplomatic  relations  between  S-*.S|^^MK» .... 

the  United  States  and  the  Republic  'VwiHjfi^^^Wi'i 
of  Korea.      '  v  " 


mm  i 


Ringing  Out  the  News  of 
Business  Friendships  that  Really  Work 


One  important  part  of  The  Lucky  Group's  35 -year 
tradition  is  making  mutually  beneficial  business 
partnerships  that  really  work.  This  includes  more 
than  a  dozen  of  Korea's  most  highly  successful  joint 
ventures  and  technical  tie-ups,  and  now  it  extends 
to  investment  overseas  in  new  manufacturing 
subsidiaries. 

Through  its  work  in  chemicals,  semiconductors 
and  computers,  electronics  and  communications, 
energy  and  resources,  insurance  and  securities,  and 
public  services,  The  Lucky  Group  has  rung  up  a 
fine  record  of  growth,  a  good  indication  of  how 


well  our  programs  of  cooperation— and  research 
and  development  —  are  doing. 

Keep  listening  and  you'll  hear  more  of  The 
Lucky  Group  ringing  out  the  great  changes  that 
are  coming  to  the  industries  of  not  only  Korea  but 
the  world. 

For  more  information  contact  our  trading 
house,  Bando  Sangsa  Co. ,  Ltd.  ,  537  Namdaemun- 
ro  5-ga,  CPO  Box  1899,  Jung-gu,  Seoul  100, 
Korea.  Phone:  771-32,  Cable:  FOURCLOVER 
SEOUL,  Telex  K27266,  K27470. 


fy\f^\  Transforming  dreams  into  reality 

&  THE  LUCKY  GROUP 

□  Lucky,  Ltd.  DBandoSangsa  DGold  Star  Go.,  Ltd.  DGold  Star  Cable  DLucky  Continental  Carbon  DGold  Star  Tele-Electric  DLucky  Development  DGold  Star 
Electric  DHee  Sung  DLucky  Securities  DGold  Star  Instrument  &  Electric  DGold  Star  Precision  Industries  DLucky  Engineering  DShinyeong  Electric  DGold  Star 
Semiconductor  DHonam  Oil  Refinery  DKorea  Mining  &  Smelting  DPan  Korea  Insurance  DGold  Star  Alps  DThe  Yonam  Foundation  DThe  Yonam  Educating!  Institute 


Change  can  be  swift  or  gradual.  But  either  way,  it  is 
inevitable.  Sometimes  the  results  fall  into  the  realm  of  the 
spectacular.  Other  times,  change  is  simply  the  process  of 
getting  better  or  enduring  where  others  falter. 

Behind  me  is  ore  magnificent  example  of  what  change 
can  achieve.  Before  me  :s  another.  Today,  after  many  success- 
ful decades  of  change,  The  Greyhound  Corporation  is  in  the 


best  and  strongest  financial  condition  in  its  history. 

The  prospect  of  leading  this  major  corporation 
the  coming  years  is  one  I  find  exhilarating.  We're  builc 
the  best  of  the  past  and  present  and  going  whereve 
structive  change  can  take  us. 

My  objectives  as  chairman  and  chief  executiv* 
are  not  just  growth,  but  quality  growth;  not  just  profital 


ome  things  are  timeless . . ." 

W.  Teets 

tan  of  the  Board  and  Chief  Executive  Officer 
eyhound  Corporation 


3  profitability.  The  process  of  change  and  diversifica- 
t  Greyhound  has  benefited  from  in  the  past  is  more  than 
■irable.  It  is  absolutely  essential.  Because  no  matter 
od  things  are  today,  we  nevertheless  cannot  be  content 
ontinuation  of  things  as  they  are.  We  have  in  our  grasp 
ity  to  shape  our  own  destiny .  .  to  challenge  the  future 
e  than  that,  we  have  the  will  to  make  it  happen! 


The  Greyhound  Corporation 

A  company  for  the  eighties. 


Technology 


It  takes  a  lot  of  computing  power  to  make 
airline  reservations  or  get  money  from  an 
automated  teller.  Its  also  very  lucrative. 


Tracking  profits 


By  Anne  Field 


F|  OR  ALL  THE  BALLYHOO  about 
personal  computers,  there  are 
still  plenty  of  organizations 
around  whose  computer  needs  run 
toward  the  leviathan.  Airlines  and 
banks,  for  example,  both  need  a  com- 
bination of  high  speed,  high  reliability 
and  large  capacity  in  their  computers; 
how  else  to  handle  millions  of  check- 
ing transactions  a  day,  or  allow  thou- 
sands of  travel  agents  all  over  the 
country  to  fill  seats  on  planes  jetting 
all  over  the  world? 

For  almost  20  years,  such  tasks 
were  handled  by  large  mainframe 
computers,  and  a  technique  known  as 
batch  processing. 

In  batch  processing,  the  computer's 
memory  was  updated  only  on  a  daily 
basis;  all  transactions  made  during 
the  day  would  be  held  and  then  pro- 
cessed together  after  the  bank  or  air- 
line closed  for  business.  Not  a  bad 
system,  but  your  information  was  al- 
ways a  day  old.  That's  why  banks 
could  only  allow  you  to  cash  checks 
and  make  withdrawals  at  your  own 
branch.  Other  branches  always  had 
stale  account  information. 

But  in  1974  Tandem  Corp.  decided 
that  minicomputers  could  do  the 
same  job  as  the  mainframes  the  air- 
lines and  banks  were  using,  but  at  a 
major  saving  in  response  time  and  a 
considerable  saving  in  cost.  Tandem 
linked  together  separate  processors, 
each  with  its  own  memory.  The  link 
was  a  device  that  allowed  high-speed 
intercommunication  from  processor 
to  processor.  This  device  is  called  a 
data  bus — no,  not  a  database  but  a 
data  bus.  The  bus  transfers  data  effi- 
ciently from  one  computer  to  an- 
other, and  provides  a  path  through 
which  data  can  flow  in  case  one  of  the 
machines  fails. 


In  addition  to  high  reliability — 
Tandem  calls  its  system  a  NonStop 
system — the  data  bus  also  allows  you 
to  update  information  on  a  more  con- 
stant basis.  While  one  computer  is 
busily  handling  a  transaction,  the 
other  computer's  memory  is  updated 
almost  instantaneously.  This  trans- 
action tracking  system  provides 
much  more  up-to-date  information, 
and  has  allowed  banks  to  offer  such 
popular  services  as  automatic  teller 
machines  with  a  greater  precision 
and  at  a  lower  cost. 

When  you  insert  your  plastic  card 
into  the  bank-teller  machine,  the  cen- 
tral computer  sends  your  account  file 
to  the  terminal's  memory;  the  termi- 
nal performs  the  transaction,  updates 
the  account  file  and  sends  it  back  to 
the  central  computer.  Prior  to  the  data 
bus,  moving  files  back  and  forth  was  a 
slower  and  more  expensive  process. 
This  updated,  more  rapid  version  of 
batch  processing  is  called  transaction 
processing. 

For  six  years,  Tandem  alone  ruled 
transaction  processing  and  built  its 
sales  to  some  $300  million  today.  But 
if  the  minicomputer  gave  Tandem  an 
edge  over  mainframe  manufacturers, 
the  microprocessor  chip  provided  an 
equal  edge  to  companies  that  wanted 
to  grab  a  piece  of  the  transaction-pro- 
cessing market.  With  a  $50  chip,  says 
Nicholas  Bologna,  director  of  product 
marketing  of  Stratus  Computer,  Inc., 
of  Natick,  Mass.,  a  maker  of  comput- 
ers used  primarily  for  transaction  pro- 
cessing, you  can  pack  the  power  of 
several  thousands  of  dollars'  worth  of 
machinery  available  in  the  Seventies. 
A  single  minicomputer  now  has  the 
memory  of  a  large  mainframe. 

That  fact  helped  spawn  a  couple  of 
lively  new  companies:  Synapse — 
whose  management  team  comes 
from  places  like  Data  General  and 
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Bell  Labs,  and  whose  venture  capital 
comes  from,  among  others,  Jesse 
Aweida  of  Storage  Technology  Corp.; 
and  Stratus — whose  founders  come 
from  Data  General  and  Hewlett- 
Packard  and  whose  financing  comes 
from  the  likes  of  Olivetti,  Ham- 
brecht  &  Quist  and  General  Elec- 
tee's Business  Development  Services 
subsidiary. 

Both  companies  take  advantage  of 
the  new  sophistication  of  micropro- 
cessors. Synapse's  approach  is  prob- 
ably more  technologically  elegant. 
The  Stratus  computer  does  exactly 
what  a  Tandem  NonStop  system 
does,  but  with  a  much  smaller  and 
cheaper  piece  of  equipment  than  a 
minicomputer,  though  each  still  has  a 
memory  device. 

Synapse  took  the  approach  that  it 
didn't  make  sense  to  have  separate 
processors  with  separate  memories. 
The  reason,  according  to  Synapse 
President  Mark  Leslie,  is  that  the 
greater  the  number  of  processors  on  a 
system,  the  greater  the  probability 
that  any  given  processor  won't  have 
the  information  you  need  in  its  mem- 
ory, and  that  your  request  will  have  to 
travel  out  over  the  bus  from  one  pro- 
cessor to  another  until  the  requisite 
piece  of  information  is  found.  With 
such  a  system,  says  Leslie,  you  may 
get  a  lot  of  reliability,  but  your  trans- 
action speed  will  slow  down  as  the 
number  of  transactions  increases.  Re- 
member that  when  you  go  to  your 
nearest  bank  to  buy  traveler's  checks 
and  the  NOW  account  line  is  moving, 
twice  as  fast  as  yours. 

Instead  of  a  memory  with  each  pro- 
cessor, the  Synapse  computer  has  a 
single  memory  and  data  buses  that 
can  move  information  back  and  forth 
between  memory  and  processors  atl 
the  blinding  rate  of  64  million  bytes 
per  second;  competitive  machines, 
says  Synapse  product  marketing  man- 
ager Kenneth  Cohen,  have  a  maxi- 
mum bus  speed  of  26  million  bytes 
per  second. 

What  the  terminals  lack  in  memory 
capacity  they  more  than  make  up  in 
speed.  To  provide  reliability,  Synapse 
computers  have  a  spare  processor, 
which  takes  over  should  any  given 
processor  break  down.  "Our  approach 
is  like  having  one  spare  tire  to  back  up 
four,"  says  Leslie.  Tandem's  backup, 
the  second  processor  with  its  own 
memory,  will  operate  at  a  slower 
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)eed  if  forced  to  perform  transac- 
ons  alone. 

Synapse  and  Stratus  will  most  prob- 
?ly  become  rich.  What  about  Tan- 
=m?  There's  more  than  enough  busi- 
ess  for  everyone.  Omri  Serlin  of 
POM  International,  a  Los  Altos,  Cal- 
.  computer  research  firm,  thinks 
lat  more  and  more  companies  will 
imp  into  on-line  transaction  process- 
ig  without  spoiling  it  for  the  current 
ltrants.  Although  Serlin  predicts 
lat,  by  1986,  Tandem  will  have  lost 
5%  of  its  current  market  share,  rev- 
lues  will  be  topping  $2  billion,  a 


sales  growth  of  more  than  550%  for 
Tandem.  "The  real  question,"  he 
says,  "is  not  how  much  competition 
there  is,  but  how  fast  each  company 
will  be  able  to  grow." 

Synapse's  Kenneth  Cohen  happily 
agrees:  "Transaction  processing  has 
become  an  inherent  part  of  a  com- 
pany's ability  to  get  and  keep  new 
customers,"  he  says.  "Just  look  at 
automatic-teller  machines."  Anyone 
who  has  ever  waited  in  a  long  line  at 
the  bank— as  most  of  us  have — would 
only  add  to  that:  Amen. 


Targeting 
opportunity 

When  Congress  passed  the  Coal  Mine 
Safety  and  Health  Act  13  years  ago,  it 
decreed,  among  other  things,  that 
each  miner  working  underground 
must  be  equipped  with  his  or  her  own 
emergency  oxygen  for  at  least  an 
hour.  Such  legislation  ordinarily 
would  have  meant  a  nice  windfall  for 
the  companies  most  involved  with 
mine  safety,  principally  venerable 
Pittsburgh-based  Mine  Safety  Appli- 
ances Co.  and  National  Mine  Service 
Co.  Instead,  a  much  smaller  firm, 
Ocenco  Inc.,  has  walked  off  with 
roughly  75%  of  the  contracts  award- 
ed, and  stands  to  be  the  major  benefi- 
ciary of  a  market  for  breathers  that 
will  produce  $40  million  in  first-time 
sales  with  the  prospect  of  strong  re- 
newals down  the  road. 

How  come?  Says  Sam  Terry,  chief 
of  the  Respirator  Section  of  the  gov- 
ernment's National  Institute  for  Oc- 
cupational Safety  and  Health: 
"Ocenco  did  its  homework."  The  big 
companies,  Mine  Safety  Appliances 
and  National  Mine  Service,  decided 
on  a  technology  that  the  mine  owners 
didn't  like — a  device  using  potassium 
superoxide  (KO,),  which  reacts  with 
carbon  dioxide  from  a  person's  breath 
to  form  fresh  oxygen. 

Trouble  is,  KO,  can  become  flam- 
mable if  it  mixes  with  moisture  in  the 
air,  a  problem  that  can  result  from  a 
leaky  container.  When  KO,  units 
were  first  tested,  they  were  consis- 
tently unable  to  stand  up  to  govern- 
ment tests.  Yet,  instead  of  switching 
to  a  new  design,  the  engineers  who 
were  developing  the  equipment—and 
the  United  Mine  Workers  of  America, 
which  was  consulted  in  the  process — 
all  stood  steadfastly,  perhaps  even 
stubbornly,  by  the  KO,  breathers. 

As  a  consequence,  industry  insisted 
on  an  exhaustive  series  of  tests.  They 
were  still  under  way  in  1977,  when 
yet  another  mine  safety  bill  was 
passed.  This  one  authorized  the  gov- 
ernment to  require  distribution  of  un- 
derground breathing  equipment  by 
the  end  of  1980. 

As  the  date  for  compliance  ap- 
proached, it  became  obvious  that  not 
enough  breathers  could  be  produced 
by  either  Mine  Safety  Appliances  or 
National  Mine  Service  to  allow  mine 
owners  to  comply  with  the  law,  even 
if  the  devices  passed  the  tests. 

By  this  time,  the  government  was 
demanding  the  mines  enter  purchase 
orders  for  the  proper  number  of 
breathers  by  the  end  of  June  1981.  But 
some  mining  companies  wouldn't 


Memories  are  made  of  this 


Tandem's  approach  to  transaction  may  not  have  the  data  you  need, 
processing,  though  faster  than  batch  Synapse,  by  changing  the  design  to  a 
processing,  has  a  flaw:  the  more  single  memory,  with  multiple  pro- 
transactions,  the  slower  the  speed,  cessors,  allows  more  transactions  to 
because  the  CPU  you  are  querying  take  place  simultaneously. 
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IOP:  input-output  processor 
CPU:  central  processing  unit 
GPP:  general  purpose  processor 
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lev're  sitting  on  the  Ground. 
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That's  Singer  technology. 


Everything  appears  real —the  tanker,  the  instruments, 
the  air  turbulence.  But  what  you're  experiencing  isn't 
real  at  all. 

It's  called  simulation  — a  technology  in  which  our 
Link  Flight  Simulation  Division  has  been  the  leader  for 
more  than  50  years.  Today,  by  combining  computers, 
lasers,  and  other  electronic  systems,  Link  simulators 
are  training  pilots  of  sophisticated  commercial  and 
military  aircraft,  helicopters,  even  the  Space  Shuttle. 
And  helping  them  fly  practice  missions  without  risk  to 
life,  wear  and  tear  on  equipment,  or  burning  costly 


fuel.  Now,  Link  is  developing  even  more  advances 
technology  for  the  next  generation  of  aircraft. 

Through  expanding  research  and  development 
electronic-based  simulation,  guidance,  communii 
tions,  and  specialized  computer  systems,  Singer  is 
ing  a  new  chapter  in  its  corporate  history.  Togethe 
with  our  unique  consumer  durables  capabilities 
throughout  the  world,  this  technological  base  poa 
tions  us  in  important  growth  markets  of  today  an 
tomorrow.  The  Singer  Company,  8  Stamford  Forui 
Stamford,  CT  06904. 


Bid 


Two  flawed  designs 


While  the  purpose  of  oxygen  breathers  is  to  provide  The  other  unit  (right)  uses  actual  bottled  oxygen.  But 

miners  a  safety  margin,  both  devices  have  problems,  oxygen  can  leak  from  valves  (1)  or  (2),  and  any  problem 

The  K02  device  (left)  creates  oxygen  chemically  (1),  but  with  the  pressure  gauge  (3)  will  give  a  wrong  reading  in 

the  K02  can  mix  with  moisture  in  the  air  and  ignite.  If  the  oxygen  cylinder.  Too  much  pressure  can  cause  an 

valves  (2),  (3)  are  defective,  the  chemical  can  also  leak,  explosion;  too  little,  and  no  oxygen  is  delivered. 


Some  Ocenco  competitors  and  min- 
ing industry  observers  believe  Ocenco 
can't  hold  its  beachhead  for  long.  Tom 
Bethel,  a  consultant  who  has  followed 
the  breather  issue  for  over  a  decade  on 
behalf  of  the  United  Mine  Workers) 
union,  says,  "They  copied  pretty  free- 
ly from  a  Polish  unit  [Poland  has  one 
of  the  most  advanced  mine  safety  pro- 
grams in  the  world).  Ocenco  didn't 
invent  it  from  scratch  by  any  stretch] 
of  the  imagination."  Ocenco's  com- 
petitors complain  that  government 
tests  on  bottled  oxygen  units  were  not 
as  rigorous  as  those  designed  for  the 
KO,  devices,  and  they  point  out  that 
Ocenco  has  chosen  to  recall  5,000  to 
6,000  devices  shipped  just  this  past 
spring. 

Yet  that  all  may  be  just  sour  grapes. 
Little  Ocenco  now  dominates  a  field 
in  which  it  had  no  prior  expertise. 
Running  the  regulatory  maze  may  be  | 
frustrating;  but  the  payoff  can  sure  be| 
nice. — A.F. 


Technology 


take  delivery  of  their  KO,  breathers. 
Sensing  a  monumental  stonewall 
abuilding,  the  Mine  Safety  &  Health 
Administration  bureaucrats  threat- 
ened to  fine  mine  owners  if  they 
didn't  produce  delivery  schedules. 

But  what  about  Ocenco?  Headquar- 
tered outside  Chicago,  its  business 
had  largely  been  in  mine  illumination 
equipment,  but  it  saw  an  opportunity 
in  the  decade-long  controversy.  While 
it  had  never  attempted  to  make  a 
breathing  unit,  the  company  found 
out  what  the  mining  industry  wanted: 
a  light,  easy-to-inspect  unit.  Bottled 
oxygen  fit  the  bill. 

Now  to  find  out  what  the  govern- 
ment wanted.  Ocenco  President  Pat 
Droppeiman  and  his  engineers 
trooped  down  to  West  Virginia  to 


meet  with  NIOSH  officials.  Their 
purpose  was  to  see  the  testing  facili- 
ties and  ascertain  what  tests  their 
model  would  have  to  face.  Within  six 
weeks  of  submitting  its  model  for 
testing,  Ocenco  had  passed  with 
flying  colors.  And  Ocenco  got  the 
NIOSH  okay  on  the  first  go-around. 
With  MSHA  by  then  breathing  down 
the  mine  owners'  necks,  75%  of  them 
immediately  ordered  the  Ocenco 
breather. 

Ocenco  is  now  churning  out  8,000 
devices  a  month,  and  since  the  breath- 
ers may  have  to  be  replaced  every 
three  years  or  so,  Droppeiman  fore- 
sees a  steadily  growing  market.  At 
almost  $500  per  unit,  sales  of  the  bot- 
tled oxygen  devices  will  give  a  big 
boost  to  Ocenco's  current  $30  million 
in  sales.  That  figure  could  rise  still 
further  if,  as -Droppeiman  predicts,  de- 
mand for  the  breathers  develops 
abroad.  "Russia,  Poland,  most  of  the 
Common  Market  countries  could  use 
them,"  he  claims. 
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The  Bell  System  is  giving 
American  orchestras  a  hand. 


Personal 
Affairs 


Edited  by  William  G.  Flanagan 


Hardware  helpers 

who  buys  and 


sells 
mad- 


Fl  or  anyone 
stocks  regularly,  there  is  a 
dening  Catch  22  about  market  activ- 
ity. When  the  market  is  quiet,  your 
broker  will  tell  you  more  than  you 
want  to  know.  But  when  it  is  hopping, 
as  it  has  been  of  late,  you  will  be  lucky 
to  get  through  to  him  just  for  quotes 
on  your  holdings.  You  could  easily 
miss  key  information — not  being  in- 
formed, for  example,  that  Gulf  pulled 
out  of  the  Cities  Service  deal.  This  is 
especially  true  if  you  use  a  discount 
broker  exclusively. 

In  this  electronic  era  (see  p.  181), 
information  gaps  get  plugged  very 
quickly.  Here  is  a  rundown  on  some 
of  the  various  hardware  and  market 
services  of  interest  to  the  active  trader 
and  stockbroker. 

Pocket  Quote.  This  new  device  is 
ideal  for  the  moderate  or  light 
trader  who  likes  to  keep  fairly 
close  tabs  on  his  portfolio,  but 
hates  to  bug  his  broker — or 
who  uses  a  discount  broker 
whom  he  cannot  bug.  The  ma- 
chine weighs  about  11  ounces 
and  is  about  the  size  of  a  paper- 
back book.  Basically,  it  is  an 
FM  radio  receiver  with  a  small 
digital  display  window,  akin  to 
a  calculator.  You  can  get 
quotes— 15  minutes  later  than 
actual  floor  trading — on  all 
stocks,  and  monitor  a  portfolio 
of  20  selected  stocks  or  options 
(NYSE,  Amex  or  o-t-c)  by 
punching  up  the  symbol.  You 
can  also  reprogram  the  20 
monitored  equities  as  needed. 

What's  more,  the  receiver 
will  give  off  audible  beeps 
whenever  important  news  oc- 
curs relating  to  any  of  your  20 
monitored  stocks.  The  screen 
will  show  the  stock's  symbol 
and  a  flashing  light,  so  you  can 
call  your  broker  or  some  other 
source  immediately  to  find  out 
what  is  happening. 

The  Pocket  Quote,  devel- 
oped by  37-year-old  Fred  Par- 
sons, can  run  on  batteries  or 
ordinary  AC  current,  and  is 
portable.  The  unit  itself  costs 
$299,  plus  $19.75  per  month. 


That's  tax  deductible,  of  course,  as  are 
any  information  aids  used  in  manag- 
ing your  investments. 

At  present,  Pocket  Quote  is  avail- 
able only  in  the  New  York  City  area, 
but  will  soon  be  available  in  Chicago, 
Los  Angeles,  Boston,  Washington  and 
Miami.  The  database  for  Pocket 
Quote  is.  Telemet  America,  401 
Wythe  St.,  Alexandria,  Va.  22314 
(703-548-2042).  Note:  Since  the  "car- 
rier" is  an  FM  band,  the  range  of  the 
device  is  about  50  miles  from  the  cen- 
tral transmitter.  But  you  never  pay 
telephone  line  charges. 

For  the  more  serious  investor,  or 
the  broker  who  works  at  home,  there 
is  Quotron  VuSet.  This  desktop  unit 
consists  of  a  keyboard  and  a  terminal 
a  bit  larger  than  a  telephone,  which  is 
wired  to  Quotron's  database.  Punch 
up  any  stock  listed  on  the  NYSE, 
Amex  or  o-t-c  exchanges  and  you  get 
the  latest  sale  (or  bid  and  asked),  the 
daily  low,  high,  net  change,  volume 
and  time  of  the  last  trade.  If  any  news 
item  about  the  stock  has  run  during 
the  day  on  either  the  Dow  Jones  or 
Reuters  wire,  the  time  it  ran  will  also 
be  shown. 

VuSet  customers  can  also  use  the 
terminal  to  get  lists  of  the  most  active 
stocks  on  the  various  exchanges,  divi- 


Pocket  Quote  inventor  Fred  Parsons 
Get  one  and  stop  bugging  your  broker. 


dend  and  earnings  information  on  in- 
dividual issues  and  other  market  data. 

The  basic  price  of  the  service  is 
$260  per  month,  but  there  are  plenty 
of  extras,  depending  upon  the  services 
you  want.  NYSE  last  sale  runs  an  ex- 
tra $70  per  month,  for  example;  Amex 
last  sale  is  $12  monthly;  options 
quotes  run  another  $45.  There  is  also 
a  one-time  $300  installation  fee. 
Phone  charges  are  included  in  the  Vu- 
Set's  basic  cost.  For  information  con- 
tact Quotron  Systems,  5454  Beetho- 
ven St.,  Los  Angeles,  Calif.  90066 
(213-827-4600). 

Bunker  Ramo's  Telequote  III  is  an- 
other desktop  unit,  long  popular  with 
brokers.  Keyboard  and  display  are 
contained  in  one  unit  roughly  the  size 
of  a  manual  typewriter.  Basic  data  re- 
ceived from  exchanges  (no  15-minute 
delay)  includes  prices  on  all  Big  Board 
and  Amex  stocks,  plus  commodities, 
mutual  funds,  o-t-c  issues  and  other 
market  information.  Other  more  so- 
phisticated systems  are  available. 

Basic  service  is  $425  per  month, 
plus  exchange  fees;  the  cost  is  much 
higher  to  distant  subscribers.  Infor- 
mation: Bunker  Ramo  Information 
Systems,  35  Nutmeg  Dr.,  Trumbull, 
Conn.  06609  (203-386-2000). 
Telerate  is  a  two-piece  system  con- 
sisting of  a  keyboard  and  a  ter- 
minal about  the  size  of  most 
personal  computers.  The  page- 
sized  screen  has  room  for 
much  more  information  than 
either  the  Telequote  or  VuSet 
systems. 

Most  Telerate  subscribers 
use  the  service  primarily  for 
up-to-date  information  about 
nonstock  investments,  includ- 
ing bonds,  government  securi- 
ties and  commercial  paper,  as 
well  as  current  data  on  inter- 
est rates,  international  money 
rates,  futures  and  a  host  of  oth- 
er things. 

Several  financial  news  ser- 
vices are  also  available 
through  Telerate,  including 
the  Bond  Buyer  wire,  the  Dow 
lones  Capital  Markets  Report 
and  Dow  Jones'  international 
wires.  These  services  can  be 
watched  on  a  six-line  "win- 
dow" at  the  bottom  of  the  Te- 
lerate monitor  without  inter- 
fering with  the  user's  ability  to 
request  and  receive  other  in- 
formation elsewhere  on  the 
screen. 

The  base  price  is  $540  a 
month,  which  can  be  steeply 
higher  if  many  optional  ser- 
vices are  used.  (These  also  in- 
clude stock  and  option  quotes, 
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America's  strongest  big  bank  is  not  headquartered  in  Chicago.  Of  the  country  s 
50  largest  banks,  AmenTrust  is  first  in  the  ratio  of  equity  to  assets.  That  s  the  ki 
of  management  that  can  make  a  real  difference  when  you  need  a  strong  financial 
partner.  AmenTrust,  Cleveland,  Ohio. 


Citibank  Vice  President  Jim  Wiseman  at  his  Telerate 

Monitoring  financial  news  and  up-to-the-minute  interest  rates. 


analytical  services  and  S&P's  com- 
mercial paper  ratings.)  There  is  also 
an  installation  fee  of  several  hundred 
dollars.  Information:  Telerate  Sys- 
tems, One  World  Trade  Center,  New 
York,  N.Y.  10048  (212-938-5200). 

DowAlert  is  not  a  stock  quotation 
service  but  a  private  radio  report  from 
Dow  Jones.  Signals  are  broadcast  via 
satellite  from  DowAlert's  studio  in 
Princeton,  N.J.  (The  service  is  now 
available  only  in  Boston,  Philadelphia 
and  New  York;  it  will  expand  into  the 
top  40  markets  next  year  or  so.) 

Each  subscriber  receives  Dow- 
Alert's  new  reports  on  a  receiver 
about  the  size  of  a  telephone.  The 
customer  punches  in  a  four-digit  code 
for  each  news  category  in  which  he  is 
interested,  and  only  those  radio 
broadcasts  are  aired.  Sample  categor- 
ies: the  aerospace  industry,  inflation, 
gaming  equipment.  At  other  times 
the  receiver  remains  on,  but  is  silent. 

When  the  subscriber  is  away  from 
the  receiver,  DowAlert  automatically 
tapes  all  coded  news  segments  that 
air.  These  can  be  played  back,  either 
on  the  machine  itself  or  on  a  standard 
cassette  tape  recorder. 

After  an  initial  fee  of  $150,  the 
monthly  service  cost  is  $50.  Informa- 
tion: Dow  Jones  Radio  2,  Box  300, 
Princeton,  N.J.  08540  (800-257-0437). 

If  you  have  your  own  personal  com- 
puter, you  might  consider  plugging 
into  the  Dow  Jones  News/Retrieval 
Service.  A  wealth  of  business-related 
and  other  information  is  available, 
from  stock  and  bond  quotes  to  general 
news  stories  to  baseball  scores  and 
weather  reports.  Over  100  different 
kinds  of  terminals  can  access  the  ser- 
vice, via  telephone  lines,  including 


You  could  stay  healthy 

Y'ou  have  probably  heard  the  story 
before,  or  one  like  it.  A  young,  suc- 
cessful lawyer  goes  on  a  skiing  trip 
with  his  wife  and  takes  a  bad  tumble. 
He  is  paralyzed  from  the  waist  down. 
The  doctors  say  he  will  never  walk 
again,  and  the  chances  are  good  that 
he  will  be  out  of  work  for  a  long  time, 
if  not  permanently.  Yet  because  he 
was  new  at  his  firm,  he  carried  no 
disability  insurance.  "A  tragedy,"  you 
think  to  yourself.  "But  that  could  nev- 
er happen  to  me.  1  don't  ski." 

Maybe  so.  But  think  again.  If  you 
are  30,  your  chances  of  being  disabled 
are  nearly  three  times  greater  than 
your  chances  of  dying.  If  you  are  over 
50,  they  are  still  nearly  double  your 
chances  of  dying.  Moreover,  the  dis- 
ability could  be  long  term. 

Aside  from  Social  Security,  which 
pays  an  average  of  $851  per  month  to 


most  standard  time-share  terminals 
and  communicating  word  processors. 
The  cost  ranges  from  10  cents  to  $1.20 
a  minute.  Software  packages  to  "mas- 
sage" much  of  this  data  are  available 
from  Apple,  Atari  and  others  (see  Per- 
sonal Affairs,  Forbes,  May  10). 

One  handy  piece  of  equipment  to 
access  DJ's  giant  database  when  you 
are  away  from  your  own  terminal  or 
computer  is  the  Pocketerm  One, 
marketed  by  Charles  Schwab  &  Co., 
the  San  Francisco-based  discount 
broker.  The  Pocketerm,  which  weighs 
less  than  one  pound,  allows  you  to 
talk  to  your  own  computer  by  tele- 
phone. The  terminal  has  a  16-charac- 
ter  display  across  which  letters  move 


a  disabled  family  breadwinner,  most 
Americans  are  not  covered  against 
long-term  illness.  While  84  million 
people  have  some  form  of  disability 
insurance,  generally  through  group 
policies  with  their  employers,  only  21 
million  of  those — about  20%  of  the 
civilian  labor  force — have  coverage 
for  their  income  in  the  event  that  they 
are  out  of  work  for  one  year  or  longer 
due  to  ill  health.  Says  Benjamin  Jones, 
president  of  Monarch  Life  Insurance, 
"Most  people  think  of  disability  as  a 
broken  arm  or  leg  or  appendicitis. 
They  don't  think  of  heart  attacks, 
strokes,  cancer,  chronic  arthritis — the 
dastardly  things  that  can  make  it  im- 
possible to  work."  More  people  carry 
life  insurance  than  disability.  And,  as 
James  Hunt  of  the  National  Insurance 
Consumer  Organization  notes,  "If 
you  die,  you're  gone.  If  you're  dis- 
abled, you're  still  around — and  it 
costs  money." 


in  familiar  ticker  fashion,  spelling  out 
information  as  it  is  received  on  the 
distant  screen.  Pocketerm  will  be 
available  through  computer  stores  for 
about  $400.  Information:  Charles 
Schwab  &.  Co.,  1  Second  St.,  San  Fran- 
cisco, Calif.  94105  (415-546-1000). 

If  you  are  a  heavy  trader  with  a 
discount  broker,  ask  if  the  firm  will 
pick  up  some  of  the  tab  for  market 
information  equipment.  R.F.  Lafferty 
in  New  York,  for  example,  rebates 
10%  of  the  monthly  commissions 
generated  by  customers  who  have 
such  hardware  at  home,  regardless  of 
type.  Source  Securities,  based  in  Bos- 
ton, has  a  similar  arrangement  for  its 
customers. — Kevin  McManus 


To  take  stock  of  your  disability  in- 
surance, begin  with  your  employer. 
Find  out  exactly  what  coverage  you 
carry  under  your  group  plan.  Ideally, 
you  will  be  covered  for  the  entire 
length  of  any  disability.  But  most 
long-term  disability  policies  don't 
start  paying  benefits  for  three  to  six 
months.  So  you  should  considei 
buying  short-term  disability  insur- 
ance on  your  own.  The  desirable 
amount  of  coverage,  says  John  Antliff, 
senior  vice  president  with  Mutual 
Benefit  Life  Insurance,  is  about  60% 
of  your  predisability  gross  income. 

Remember,  if  disabled  you  don't 
have  work-related,  day-to-day  ex- 
penses. And  unless  your  premiums 
are  fully  paid  by  your  employer,  youi 
benefits  will  probably  be  tax-free. 

Under  a  typical  group  plan,  pro- 
vided by  employers,  you  will  receive 
up  to  $3,000  a  month,  starting  any- 
where from  three  months  to  a  yeai 
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Asia's  first  international  airline  would  like  to  invite  you  to  experience  some  important 
sts"  and  a  touch  of  class  you  won't  find  anywhere  else. 

It's  our  First  Class.  And  with  award- winning  Nouvelle  Cuisine,  more  full-length  beds, 
I  daily  flights  from  the  West  Coast  to  Manila,  it's  no  wonder  Asia's  first  airline  still  is. 


Philippine  Airlines 

A  sia's  first  airline  stilt  is.  ■ 


Amsterdam  Athens  Bahrain  Bangkok  Brishane  Canton  Dhahran  Dubai  Frankfurt  Hong  Kong  Honolulu  Jakarta  Karachi  Kuala  Lumpur 
Kuwait  London  LosAngeles  Manila  Melbourne  Peking  PortMoresby  Rome  SanFrancisco  Singapore  Sydney  Taipei  Tokyo 


Porsche  356 


Porsche  911 


My  work  and  my  hobby  are  the  same:  building  cars  that ' 
are  fun  to  drive.  Building  cars  that  have  the  best  possible 
engineering.  Building  Porsches. 

The  very  first  Porsche  was  the  356. 

We  had  no  marketing  research  to  guide  us.  So  it  was 
designed  to  my  personal  specifications:  small,  light- 
weight, with  good  handling,  and  the  power  of  a  large  car. 

The  idea  was  to  build  a  racing  car  for  the  normal  roads. 
And,  in  fact,  in  1951,  when  the  356  was  first  entered  at 
Le  Mans,  it  won  its  class. 

The  second  Porsche  was,  and  still  is,  the  911. 

First  produced  in  1964,  it's  forever  young.  Its  engine 


One  Mai 


displacement  has  been  increased  from  the  o 
iters  to  3  liters.  And  its  output  has  been  raised  fro 
to  172  hp.  Today,  on  the  track,  the  911  accelerates 
50  mph  in  5.8  seconds.  Its  maximum  speed:  135 
The  911  and  its  derivatives  have  won  countle 
victories  in  motor  sport,  including  rallies,  hill 
and  races.  The  935  Turbo,  for  example,  won  tl 
Championship  of  Makes  in  1976,  '77,  '78,  and  j 
At  Porsche,  we  view  the  race  track  as  a  proving 
For  on  the  track,  under  the  stresses,  surprises,  anc 
of  competition,  the  best  engineering  wins.  And 
learn  from  our  race  cars,  we  put  into  our  productii 
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'  Turbo  Can-Am  champion  (1973)  made  turbo- 

ractical  for  production  cars. 

» Turbo  Le  Mans  champion  (1976,'77,'81)  further 

jngine  design  and  aerodynamic  efficiency. 

I  Targa  Florio  champion  (1970)  set  the  handling 

or  all  Porsches,  including  our  new-generation  928. 

!  has  a  4.5-liter,  220-hp,  aluminum  Porsche  V-8 

i  the  track,  it  accelerates  from  0  to  50  mph  in  6.0 

md  it  has  a  maximum  speed  of  143  mph. 

3  also  has  the  Porsche  transaxle  design  which 

>alanced  braking  and  improved  cornering.  And 

■rs  unprecedented  comfort  and  luxury  in  a  Porsche. 


The  newest  Porsche  is  the  944. 

It  has  a  new  2.5-liter,  143-hp,  aluminum  Porsche  engine, 
built  at  Zuffenhausen.  On  the  track,  it  accelerates  from  0  to  50 
mph  in  5.9  seconds.  And  it  has  a  maximum  speed  of  130  mph. 

The  944  also  has  the  Porsche  transaxle  design,  Porsche 
handling,  and  Porsche  aerodynamics.   

To  me,  the  944  is  more  ^^m*  ^ —   /  \ 
than  a  new  car.  It  is  a  new  I 
and  true  Porsche. 

At  Porsche,  excellence 
is  expected. 

PORSCHE  -  AUDI  btuttgart 


Dr.  F.  Porsche 


Personal 

Affairs 


after  you  are  disabled.  That  usually 
includes  your  Social  Security  benefit, 
which  is  long  term.  Most  group  con- 
tracts cover  you  for  accident  or  illness 
through  age  65. 

If  you  earn  considerably  more  than 
$60,000  a  year,  however,  that  $3,000- 
a-month  maximum  benefit  under 
your  company's  group  may  hardly  be 
sufficient.  There  are  a  number  of  ways 
you  can  supplement  it.  Many  profes- 
sional associations  offer  disability 
coverage,  for  one  thing. 

If  you  have  no  professional  group  to 
turn  to,  you  may  be  able  to  boost  your 
coverage  through  your  employer's 
carrier.  "Monarch  knocks  10%  off  the 
individual  policy  premium  for  those 
members  of  a  group  who  need  addi- 
tional insurance,"  says  Jones.  "That  is 
a  common  practice." 

If  you  are  yourself  an  employer,  you 
may  want  to  consider  buying  group 
insurance  for  your  company.  Short- 
term  policies  generally  require  a 
minimum  group  of  five  and  long-term 
policies  a  minimum  group  of  ten. 

If  no  group  option  is  available  to 
you,  you  can  always  look  into  individ- 
ual insurance.  Such  a  policy  is  expen- 
sive, but,  notes  Monarch's  Ben  Jones, 
it  has  advantages  that  don't  come 
with  a  group  plan.  "As  an  individual, 
you  can  get  noncancelable  insurance 
with  premiums  guaranteed  until  you 
are  65.  Group  insurance  can  be  can- 
celed, and  if  you  leave  your  employer 
you're  no  longer  insured.  If  you  buy 
individual  coverage,  it's  yours.  You 
own  it."  Individual  insurance  is  avail- 
able from  several  companies,  includ- 
ing Paul  Revere,  Provident  Life,  Mu- 
tual Benefit,  Monarch  Life  and  Union 
Mutual. 

The  cost  of  an  individual  policy  de- 
pends on  a  number  of  variables — but 
it's  expensive  no  matter  how  you  slice 
it.  Generally,  individual  policies  are 
about  double  what  a  group  policy 
would  cost.  A  35-year-old  could  pur- 
chase a  guaranteed  noncancelable 
policy  with  a  three-month  waiting  pe- 
riod and  $1,500  in  monthly  benefits 
through  retirement  for  about  $600  a 
year.  A  45-year-old  who  wants  $5,000 
in  monthly  coverage  would  have  to 
pay  $2,000  a  year. 

No  matter  what  kind  of  policy  you 
buy,  keep  in  mind  that  the  circum- 
stances under  which  you  can  collect 


vary  as  well.  For  example,  you  can  be 
covered  for  total  disability  in  your 
own  profession.  If  you  were  a  surgeon 
and  developed  incapacitating  arthritis 
in  your  hands,  you  might  be  able  to 
collect  while  continuing  to  work  as  a 
teacher.  Under  other  contracts,  bene- 
fits could  stop  if  you  were  able  to 
work  at.any  reasonable  occupation. 

If  you  are  disabled,  don't  assume 
that  your  carrier  will  pay  your  claim 
regardless  of  the  circumstances. 
Most  claims  are  paid,  of  course.  But 
some  disabilities  are  contested.  For 
example,  "A  lot  of  companies  will 
tight  you  on  a  soft-tissue  back  in- 
jury," says  Monarch  Life's  Ben  Jones. 
"That's  because  they  are  getting 
slugged  with  malingering — people 
being  laid  off  and  immediately  filing 
claims." — Alyssa  A.  Lappen 

Waiting  for  "Hal" 

The  New  Alchemists  (Little,  Brown, 
$15.95)  is,  to  mince  no  words,  the 
quickest,  most  easily  understood  and 
most  insightful  shortcut  to  electron- 
ics culture  that  has  ever  been  written. 
It  presumes  you  have  been  living  un- 
der a  technological  rock  for  a  genera- 
tion, yet  brings  you  up  to  the  state  of 
the  art  in  332  jargon-free  pages. 

Starting  with  the  vacuum  tube,  au- 
thor Dirk  Hanson  explains  enough 
about  the  evolution  of  the  transistor 
and  the  integrated  circuit  and  the  mi- 
crochip so  you  can  understand  what 
today's  hardware  is,  what  it  does,  how 
it  is  made  and  what  it  is  likely  to  do 
tomorrow.  And  a  high  school  physics 
background  is  all  you  need  to  stay 
with  him. 

Less  than  halfway  through  the  book 


The  New  Alchemists,  by  Dirk  Hanson 
A  shortcut  to  electronics  culture. 


you  will  find  yourself  painlessly  hi 
to  the  very  latest  in  electronic  tech 
nology — VLSI  (very  large  scale  intej 
gration,  or,  more  simply,  supei 
shrunken,  complex  circuits  the  size  rJ 
your  fingernail).  Suddenly  you  realiz 
why  IBM's  order  of  64K  chips  frori 
Intel  was  on  the  front  page  of  the  Wa 
street  Journal  not  long  ago. 

Not  that  the  evolution  of  the  micro 
chip  and  the  microprocessor — whicl 
are  at  the  heart  of  every  computei 
"smart"  missile,  satellite  and  Paq 
Man  game — has  been  orderly,  or  eve) 
logical.  Microchips  were,  and  still  are 
being  produced  for  applications  n< 
one  has  thought  of  yet.  And  there  i| 
still  as  much  art  as  science  in  th 
production  of  those  microchips. 

Nor  was  the  growth  of  Silicon  Val 
ley  without  its  human  dramas.  "Eure 
ka"-type  discoveries,  patent  infringe 
ments,  talent  raids,  high  divorc 
rates,  fortunes  made  and  lost  oven 
night,  Russian  and  Japanese  espic 
nage — all  are  part  of  the  saga  of  thl 
microchip. 

But  once  Hanson  has  brought  vol 
up  to  speed  on  what  the  industry  actu 
ally  does,  how  it  got  there  and  wh< 
some  of  the  players  are  (includin, 
some  giants  you  would  never  expect 
such  as  Exxon)  the  real  story  begins 
What  hath  the  industry  wrought? 

Take  the  communications  an' 
data-transmission  fields,  for  example 
They  have  literally  been  blown  to  bit 
by  the  new  technology.  The  lines  blu 
between  the  likes  of  IBM  and  AT&T 
We  live  in  an  era  of  "compumca 
tions."  Corporate  mastodons,  wit! 
the  imprimatur  of  the  governmeni 
are  girding  for  control  of  the  telecom 
munications  business;  the  stakes  ar 
in  the  hundreds  of  billions  of  dollars 

Take  personal  computers.  Wha 
was  a  $1  billion  market  in  1980  wil 
be  a  $21.5  billion  one  in  1990.  (Neve 
mind  that  you  may  never  maste 
one — your  kids  will.  One  unresolve' 
problem:  radiation  from  video  displa 
terminals.  Some  unions  and  healt 
specialists  maintain  that  they  pose 
long-term  health  hazard.) 

Then  there  is  the  military  and  it 
use  of  the  new  tools.  Spy  and  kille 
satellites.  "Smart"  missiles  and  weap 
on's.  Instantaneous,  widespread  dat 
gathering.  Supersnoop  hardware.  Thl 
capacity  for  push-button  annihila 
tion.  "When  the  Pentagon  took  to  mi 
crochips,  it  opened  a  frightening  Pan 
dora's  box  and  it  is  difficult  to  sa: 
when,  or  if,  the  lid  will  ever  be  naile 
securely  shut  again,"  notes  Hanson. 

There's  automation  made  possibl 
by  electronics,  of  course,  and  its  socia 
consequences.  By  1984,  notes  Elec 
tronic  News,  "The  Japanese  govern 
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snt  plans  to  have  an  unmanned 
;talworking  plant  on  line,  produc- 
l  machinery  components  ranging 
>m  hydraulic  pumps  to  heavy-duty 
insmitters. . . .  Every  operation,  from 
sting  to  final  inspection,  would  be 
ndled  by  flexible  automatic  sys- 
tls  and  robots,  all  supervised  by  a 
ntral  computer.  .  .  ." 
But  even  with  these  quanttim 
Tips  in  the  capability  to  do  things 
icker,  cheaper  and  better,  there  is 
»o  the  capacity  for  things  to  go 
ong  faster,  more  easily  and  much 
are  catastrophically.  A  team  of  13- 
ar-old  pranksters  managed  to  cause 
:lenet,  a  communications  network, 
lose  control  of  one  of  its  computers 
:  a  day.  Striking  British  civil  ser- 
nts  pulled  the  plug  on  vital  national 
mputer  systems,  shutting  down  the 
>yal  Mint,  the  National  Savings  Lot- 
ry,  the  collection  of  taxes  and  pay  to 
jrkers.  A  talented  computer  analyst 
is  charged  with  using  his  computer 
steal  $10  million  from  Security  Pa- 
ic  National  Bank  and  $50  million 
>m  Union  Bank  in  California. 
Scarier  still,  in  1979  a  data  tape 
>m  a  war  game  was  accidentally  fed 
to  some  military  computers,  indi- 
ting that  a  Soviet  sub  off  the  West 
)ast  had  launched  a  missile  attack, 
filters  were  scrambled,  command 
sts  alerted  and  missile  silos  were 
adied  before  the  error  was  discov- 
sd.  In  1980  there  were  two  more 
nilar  false  alarms. 
No,  for  all  their  wonder,  electronic 
achines  are  still  subject  to  human 
e  and  misuse,  besides  having  their 
ra  frightening,  built-in  glitches, 
osmic  rays  can  foul  up  even  your 
ime  computer,  causing  so-called 
ft  fails,  and  atmospheric  nuclear 
asts  can  wipe  out  entire  telecom- 
unications  systems.) 
The  day  of  "Hal" — the  computer 
ith  artificial  intelligence  that 
arred  in  2001.  A  Space  Odyssey — is  not 
cely  to  be  a  reality  by  that  date.  As 
ie  programmer  in  the  field  put  it,  "It 
kes  a  page  of  instructions  to  tell  the 
achine  that  when  Mary  had  a  little 
mb,  she  didn't  have  it  for  lunch." 
But  the  world  of  electronics  is  too 
uch  with  us,  late  and  soon,  to  be 
nored.  Read  Hanson's  book  for 
>eners.— W.G.F. 

Board  and  room 

jlveryone  wants  to  serve  on  a  board 
J  of  directors,  though  not  too  many 
:ople  know  what  it's  all  about,"  says 
'illiam  H.  Chisholm,  president  and 
under  of  Boardroom  Consultants, 
hich  advises  companies  on  how  to 
in  and  staff  their  boards. 
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Small  wonder  there  is  no  shortage 
of  applicants.  For  no  arena  of  corpo- 
rate activity  is  as  prestigious,  as  secre- 
tive or  as  powerful  as  the  boardroom. 

But  what  is  involved  in  serving  on  a 
board?  How  are  directors  chosen? 
How  are  boards  made  up?  What  is  the 
compensation?  The  potential  liabil- 
ity? What's  expected  of  directors? 

While  virtually  all  companies  are 
legally  managed  under  the  direction 
of  a  board— which  represents  owners 
or  stockholders,  not  management — 
virtually  no  two  are  alike  in  composi- 
tion, number,  amount  of  real  power, 
accountability  or  disposition.  "There 
is  no  such  thing  as  an  ideal  board," 
says  Chisholm,  who  was  once  chair- 
man of  Oxford  Paper  Co.  and  has 
served  on  the  boards  of  several  major 
corporations  as  well  as  on  small  com- 
pany and  nonprofit  boards. 

As  Chisholm  sees  it,  there  are  basi- 
cally two  types  of  boards:  active  and 
passive.  For  even  today,  with  the  in- 
creasing number  of  bankruptcies, 
takeovers  and  generally  tough  times 
for  a  lot  of  corporate  managers,  there 
are  still  too  many  rubber-stamp 
boards.  Their  directors  are  expected 
merely  to  approve  the  chairman's  ac- 
tions, no  questions  asked.  Serving  on 
such  a  board,  notes  Chisholm  and 
others,  is  an  invitation  to  stockholder 
suits  if  the  company  goes  bankrupt. 

If  you  are  asked  to  serve  on  a  board, 
here  are  some  other  important  points 
worth  considering,  according  to  Chis- 
holm, the  National  Association  of 
Corporate  Directors,  and  managers  of 
executive  search  firms  who  recruit  di- 


rectors as  well  as  executives: 

•  The  board's  structure.  If  the 

company  has  sales  under  $50  million 
a  year,  it  will  generally  have  five  di- 
rectors and  will  meet  four  to  six  times 
a  year.  Sales  of  SI 00  million -to  $150 
million  means  seven  directors  and  six 
to  eight  meetings.  Companies  with 
sales  of.  $500  million  to  $1  billion 
have  nine  or  ten  directors  and  eight  to 
ten  meetings  annually.  Bilhon-dollar- 
plus  companies  can  have  from  13  to 
15  directors  and  meet  10  to  12  times 
annually. 

In  recent  years  there  has  been  a 
trend  toward  having  more  outside  di- 
rectors and  fewer  officers  of  the  corpo- 
ration, a  move  widely  applauded  by 
the  SEC  and  most  attentive  stock- 
holders. The  typical  board  of  a  large 
corporation,  according  to  a  recent  sur- 
vey by  executive  recruiters  Korn/ 
Ferry  International,  will  have  four  in- 
side and  nine  outside  directors.  And 
the  company's  own  bankers,  invest- 
ment bankers  and  lawyers  are  less 
commonly  found  on  boards.  The  po- 
tential for  conflicts  of  interest  is  too 
strong.  Senior  executives  of  other  cor- 
porations and  retired  executives  of 
other  companies  comprise  the  bulk  of 
outside  directors,  but  large  gains  are 
being  made  by  academicians,  former 
government  officials  and  women.  Six- 
ty-two percent  of  larger  industrial 
companies  and  75%  of  banks  and  fi- 
nancial institutions  now  have  women 
directors.  The  days  of  a  pretty  face,  or 
a  minority  member  serving  only  as  a 
token,  are  over. 

•  Compensation.  According  to 
Korn/Ferry,  the  average  director's 
compensation  in  1981  was  $15,660,  in 
both  annual  and  per-meeting  fees. 
That  does  not  include  travel  or  other 
special  expenses  for  serving  on  board 
committees.  (The  fees  paid  for  com- 
mittee meetings  average  about  $500 
per  session.) 

In  addition,  outside  directors  are 


now  commonly  offered  such  benefits 
as  accident,  medical  and  life  insun 
ance  (especially  valuable  for  retiree) 
board  members).  Director's  liability 
insurance — to  protect  against  stock< 
holder  lawsuits — is  also  routinely, 
provided,  of  course.  And  almost  hall 
of  the  606  companies  that  responded 
to  the  Korn/Ferry  survey  permit  direc- 
tors to  defer  collecting  their  fees  until 
retirement. 

•  Practices  and  policies.  An  out-j 
side  director  can  expect  to  spend  an 
average  of  1 23  hours  a  year  on  board- 
related  matters.  That  breaks  down 
into  28  hours  for  review  and  prepara- 
tion, 45  hours  for  travel  and  50  hours 
for  attendance  at  board  and  commit- 
tee meetings. 

There  is  often  a  mandatory  retire- 
ment age  for  directors:  typically  70  for 
outsiders,  an  average  of  68  for  insiders. 

Fifty-one  percent  of  companies  now 
require  all  board  members  to  sign  the 
Annual  Report  Form  10-K.  That's  thei 
one  that  can  get  you  into  trouble  if 
anything  is  awry  with  the  company 
and  there  are  lawsuits  later. 

•  The  role  of  the  board.  As  you| 
might  expect,  the  dominant  concern  of  I 
directors  is  financial  results,  now  more; 
than  ever.  There  is  also  greater  concern 
than  in  the  past  over  such  issues  as| 
managerial  succession  and  day-to-day 
operations.  There  is  relatively  littlel 
concern  nowadays  over  corporate  eth- 
ics and  government  relations. 

•  How  directors  are  chosen.  The 
old-boy  network  is  alive  and  well  in 
the  boardroom.  Almost  80%  of  out- 
side directors  are  already  known  to 
the  chairman  and  other  board  mem- 
bers. "Chemistry  is  extremely  impor- 
tant on  a  board,"  notes  Chisholm. 

The  role  of  the  nominating  com- 
mittee is  growing,  however,  and  55% 
of  boards  use  them  as  a  means  of 
identifying  and  selecting  board  mem- 
bers, though  the  chairman  almost  al- 
ways has  veto  power. 
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There's  little  doubt  that  the  gold  price  these  days  looks 
ractive. 

Thus  it  is  not  surprising  to  see  a  renewed  interest  in  the 
ital  on  the  part  of  some  investors. 
But  what  is  also  not  surprising  is  that  these  investors 
ght  be  overlooking  something  as  they  once  again 
)ve  into  gold. 

In  the  past  few  years,  many  have  bought  gold  for  the 
ort  term  only— buying  it  low  and  selling  at  a  higher 
ce  in  a  few  months  or  so,  or  maybe  a  few  years  or  so. 
id,  if  it  didn't  perform  right  away  they  dumped  it. 
This  has  sometimes  been  a  good  tactic,  but  it  also 
lores  the  classic  reason  to  own  gold. 
3old  is  not  like  other  investments.  It  is  not  like  stocks  or 
nds.  It  is  not  like  collectibles,  it  is  not  like  options,  it  is 
t  like  real  estate.  It  is  not  even  like  silver,  which  is 
ailable  in  larger  quantities,  and  is  also  stockpiled  for 
vitary  and  industrial  uses. 
Gold  is  man's  classic  hedge— whether 
ainst  inflation,  a  stock  market  crash,  a 
valuation,  a  bank  failure— against  al- 
)st  any  monetary  crisis.  It  has  been 
s  way  historically,  the  hedge 
at  moves  independently  of  pa- 
r  investments.  And  the  wise 
'estor  uses  it  as  such  with 
aybe10to15  percent  of  his  long 


term  portfolio  or  savings  in  gold.  It  is  a  kind  of  capital 
insurance.  You,  after  all,  insure  your  life,  your  home,  your 
car-  why  not  insure  your  portfolio^ 

Once  you've  made  a  commitment  to  gold,  you'll  find 
there's  one  coin  that  really  stands  out:  The  Krugerrand. 

Noothergoldcoin  hassomanyofthegood  investment 
attributes  of  the  South  African  Krugerrand:  Its  four  sizes 
offer  exactly  one  ounce,  1/2  ounce,  1/4  ounce,  and  1/10 
ounce,  of  pure  gold.  So  you  can  easily  relate  them  to  the 
daily  gold-ounce  price.  What's  more,  there's  been  just 
enough  extra  metal  added  to  them  to  make  them  hard 
enough  to  resist  scratching  and  denting. 

Sold  in  volume  and  therefore  at  a  low  premium  over  the 
price  of  gold,  you  buy  Krugerrands  at  many  local  coin 
dealers,  precious  metals  companies  and  at  some  se- 
lected banks  and  brokerage  firms. 

And  you  now  know  the  real  reason  to  buy  them. 

For  information  and  dealers  near  you  call  800-526- 
7843Ext.0008(in  New  Jersey,  800-522-4503)  orsendthe 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


©  1982  International  Gold  Corporation  Ltd 
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Possibly  because  of  the  slump  that 
many  corporations  are  in,  the  need  to 
tend  to  one's  own  knitting  first  and  the 
threats  of  liability,  more  prospective 
candidates  than  ever  are  turning  down 
invitations  to  sit  on  boards.  About  one 
in  five  declines.  Insurance  companies 
had  the  highest  turn-down  rate  in 
1981,  with  35%  saying  that  prospec- 
tive directors  had  nixed  their  offers. 

If  you  want  to  serve  on  a  board,  the 
first  thing  to  do,  obviously,  is  to 
spread  the  word,  not  only  among 
board  chairmen  and  directors  you 
know,  but  also  with  specialists  who 
sometimes  hunt  for  directors.  You 
can  drop  a  resume  off  and  fill  out  a 
questionnaire  at  Boardroom  Consul- 
tants (230  Park  Ave.,  New  York,  N.Y. 
10169)  and  the  National  Association 
of  Corporate  Directors,  one  of  the 
American  Management  Associations 
(440  First  St.  NW,  Washington,  D.C. 
20001).  Several  executive  recruiting 
firms  also  find  directors  for  their 
corporate  clients  from  time  to  time. 
Among  them  are  Robert  L.  Gette, 
Haley  Associates,  Heidrick  &  Strug- 
gles, Korn/Ferry  International,  Nor- 
deman  Grimm  and  Spencer  Stuart  & 
Associates. — W.G.F. 

Loose  ends 

Going  on  a  cruise  is  a  great  idea, 
but  picking  a  ship,  the  right 
cruise  line  and  destination  can  be  so 
maddening  as  to  make  you  want  to 
forget  the  whole  thing.  You  could 
spend  the  entire  fall  and  winter  go- 
ing blind  at  your  travel  agency  look- 
ing through  glittering  brochures  that 
tell  you  little  more  than  that  the 
water  is  green  and/or  blue  and  what 
the  dates  of  departure  are.  Now  28 
major  cruise  lines,  wisely  banded 
together  in  their  own  trade  associ- 
ation, have  compiled  a  concise,  in- 
formative guide  to  cruises  that  will 
save  you  hours  in  the  winnowing 
process. 

To  bolster  sales  this  year,  cruise 
lines  are  offering  a  number  of  incen- 
tives, including  free  air  transportation 
to  ports  of  departure,  cash  rebates  for 
early  bookers,  fiat  rates  for  both  inside 
and  outside  cabins,  discounts  for  third 
and  fourth  persons  sharing  a  cabin 
with  two  full-fare  passengers,  special 


The  Sun  Lines'  cruise  ship  Stella  Solaris 
A  Love  Boat  cruise  in  your  future. 


standby  fares  and  single-passenger 
discounts.  For  a  rundown  on  cruises 
this  fall  and  winter,  including  costs 
and  any  special  incentives,  as  well  as 
some  tips  on  taking  a  cruise,  send  a 
9x1 2-inch  envelope  and  $2  to  cover 
postage  and  handling  to  the  Cruise 
Lines  International  Association  at  ei- 
ther Pier  35,  Suite  200,  San  Francisco, 
Calif.  94133,  or  1 7  Battery  Place,  Suite 
631,  New  York,  N.Y.  10004. 

Picking  a  mutual  fund  isn't  easy.  Like 
many  another  financial  writer  who  is 
often  asked  to  choose  one,  I  first  cite 
Forbes'  own  annual  mutual  fund  sur- 
vey, published  this  year  on  Aug.  30. 
Then  comes  the  second  question:  How 
can  I  contact  funds  for  more  informa- 
tion? Well,  there  are  now  three  mother 
lodes  for  such  data. 

First,  there  is  the  Investment  Com- 
pany Institute,  the  trade  association  for 
most  of  the  nation's  mutual  funds. 
Upon  request,  the  institute  will  mail 
you  a  complete  list  of  member  funds, 
including  addresses,  toll-free  tele- 
phone numbers  and  a  designation  as  to 
what  type  of  fund  each  is.  The  institute 
breaks  them  down  into  ten  categories: 
aggressive  growth;  balanced;  bond; 
growth;  growth  and  income;  income,- 
limited  maturity  municipal  bond;  mu- 
nicipal bond;  money  market;  and  op- 
tions. The  institute  will  also  furnish 
you  with  separate  lists  of  funds  ar- 
ranged by  category.  Address:  1 775  K  St. 
NW,  Washington,  D.C.  20006. 

The  No-Load  Mutual  Fund  Associ- 
ation publishes  a  directory  each  year 


that  gives  thumbnail  descriptions  of 
funds,  in  addition  to  addresses  and 
phone  numbers.  Over  50,000  copies 
are  sold  each  year.  Cost  is  $1  to  cover 
postage  and  handling.  Address:  Valley 
Forge  Colony  Building,  Valley  Forge, 
Penna.  19481. 

A  more  comprehensive  (and  expen- 
sive) rundown  can  be  found  in  The\ 
Handbook  for  No-Load  Fund  Investors, 
published  by  the  editors  of  the  No- 
Load  Fund  Investor  advisory  service. 
It  includes  a  lot  of  solid  how-to  ad- 1 
vice  that  even  seasoned  investors  will 
find  useful.  Cost:  $39,  which  includes 
four  quarterly  newsletters.  Address: 
P.O.  Box  283,  Hastings-on-Hudson, 
N.Y.  10706. 

Financial  aid  for  your  child's  college 
education  is  harder  to  get  than  it  was 
even  a  couple  of  years  ago.  One  good 
source  of  information  on  the  subject 
is  "Financing  Student  Loans,"  a  re- 
port published  by  the  College  Board. 
The  report,  which  examines  gaps  in 
available  student  aid  and  makes  sug- 
gestions on  filling  them,  is  available 
for  -$4.  Write  to  the  College  Board, 
1717  Massachusetts  Ave.  NW,  Wash- 
ington, D.C.  20036.  Another  good 
booklet  on  the  subject  is  "Don't  Miss 
Out,"  an  annual  guide  to  scholarships 
and  loans.  Two  key  suggestions  by 
author  Bob  Leider:  Be  thoroughly  fa- 
miliar with  federal  aid  programs  and 
apply  early.  For  a  copy  send  $3  to 
Octameron  Press,  P.O.  Box  3437,  Al- 
exandria, Va.  22302. 
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A  Rolls-Royce  is  one  of  the 
few  investments  you  can  control 
with  your  own  hands* 


A  Silver  Spur  is  a  rare  commodity  at 
your  command. 

Take  the  wheel,  turn  the  key  and 
listen.  The  V-8  engine  is  a  whisper. 

Step  on  the  accelerator  and  hit  the 
speed  limit  in  seconds.  The  power  is 
overwhelming  and  road  noises  and 
vibrations  are  imperceptible. 

Head  for  a  familiar  rough  road. 
The  independent  front  and  rear 
suspensions  make  you  wonder  if  it 
has  been  repaved. 

Zigzag  through  a  countryside. 
The  aerodynamic  shape  lets  you  slice 
through  crosswinds  and  sail  around 
corners  with  ease. 

Come  to  a  stop  from  any  speed. 
The  independent  braking  systems 
bring  you  to  a  swift  halt  without  a 
skid  or  a  swerve. 

Drive  from  upstate  New  York  to 
downtown  Phoenix  in  the  middle  of 
February.  The  unique  Rolls-Royce 


twin-level  automatic  air-conditioning 
maintains  whatever  temperatures  you 
have  set  to  cool  your  head  and  warm 
your  feet. 

Revel  in  the  glory  of  the  ride  and 
the  comforts  of  the  car.  Every  detail 
from  the  electronic  conveniences  to 
the  personal  craftsmanship  is  pure 
Rolls-Royce. 

And  like  every  Rolls-Royce  you  have 
ever  seen,  a  new  Silver  Spur  is  built 
by  hand,  built  to  last  and  built  to 
appreciate  in  value  long  after  time 
catches  up  with  ordinary  cars. 

More  than  half  the  cars  in 
Rolls-Royce  history  are  still  on  the 
road.  Many  of  them  are  worth  more 
titan  they  were  years  ago.  And  if  you 
have  dreamed  of  owning  a  Rolls™ 
someday,  today  is  the  day  to  either 
purchase  or  lease  a  Silver  Spur. 

All  that  is  missing  in  this 
masterpiece  is  you. 


For  the  Rolls-Rovce  Authorized  Dealership  nearest  vou,  contact 
Rolls-Royce  Motors  Inc. ,  Lyndhurst,  New  Jersey  07071. '( 201 )  460-7800. 
The  names  "Rolls-Royce"  and  "Silver  Spur"  and  the  mascot,  badge  and  radiator  grille  are 
registered  trademarks,  as  are  die  Bentlcy  name,  mascot  and  badge. 

©  Rolls-Rovce  Motors  Inc  1982 


A  Rolls-Royce  is  a  Rolls-Royce. 
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Edited  by  Barbara  Ettorre 

Pumping  plastic 

Arco  dropped  its  gasoline  credit  card 
in  April.  Shell  last  month  began  a 
media  blitz  to  encourage  present 
Shell  cardholders  to  use  the  card 
more  often  and  to  attract  new  ones. 
And  just  to  confuse  matters,  the 
likes  of  Exxon,  Gulf  and  Phillips  re- 
cently imposed  a  3%  credit  card  fee 
on  their  dealers,  many  of  whom  are 
passing  it  on  at  the  pump. 

Now  comes  Getty  with  another 
wrinkle.  As  of  Nov.  1,  it  will  junk  its 
own  credit  card  operation — but  en- 
courage its  dealers  to  accept  Visa  and 


Differ  hopes  to  improve  Getty's  credit 
card  business  at  the  pump,  today  cur- 
rently only  13%  of  its  total  gas  rev- 
enues compared  with  a  20%  industry 
average.  Only  300,000  Getty  cards  are 
active,  he  notes,  whereas  "mdlions  of 
bank  cards  are  in  the  hands  of  people 
driving  cars."  Moreover,  Differ  be- 
lieves bank  cards  could  spawn  a  far 
greater  increase  in  volume  than  could 
a  price  cut  of  only  a  few  cents  at  the 
4,600  Getty,  Skelly  and  Mohawk  sta- 
tions pumping  his  gas  nationwide. 

Differ,  59,  a  27-year  veteran  of  the 
oil  industry  who  has  run  Getty's  mar- 
keting since  1966,  says  his  division 
had  pondered  the  credit  card  problem 
for  two  years  before  making  tbe  move 
to  Visa  and  MasterCard.  He  flatly  de- 
nies that  it's  an  intermediate  step  on 
the  way  to  discontinuing  credit  cards 
altogether.  "We  were  aware  of  what 
the  other  companies  were  announc- 
ing," he  says.  "We  want  to  do  some- 
thing a  little  different,  something  to 
help  our  dealers." — Michael  Moynihan 


Thomas  Differ,  senior  rice  president  of  Getty  Oil  Co. 

Only  300,000  active  Getty  cards  out  there,  but  millions  of  bank  cards. 


MasterCard  bank  credit  cards.  Arco 
figured  it  would  save  $73  million  a 
year  by  dropping  its  card  and  chose  to 
pass  it  along  to  customers  in  lower  gas 
prices.  Getty,  instead,  will  pass  along 
a  good  chunk  of  its  savings  (it  won't 
say  how  much)  to  its  dealers,  by  pay- 
ing the  bank  card  a  commission  of  3% 
or  less  on  gasoline  and  oil  sales.  (The 
dealers  themselves  will  pay  the  com- 
mission on  repair  and  parts  sales.) 

The  idea,  says  Thomas  Differ,  a 
Getty  senior  vice  president  and  the 
plan's  creator,  is  to  cut  costs  without 
cutting  credit  lines.  "It  is  a  lot  differ- 
ent, now  with  gasoline  generally 
more  than  a  dollar  a  gallon,  as  com- 
pared to  the  days  when  it  was  under 
20  cents,"  he  says. 

Why  stick  with  credit  cards  at  all? 
With  the  use  of  Visa  and  MasterCard, 


Oyez,  oyez  . . . 

One  of  the  most  important  copyright 
cases  in  decades,  if  not  of  all  time — 
Sony  Corp.  of  America  v.  Universal  City 
Studios,  Inc. — is  scheduled  to  be  heard 
next  spring  by  the  U.S.  Supreme 
Court.  Legal  bills  on  each  side  are 
already  well  past  $1  million  since  the 
battle  was  joined  six  years  ago,  and 
two  Los  Angeles  attorneys  are  now 
readying  final  arguments  that  will  de- 
cide the  vexing  issue  at  the  case's 
core — how  to  strike  a  balance  be- 
tween the  rights  of  ownership  and  the 
rights  of  use. 

Both  Stephen  Kroft,  Universal's 
chief  counsel,  and  Dean  Dunlavey, 
Sony's  lead  attorney,  have  been  with 
the  case  since  it  began  in  1976,  when 


Attorney  Stephen  Kroft  for  I  nirersal 
Seeking  damages  at  the  root.  .  .  . 

Universal,  to  protect  the  value  of  its 
film  library,  went  into  a  federal  court 
seeking  to  halt  the  sales  of  Sony  Beta- 
max  videocassette  recorders.  The 
court  refused  to  do  so.  Universal  ap- 
pealed, and  in  1981  the  lower  courl 
was  reversed.  Meanwhile,  the  U.S. 
Congress,  grappling  cautiously  with 
the  conflicting  equities  involved,  has 
significantly  updated  copyright  stat- 
utes but  has  left  considerable  room  foi 
judicial  interpretation. 

Stephen  Kroft,  38,  a  Stanford  law 
graduate  and  a  partner  at  Rosenfeld, 
Meyer  &.  Susman,  seems  clearly  eagei 
to  avoid  casting  his  client,  Universal, 
in  the  role  of  public  enemy.  "We're  not 
suing  individuals,"  he  says.  "We're  su- 
ing manufacturers.  We  want  to  get  out 
damages  at  the  root  of  the  problem." 

Damages?  Quite  the  contrary,  Dean 
Dunlavey,  57,  a  Harvard  law  graduate 
and  partner  at  Gibson,  Dunn  & 
Crutcher,  will  argue  for  Sony.  "Uni- 
versal makes  money  renting  or  selling 
its  cassettes  to  Betamax  owners,"  he 
says.  "The  Betamax  recorder  has 
probably  increased  Universal's  profits 
far  more  than  those  of  its  maker." 

Anyone  with  a  taste  for  legal  subtle- 
ties will  have  a  high  old  time  as  Kroft 
and  Dunlavey  square  off  at  each  other 
and  the  learned  justices  throw  zingers 
at  both  of  them  from  the  Supreme 
Court  bench.  The  new  copyright  act 
that  became  law  in  1978,  for  example, 
ticked  off  five  exclusive  rights  of 
copyright  owners,  including  the  right 
to  "reproduce  or  authorize  the  repro- 
duction" of  a  copyrighted  work,  such 
as  one  of  Universal's  movies.  But  un- 
like other  rights,  which  clearly  apply 
only  to  public  use,  the  new  act  makes 
no  distinction  between  public  and  pri- 
vate use.  Should  home  video,  then,  be, 
included  or  exempted?  All  sorts  of 
complications  follow,  like  what  is 
"fair  use"  and  what  is  "privacy"? 

More  than  the  long-term  value  ol 
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Wtomey  Dean  Dunlaveyfor  Sony 
.  .  What  damages? 

Jniversal's  huge  14,000-plus  film  li- 
brary, or  the  future  sales  of  home 
/CRs  and  tapes  (now  roughly  a  $1 
)illion  market),  is  at  stake.  Among 
;everal  bills  now  pending  in  Con- 
press  is  one  that  would  slap  a  $50 
oyalty  on  the  sale  of  each  VCR  and 
51  on  the  sale  of  blank  tapes — the 
)roceeds  of  which  would  go  into  a 
dtty  to  reimburse  copyright  owners. 
Dean  Dunlavey  admits  he  does  a  lit- 
:le  private  home-videotaping  him- 
self.— Roger  Neal 

These  seats  are  taken 

3an  American  World  Airways  flight 
[10,  which  leaves  JFK  International 
or  Rome  every  day  at  6:45  p.m.  and 
■eturns  as  flight  111  the  next  day,  is 
/irtually  a  private  New  York-to- 
ilome  shuttle  for  Mario  Perillo,  56, 
^resident  and  owner  of  Pearl  River, 
SLY. -based  Perillo  Tours.  Since  1974, 
»vhen  his  firm  started  buying  air  tick- 


ets exclusively  from  Pan  Am,  Perillo 
estimates  that  his  firm  has  flown 
some  90,000  people  to  Italy  and  back. 
It's  the  only  destination  Perillo 
serves.  This  year  alone,  in  the  season 
running  from  April  to  October,  Perillo 
says  he  has  flown  20,000  travelers  on 
his  15-day  package  tours — a  15%  in- 
crease over  1981.  Of  Pan  Am's  esti- 
mated 146,000  round-trip  passengers 
to  Italy  annually,  Perillo  Tours  ac- 
counts for  about  15%.  His  firm  is  now 
Pan  Am's  single  biggest  customer. 

The  Perillo  family  has  been  selling 
all-inclusive  package  tours  to  Italy 
since  1945,  when  Perillo's  father,  Jo- 
seph, started  the  operation,  and  even 
before  Pan  Am  began  to  fly  377  Strato- 
cruisers  to  Rome  in  one-way  trips  of 
17  hours.  Perillo  used  to  sell  charter 
flights  until  he  negotiated  a  deal  with 


Called  to  account 

Firestone  Tire  &.  Rubber  Co.  reported 
a  $79  million  profit  on  sales  of  $4.3 
billion  in  1981.  But  under  inflation- 
accounting  guidelines  established  by 
the  Financial  Accounting  Standards 
Board,  Firestone  had  a  loss  of  $112 
million  last  year. 

Which  figure  is  right?  Neither,  says 
Victor  Brown,  currently  Firestone's 
chief  financial  officer  and  soon  to  be- 
come a  full-time  member  of  the  FASB 
itself.  "Traditional  accounting  rules 
need  supplementing  these  days,"  he 
says.  "But  the  inflation-adjusted 
numbers  are  not  the  whole  truth  ei- 
ther. They  show  what  would  be  ob- 
tained under  certain  conditions.  They 
were  drawn  up  in  a  spirit  of  experi- 
ment." The  inflation  accounting  rule 


Victor  Brown  of  Firestone  Tire  &  Rubber  Co. 

A  "spirit  of  experiment"  to  find  "the  whole  truth.' 


Mario  Perillo  of  Perillo  Tours 
Thank  God  for  Mario. 


Pan  Am  to  buy  regular  flights  at  a 
discount — a  big  draw  for  a  budget- 
minded  traveler.  A  normal  economy- 
class  round  trip  to  Italy  now  runs 
$1,200  on  Pan  Am.  Perillo's  $1,500 
package  includes  air  fare  and  ground 
transfers,  meals,  hotels  and  sightsee- 
ing for  two  weeks.  His  sales  reached 
$30  million  this  year. 

Perillo  is  sanguine  about  Pan  Am's 
problems  (seep.  124).  "What  we  hear 
from  the  soldiers  of  the  organiza- 
tion— the  agents,  clerks  and  so 
forth — is  that  they  think  they  are  over 
the  hump,"  he  says.  "They  seem  en- 
thusiastic, and  that  gives  us  a  warm 
feeling."  So  sure  is  he  of  the  continu- 
ing lure  of  Italy  and  the  ability  of  Pan 
Am  to  get  American  travelers  there 
that  Perillo  has  already  signed  up  for 
23,000  places  with  the  carrier  for 
1983. — Aaron  Bernstein 


on  depreciation,  for  instance,  assumes 
that  a  company  would  replace  its  ex- 
isting plant  with  exactly  the  same 
facilities.  "Technology,"  notes 
Brown,  "has  moved  on  and  demand 
has  changed.  Firestone  may  want  to 
do  something  different  the  next 
time."  A  lot  of  executives  in  smoke- 
stack businesses  would  agree. 

Brown,  53,  a  graduate  of  the  Wharton 
School  of  Business,  came  to  Firestone 
less  than  a  year  ago  from  Standard  Oil 
of  Indiana.  He  will  be  regarded  as  indus- 
try's spokesman  on  the  seven-member 
FASB  board.  His  colleagues  on  the 
Stamford,  Conn. -based  board  are 
drawn  from  public  accounting  prac- 
tice, government  and  academic  life. 

Money  is  hardly  the  attraction  for 
Brown  at  the  FASB.  He  will  receive 
$185,000  a  year — not  a  pittance,  cer- 
tainly, but  it  simply  matches  his  cur- 
rent salary  at  Firestone.  There  are  no 
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bonuses,  such  as  the  $90,000  he  re- 
ceived this  year  based  on  Firestone's 
profits — before  inflation  adjustments, 
of  course.  He  denies  a  clash  with  Fire- 
stone CEO  John  Nevin  and  adds:  "The 
new  job  is  a  chance  to  make  a  differ- 
ent kind  of  contribution,  somewhat 
akin  to  public  service." 

Known  tor  working  long  hours, 
Brown  will  need  his  stamina  for  his 
new  job.  Each  FASB  member  is  ex- 
pected to  keep  tabs  on  all  aspects  of 
the  board's  work.  A  new  standard  may 
be  argued  about  for  years  and  could 
draw  as  much  as  8,000  pages  of  com- 
ment from  the  public  before  it  is 
adopted.  Members  are  expected  to 
read  it  all. — Eamonn  Fingleton 

Follow  the  bouncing  ball 

"We  used  to  kid  in  the  industry  that 
the  two  most  important  typewriters 
in  the  world  were  IBM  and  IBM  used," 
says  Thomas  O'Reilly,  president  of 
Juki  Office  Machine  Corp.  For  IBM's 
typewriter  competitors,  that  joke  was 
no  laughing  matter.  Of  the  estimated 
10  million  electric  typewriters  (not 
including  portables)  now  in  use  in 
U.S.  offices,  the  IBM  Selectric,  first 
introduced  in  1961,  has  85%  of  the  SI 
billion  market.  But  O'Reilly  thinks  he 
has  something — a  typewriter  that 
looks  and  works  like  a  Selectric,  rotat- 
ing ball  and  all,  at  half  the  price. 

Others  may  be  convinced  that  elec- 
tronic word  processors  have  doomed 
the  electromechanical  technology  of 
the  Selectric,  whose  basic  design  is  20 
years  old.  Not  O'Reilly.  After  30  years 
of  selling  typewriters  for  Remington, 
Olympia  and  Adler,  he  became  con- 
vinced that  people  really  wanted  not  a 
new  technology,  but  a  Selectric  sell- 
ing for  around  $400  rather  than  at 
IBM's  starting  price  of  $995. 

O'Reilly  spent  seven  years  and  $1 
million  to  build  a  prototype.  He  and 
two  associates  raised  the  money  from 
bank  loans  and  O'Reilly's  typewriter 
distributorship.  He  took  the  proto- 
type to  Japan,  to  Tokyo  Juki  (1981 
sales,  $450  million),  the  world's  larg- 
est maker  of  industrial  sewing  ma- 
chines. Juki  had  already  been  manu- 
facturing Olivettis.  Now,  it  has  man- 
ufacturing and  marketing  rights  for 
O'Reilly's  machine — called  the  Sier- 
ra— paying  O'Reilly  an  undisclosed 


Juki  Office  Machine's  Thomas  O'Reilly 
An  old  technology,  but  half-price. 

royalty  for  each  machine.  For  openers, 
Juki  will  offer  a  $400  model  to  pick  off 
individuals  and  small  businesses  pin- 
ing for  a  used  IBM  Selectric.  To  that 
market  segment  O'Reilly  expects  to 
sell  60,000  typewriters  by  year-end. 
By  then  O'Reilly  hopes  to  start  luring 
bigger  office  customers  with  a  $595 
Sierra  to  go  against  IBM's  Selectric  II 
($995).  By  the  end  of  1983,  O'Reilly 
hopes  to  be  selling  350,000  Sierras 
shipped  from  the  $16  million  plant 
Juki  has  built  in  Hiroshima. 

No  rumblings  from  IBM  so  far. 
In  fact,  as  president  of  Juki  Office 
Machine,  O'Reilly  signed  a  market- 
ing agreement  with  IBM  recently, 
making  him  an  authorized  U.S. 
distributor  of  the  IBM  typing 
balls —Kathleen  K.  Wiegner 

Never  mind  Schlag 
and  Strauss 

Add  Austria  to  the  list  of  European 
countries  seeking  U.S.  high-technolo- 
gy companies  to  invest  within  their 
borders.  "We  have  been  losing  oppor- 
tunities because  we  have  not  been 
promoting  ourselves,"  said  Deputy  Fi- 
nance Minister  Hans  Seidel  during  a 


recent  mission  to  the  U.S.  to  sprcaQ 
the  good  word.  His  talks  with  Ameri' 
can  executives  have  focused  not  on 
pastries  and  scenery  but  on  Austria'^ 
work  force  and  its  already  solid  repu  " 
tation  in  precision  engineering. 

"Including  fringe  benefits,  oul 
skilled  workers  cost  30%  to  40%  less 
than  those  in  West  Germany  or  Swit-* 
zerland  and  are  just  as  good,"  says 
Seidel,  who  notes  that  almost  one  in 
three  manufacturing  jobs  in  Austria  is 
now  supplied  by  a  non-Austrian  com- 
pany. It  was  the  work  force,  he  says, 
that  motivated  GM  in  1979  to  put  a 
$450  million  engine  plant  near  Vien- 
na— just  30  miles  from  the  Eastern 
bloc.  And,  it  was  the  work  force  that 
led  to  Europe's  first  64K  RAM  chips 
being  made  in  Deutschlandsberg, 
Austria  by  Siemens,  the  big  German 
concern  and  the  largest  foreign  em- 
ployer in  Austria. 

Besides  the  workers,  what  can  Aus- 
tria offer?  Tariff-free  agreements  withi 
the  EEC  and  membership  in  the  Euro- 
pean Free  Trade  Association,  for  one 
thing — a  total  Western  European  mar- 
ket of  370  million  people.  Moreover, 
Austria  pays  up  to  30%  of  a  new  in- 
vestment in  grants  and  subsidized' 
loans,  with  training  grants  on  top  oft 
that.  On  the  bargaining  table,  too,  is] 
an  unusual  no-loss  leasing  scheme, 
under  which  an  Austrian  state  agency 
covers  the  first  moneylosmg  years  for 
small  companies  (under  50  employ- 
ees) on  the  condition  that  the  foreign 
firm  promises  to  stay  for  an  additional 
number  of  years  (and  gets  an  option  to 
buy  the  facility  at  a  bargain). 

Other  special  incentives  are  avail- 
able to  companies  planning  to  export 
a  lot  of  goods.  The  chief  reason  for 
that  sweetener  is  the  chronic  deficits 
in  Austria's  balance  of  payments — the 
result  of  having  to  import  70%  of  its 
energy  needs.  In  most  other  respects, 
says  Seidel,  59,  formerly  the  head  of 
the  Austrian  Institute  of  Economic 


Austrian  Deputy  Finance  Minister  Hans  Seidel 
"We  don't  like  hire-and-Jire." 
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IF  THE  WALL  STREET  JOURNAL  DIDN'T  ARRIVE  SO  EARLY, 

I'D  GET  MORE  SLEEP. 

JOSEPH  ETURLEY,  PRESIDENT,  THE  GILLETTE  COMPANY 

"Every  morning  I  make  sure  I  get  to  work  as  early  as  The  Wall  Street  Journal  does, 
lat  way,  I'm  sure  to  have  time  to  read  it  before  my  first  meeting,  in  fact,  most  other 
sy  executives  I  know  also  consider  The  Journal  a  necessary  part  of  their  business  day. 

"You  see,  The  Journal  is  the  source  of  business  information.  Information  that  I 
solutely  need  to  help  me  make  decisions.  In  my  experience  it's  by  far  the  most  quoted, 
nembered  and  thoroughly  used  publication  available. 

"When  I  read  The  Journal,  I  know  I'm  not  going  to  miss  anything  important  in  busi- 
ss.  So  even  though  I  give  up  some  sleep  mr  111  AM  Of  DECT  IMIDUAI 
iding  it,  I  wouldn't  dream  of  starting      IHE  WALL  dllfEEl  JUUffNM. 
/  day  without  The  Wall  Street  Journal!'  M  the  business  news  you  need. When  you  need  it. 


•scribe  today,  call  800-345-8540  except  Hawaii  or  Alaska.  PA  800-662-5180.  Or  write:  200  Burnett  Rd.,Chicopee,  MA  01021. 


One  of  the  growth  technologies  of  the  future  is  computer- 
ized image  processing. 

Ifs  a  vital  technological  thrust.  More  and  more,  industry, 
medicine,  science  and  defense  are  making  use  of  huge  num- 
bers of  images  gained  from  many  sources— radar,  infrared, 
acoustic,  television  cameras. 

Until  recently,  most  images  have  been  analyzed  or 
compared  only  by  specialists.  But  now,  computers  are  being 
taught  to  "read/understand"  and  make  decisions  about 
torrents  of  images  that  would  otherwise  swamp  the  human 
eye  and  brain. 


'The  tanks  just  moved! 


The  orange  lines,  which  are  offset 
from  the  original  image  of  the 
tank,  are  part  of  the  recognition 
technique  that  shows  the 
tank  has  moved. 


This  can  becritical  inputto 
a  threatened  commander,  and 
he  needs  it  almost  instantly. 

A  reconnaissance  aircraft  or 
satellite  carrying  a  sensor  such 
as  a  television  camera  or  radar 
would  make  the  discovery.  The 
sensor's  images  then  are  con- 
verted into  electrical  signals 
and  sent  to  a  computer,  where 
they  are  stored  as  arrays  of 
numbers.  Computer  programs 
manipulate  the  numbers  until 
the  tanks  are  "recognized."  An 
enhanced  image  showing  the 
tanks  can  be  reconstructed  and 
displayed  for  the  commander. 


But  a  computer,  unlike  a  human  being,  has  to  beg) 
mathematical  description  in  advance  to  know  what] 
looks  like.  The  sensor,  covering  everything  it  sees,  se 
a  staggering  volume  of  signals.  So  the  computer  mua 
"trained"  to  eliminate  unimportant  images  and  conq 
on  significant  ones. . .  for  example,  to  look  for  the  tail 
were  spotted  yesterday  to  see  if  they  moved. 

This  is  not  just  laboratory  theory.  Lockheed  teams  j 
now  are  training  computers  in  this  automated  image 
standing,  or  "computer  vision!' 

How  big  is  the  wheat  crop? 

Identifying  wheat  from  corn  from  sagebrush  orotl1 
growth  is  another  triumph  of  computerized  image  pre 

The  photo  here  came  from  a  Landsat  satel  I  ite.  The 
color,  assigned  by  a  computer,  indicates  wheat.  Bare 
ground,  plowed  ground,  and  stubble  are  in  shades  of 
Working  with  NASA,  Lockheed  scientists,  engineers 
mathematicians  have  developed  techniques  to  proa 
numbers  of  images  through  computers,  which  they  r 
"taught"  to  recognize  various  crops  and  their  conditi 
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pn  eye,  a  tank  looks  like  the  picture  in  Frame  I.  But  to  a  computer,  the  picture  is  simply  a  large  array  of  numbers  stored  in  its  memory.  It  has  to 
j  data  to  "recognize"  the  tank.  In  Frame  2,  it  analyzes  light  intensities  of  the  picture.  In  Frame  3,  it  manipulates  its  stored  data  to  identify  edges  of 
d  in  Frame  4,  it  has  eliminated  background  and  now  has  abstract  edges  and  shapes  from  which  it  can  proceed  to  recognize  the  tank. 


,  this  valuable  technology  enables  Lockheed  to 
le  the  size  of  world  crops. 

jating  by  images. 

[o  you  navigate  an  unmanned  vehicle  when  an 

(jidance  system  is  too  expensive? 

ay  is  with  an  image-based  system  being  developed 

beed. 

|iuman  pilot,  the  computerized  system  will  "read" 
of  cues,  like  woods,  ridges,  and  hills.  It  will  recog- 
le,  for  instance,  even  when  iced  over  or  shrunken 
it.  With  this  input,  along  with  other  data  such  as 
and  compass  readings,  the  computer  will  weigh 
jjrmation  and  initiate  accurate  navigational  orders, 
[g  human  eyes  that  can  tell  a  lake  from  a  hill,  the 
Fwill  rely  on  mathematical  descriptions  of  topo- 
?atures.  These  descriptions,  involving  such  features 
pr  brightness  contrasts,  will  "teach"  the  computer  to 
(react  correctly  to  the  three-dimensional  world. 

nating  X-ray  inspection. 

Lng  subtle  differences  or  flaws  shown  by  X-ray 
bhs  has  traditionally  been  a  slow,  tiring  job  for 
pecialists,  particularly  in  industry. 
Lv  Lockheed  has  developed  an  Automatic  X-ray 
In  System  —  AXIS —that  examines  X-rays  by  the  thou- 
kreat  speed.  It  converts  X-ray  images  into  numbers  and 
p  the  results  against  established  norms,  thus  isolating 
[Vith  quick,  tireless  repeatability,  it  makes  accept/ 
:isions  and  records  the  data  on  magnetic  tape. 


First  developed  for  the 
defense  industry,  AXIS 
can  be  easily  adapted 
to  medicine  and  other 
industries.  It  will  be 
increasingly  important 
in  applications  where 
large  numbers  of  images 
or  articles  must  be 
checked  fast  for  subtle, 
critical  variations. 


Arrow  points  to  a  defect  revealed  in  an  AXIS 
X-ray  image  of  an  artillery  shell  casing. 


Image  processing:  the  future. 

If  a  system  of  sensors  and  computers  can  recognize 
instantly  the  movement  of  tanks  or  scan  the  ground  below  to 
guide  an  unmanned  vehicle,  cannot  more  advanced  systems 
be  developed  to  guide  surgeons  as  they  operate?  Cannot 
systems  such  as  AXIS  lead  to  immense  improvement  in  the 
quality  of  American  products? 

Great  as  have  been  the  advances  in  image  processing,  it  is 
a  field  only  now  coming  into  its  own,  and  Lockheed  knows 
how  to  develop  this  emerging  technology. 

^^Lockheed 

For  more  information  about  Lockheed,  write  for  the 
1981  Annual  Report  Highlights  to  A.C.  Melrose, 
Lockheed  Corporation,  P.O.  Box  551,  Burbank,  CA  91520. 


Experience  and  scope  keep  A&J 
pre-eminent  in  the  energy  field. 

For  over  half  a  century,  the  innovative 


For  over  half  a  century,  the  innovative 
leader  in  energy  insurance  brokerage  has 
been  Alexander  &  Alexander. 

Early  on,  we  pioneered  new  insurance 
coverages  for  the  developing  coal  and  gas 
businesses.  Played  a  catalytic  role  in  help- 
ing to  create  the  insurance  capacity  needed 
to  cover  incredibly  high-cost  energy  nsks. 
And  met  the  burgeoning  and  increasingly 
complex  global  and  domestic  needs  of  de- 
manding oil  clients,  from  integrated  multi- 
nationals to  smaller  independents. 

Today,  our  National  Energy  Division 
keeps  A&A  the  foremost  energy  insurance 
broker.  This  crack  team  of  technical  experts 
offers  you  the  most  comprehensive  services 
available,  with  m-depth  expenence  in  every 
energy  area.  Oil.  Gas.  Coal.  Utilities.  Nuclear 
power.  Shale  oil.  Tar  sands.  Synthetic  fuels, 
solar  and  other  alternative  energy  sources. 
Pipelines.  Marine.  Storage  and  distribution. 
And  contractor  and  supplier  services. 

Energy  services 
pinpointed  to  client  needs. 

Because  members  of  our  National 
Energy  Division  are  strategically  located  at 
key  energy  centers  across  the  country,  it  is 
easy  for  local  offices  to  draw  upon  the 
expertise  you  need,  no  matter  what  energy 
area  you  specialize  in.  Together,  we'll  help 
analyze,  design  and  service  custom-made, 
cost-efficient  risk  management  programs. 

In  energy,  as  in  other  industries,  we 
view  financial  risk  through  the  client's  eyes. 

We  think  a  big  reason  A&A  has 
become  one  of  the  largest  and  most  trusted 
insurance  brokers  worldwide  is  that  we 
work  the  same  way  with  every  client.  From 
the  client's  point  of  view. 


Alexander 
gAjexander 

From  the  client's  point  of  view. 


Faces 

Behind  the  Figures 


;search,  and  a  professor  at  the  Uni- 
;'sity  of  Vienna,  Austria  is  in  good 
;ipe,  with  inflation  at  5.5%  in  1981 
d  declining,  unemployment  at  3% 
d  the  GNP  growing  at  2%. 
ieidel  has  one  caution,  though,  for 
b  U.S.  companies  he  is  wooing, 
ice  WWII,  he  explains,  there  has 
en  a  "social  partnership"  between 
;  trade  unions  and  employers,  re- 
tting in  a  great  emphasis  on  what  a 
mpany  owes  its  labor  force  when 
siness  is  tough.  "At  times,  employ- 
s  have  to  keep  workers  on,  rather 
an  lay  them  off,"  he  says.  "We  don't 
te  hire-and-fire." — Howard  Banks 


A  "black  box"  for  gems 

[re  years  ago  Jacques  Voorhees  de- 
fied he  wanted  to  computerize  the 
^hly  fragmented  diamond  indus- 
r — where  traditionally  prices  are  set 
sight  and  contacts  are  made  by 
)rd-of-mouth.  Diamond  dealers  told 
m  he  was  crazy. 

Today,  some  of  those  same  skeptics 
ibscribe  to  Polygon  Network, 
rmed  several  months  ago  as  a  joint 
nture  between  Voorhees'  small 
ew  York  company,  Polygon  DTN 
c,  and  AutEx  Systems,  a  division  of 
:rox.  For  a  monthly  fee  of  $850,  a 


canes  Voorhees  of  Polygon  DTN 
olishing  rough  edges. 


subscriber  receives  unlimited  access 
to  Polygon's  national  computer  net- 
work, which  functions  much  like 
NASDAQ's  over-the-counter  trading 
system.  Members  can  sell  their  offer- 
ings on  the  computer,  while  buyers 
can  scan  the  listings  to  see  if  a  desired 
stone  is  available.  If  the  subscriber 
chooses,  he  can  clear  a  sale  through 
Polygon,  for  a  fee  of  $100. 

Voorhees,  a  30-year-old  University 
of  Texas  graduate  who  took  a  dia- 
mond-grading course  and  started  his 
venture  with  $10,000  borrowed  from 
his  father's  Iowa  farm-equipment 
business,  credits  the  bear  market  in 
gems  with  his  initial  success.  "If 
there's  a  guy  in  Great  Falls,  Mont, 
who's  interested,  you  want  to  know 
about  him  right  away,"  he  explains. 
"If  you  can  save  yourself  27  phone 
calls  to  brokers,  so  much  the  better." 

Polygon  bills  itself  as  a  neutral  sup- 
plier of  information  and  a  clearing- 
house for  those  who  want  to  buy  and 
sell  in  anonymity.  In  a  business  where 
five  appraisers  can  come  up  with  five 
different  estimates  of  a  stone's  worth, 
Voorhees  confines  his  data  to  size, 
shape  and  other  physical  matters.  The 
emotion  he  leaves  to  buyer  and  seller. 
Monthly  rental  fees — from  the  likes 
of  Zale  Corp.,  the  Gemological  Insti- 
tute of  America,  Leser  Industries  and 
about  90  other  subscribers  so  far — 
will  allow  Polygon  only  to  break  even. 
Profits  depend  on  trading  fees.  Sellers 
who  want  to  unload  a  stone  quietly, 
Voorhees  hopes,  will  pay  for  privacy. 

The  company,  however,  offers  no 
special  terms  or  trial  offers,  a  depar- 
ture in  a  business  where  haggling  is  a 
way  of  life.  Voorhees  says  his  associ- 
ation with  Xerox  comes  in  handy 
here:  "I  say  to  a  guy  who  is  trying  to 
bargain,  'If  it  were  up  to  me,  you'd  get 
a  break.  But  you  know  how  those  guys 
at  Xerox  are.'  " — Barbara  Rudolph 


Flowering  in 
the  Sunbelt 

"One  thing  about  life  insurance  has 
not  changed,"  says  W.  Ashley  Ver- 
lander.  "It  must  be  sold — you  can't  sit 
around  and  wait  until  someone  calls 
you  to  order  a  policy  like  a  pizza." 

Verlander  knows  whereof  he  speaks. 
He  is  president  of  American  Heritage 
Life  (1981  revenues,  $160  million;  life 
insurance  in  force,  $7.7  billion).  Since 
1957,  the  year  after  AHL  was  founded 
in  Jacksonville,  Fla.  by  Verlander  and 
Claude  Kirk  (later  governor  of  Florida) 
with  $505,000  from  17  investors,  the 
company  has  had  continual  increases 
in  total  income. 

From  the  beginning  Verlander  start- 
ed selling  by  courting  companies  to 


sign  up  employees  for  automatically 
deducted  payroll  allotment  insurance. 
Now,  more  than  2,700  companies  are 
on  the  rolls  (with  40%  of  their  em- 
ployees, on  average,  in  AHL  plans). 
Verlander  says  93%  of  these  policies 
are  the  much  more  profitable  perma- 
nent insurance  rather  than  term.  The 


America)!  Heritage  Life's  Verlander 
Go  where  it's  tough. 


lapse  rate  for  this  type  of  insurance  is 
considerably  lower  than  the  industry 
average  because  an  employee  has  to 
make  a  real  effort  to  drop  the  cover- 
age. AHL  will  write  accident  and 
health  policies  only  if  a  group  has  100 
or  more  members  and  if  it  buys  group 
life.  AHL  also  is  pushing  for  higher 
deductible  levels — giving  employees  a 
real  incentive  to  keep  down  claims. 
The  higher  deductible,  says  Ver- 
lander, is  the  most  effective  tool  in 
controlling  costs. 

The  company  decided  back  in 
1972  that  inflation  and  high  inter- 
est rates  would  be  around  a  while. 
So,  AHL  decided  not  to  let  its  bond 
portfolio  exceed  six  or  seven  years 
in  average  maturity.  Its  mortgage 
loan  investments  are  confined  to 
Ginnie  Maes,  and  only  16%  of 
AHL's  total  investments  are  in  un- 
profitable 6%  policy  loans. 

Verlander,  60,  president  of  AHL 
since  1962,  points  with  pride  to  the 
company's  southern  roots.  Jackson- 
ville was  chosen  as  headquarters  for 
three  reasons  back  in  1956,  he  ex- 
plains: No  ordinary  life  insurance 
company  had  headquarters  in  the 
Southeast;  a  number  of  potential  cor- 
porate customers  were  headquartered 
there;  and,  since  Florida  had  the  most 
stringent  insurance  laws  in  the  re- 
gion, it  wasn't  a  likely  place  to  have 
much  competition. — Stanley  W.  Angrist 
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Meet  a 
Billion  Dollar. 
Energy  Corporation 
Committed  To 

The  Utility  Business 


We  re  ONEOK  Inc.  (pronounced  one-oak),  a  diversi- 
fied energy  corporation  involved  in  the  utility  business, 
exploration  and  production,  natural  gas  processing,  con- 
tract drilling,  and  more.  We  have  a  strong  commitment 
to  the  utility  business.  Our  Oklahoma  Natural  Gas 
Company  is  the  nation's  7th  largest  integrated  natural  gas 
utility.  We  have  major  new  investments  in  pipeline  proj- 
ects. Our  gas  supply  is  among  the  best  in  the  nation. 
ONEOK.  Our  NYSE  symbol  is  OKE.  Perhaps  it's  time 
you  knew  more  about  us.  Ask  your  broker. 


ONEOK 


For  our  Annual  Report,  write:  P.  O.  Box  871,  Tulsa,  OK  74 102 


The  Forbes/WUshire  5000  Review 


12  month  closeup 


Market  Value  of  Wilshire  5000: 
$1,255.7  billion  as  of  9/17/82 


A  Nl  } 


ire  come  the  cherry  pickers.  Despite  some  confusion 
long  professionals  about  this  summer's  sudden  market 
lly,  the  indexes  continue  to  suggest  the  bull  market  is 
al — and  expanding  on  cue.  The  Wilshire  5000,  the  best 
dicator  of  broad  activity,  climbed  marginally  in  the  past 
ro  weeks.  The  o-t-c  index,  however,  showed  the  biggest 
mp,  up  3.5%  from  the  prior  two-week  period.  And  for 
e  past  four  weeks  the  Amex  index  outpaced  the  others. 
This  is  typical  of  previous  long  rallies.  When  the  blue 
dps — best  monitored  by  the  Dow,  which  is  now  falling 
ck  slightly — become  fully  priced,  investors  begin  shop- 


ping elsewhere.  First  it's  the  NYSE,  then  the  Amex  and 
finally  the  o-t-c  market. 

What  are  people  buying  over-the-counter?  Companies 
like  Paraho  (oil  shale  recovery),  Billings  (hydrogen  re- 
search) and  Fonar  (medical  scanning  equipment)  show  up 
among  the  percentage  gainers.  In  short,  the  same  sort  of 
technology-  and  energy-related  issues  that  have  been  pop- 
ular over  the  past  two  weeks  on  the  NYSE — just  smaller 
companies  with  less  float.  The  traditional  cherry-picking 
has  begun.  This  is  the  first  sign  that  individuals  and 
smaller  institutions  are  getting  into  the  game. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

'ercent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500 1 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

9.1 

8.4 

5.5 

8.8 

13.2 

11.8 

ii  last  52  weeks 

2.9 

N.A. 

9.7 

4.6 

-3.7 

1.3 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

13.0 

4.0 

11.9 

11.0 

5.0 

10.0 

12.3 

6.2 

12.0 

9.1 

n  last  52  weeks 

10.4 

12.8 

-3.2 

19.8 

13.6 

15.0 

11.7 

12.7 

5.6 

4.6 

y  Not  available, 
ised  on  sales 

stock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


3te:  All  data  for  periods  ending  9/17/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Energy  on  the  upswing.  After  the  worst  52-wcek  perfor- 
mance of  any  sector,  energy  issues  are  beginning  to 
breathe  life.  Energy  showed  the  second-largest  gains  over 
both  the  last  two  and  the  last  four  weeks.  Spot  oil  prices 
and  heating  oil  prices  are  on  the  rise,  and  the  result  is 
sudden  action  in  some  of  the  oil  issues. 


Oil  and  gas  exploration  stocks  showed  up  in  the  pe 
centage  gainers,  including  Damson  Oil  and  Wilshire  Oi 
Other  big  movers  were  Tosco,  a  refiner,  and  Pionee 
which  is  big  in  natural  gas.  The  two-week  biggest  dim 
however,  came  from  the  finance  sector.  The  leaders  thei 
are  Merrill  Lynch  and  other  brokerage  houses. 


Percent  change  in  last  52  weeks 


Percent  change  in  last  two  weeks 
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Consumer  durables 
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What  The  Analysts  Think 


The  ride  is  over.  Figuring,  perhaps,  that  the  fast  ride  up 
on  the  brokerage  stocks  is  over,  analysts  moved  financial 
issues  to  sixth  place  from  second.  Consumer  nondura- 


bles,  the  52-week  darling,  also  fell — tumbling  to  seven! 
place  from  first.  Now  watch  capital  goods,  the  hard  coj 
of  any  recovery,  which  has  moved  up  smartly. 


Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Technology 

2.31 

3 

2 

2 

Capital  goods 

2.50 

6 

3 

3 

Utilities 

2.56 

4 

1 

4 

Energy 

2.57 

5 

4 

5 

Transporation 

2.61 

7 

6 

6 

Finance 

2.64 

2 

5 

7 

Consumer  non-durable 

2.67 

1 

7 

8 

Raw  materials 

2.75 

8 

9 

9 

Consumer  durables 

2.92 

9 

8 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buyl  to  5  (strong  sell)  Data  reflect  the 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite 


rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groul 
gTaphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  9/17/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Not  all  of  today's 
entrepreneurs  are  here 

in  Silicon  Valley. 


If  we'd  been  doing  our  work  on  voice 
recognition  in  Silicon  Valley,  perhaps  you'd 
think  of  us  more  as  entrepreneurs. 

Because  voice  recognition— teaching 
computers  to  tell  one  person's  voice  from 
another— is  an  exciting  new  technology. 

The  kind  that  made  Silicon  Valley. 

Voice  recognition  is  a  technology  with 
enormous  industrial  and  military  potential. 

And  at  ITT  we've  developed  it  to  the 
point  where  it's  close  to  being  introduced 
in  commercial  markets. 

ITT  is  International  Telephone  and 
Telegraph  Corporation.  Very  decidedly  a 
high-tech  company.  c 

We're  investing 
in  the  future.  What  are 
you  investing  in? 


-4*  S'- 

1982  International  Telephone  and  Telegraph  Corpor 


320  Park  Avenue,  New  York,  N  Y  10022,  US  A. 


Streetwalker 


The  markets  arerit  supposed  to  behave  the 
way  they  do  today.  That's  why  Wall  Street 
professionals  arent  as  happy  as  you  think. 


An  old  game 
with  new  rules 


By  Priscilla  S.  Meyer 


WHEN  IN  A  MATTER  of  Weeks 
the  stock  market  jumps  200 
points,  bond  prices  almost 
keep  pace  and  gold  jumps  a  whopping 
60%,  professional  traders  must  be  get- 
ting rich.  Right?  Not  really. 

Many  pros  pulled  into  the  black  on 
the  leaping  markets,  but  some  lost 
money  and  more  than  a  few  are  spend- 
ing sleepless  nights  (see  p.  132).  One 
Wall  Strecter,  who  repeatedly  sold  the 
stock  market  index  short  and  bought 
tons  of  cotton  futures,  put  a  gun  to  his 
head  and  pulled  the  trigger.  Markets 
are  moving  in  ways  that  have  no  par- 
allel in  the  memories  of  the  pros. 

Listen  for  a  moment  to  Jay  Herman, 
a  longtime  commodities  trader:  "My 
instincts  keep  telling  me  to  short  the 
stock  market.  You  can't  have  all  these 
things  happening  at  once.  Something 
is  wrong  with  the  tandem.  Look  at  the 
commodities  futures.  In  the  last  bull 
market  wheat  and  corn  were  strong. 
Now  grains  are  at  their  lowest  in  a 
year.  Sugar  is  hitting  new  lows.  Cop- 
per is  somewhat  above  its  low,  but 
cotton  made  a  new  low.  It's  so  totally 
new  to  me  that  I  am  trying  to  fathom 
what  it  means." 

If  the  stock  market  says  things  are 
going  to  get  better,  why  is  the  gold 
market  (which  rises  on  inflation  and 
other  bad  news)  saying  that  things 
are  going  to  get  worse?  And  why,  at 
least,  aren't  the  other  commodities 
(which  also  respond  positively  to  the 
prospect  of  inflation)  going  along 
with  gold? 

Perhaps  because  of  all  this,  there  is 
talk  that  the  stock  market  could  col- 
lapse to  its  pre-August  levels.  The 
composite  opinion  of  securities  ana- 


Baffled  W  all  Street  traders 

What's  wrong  with  the  tandem? 

lysts  has  tipped  in  a  bearish  direction 
(see  p  236).  Then  there's  the  steady 
flow  of  bad  news  from  Washington — 
rising  unemployment,  sagging  sales 
and  reduced  industrial  production. 
It's  hard  to  understand  how  a  stock 
market,  which  some  say  has  already 
discounted  a  recovery  that  may  not 
occur,  could  help  but  tumble.  Hard, 
but  not  impossible. 

The  trick  is  that  new  rules  apply. 
Something  genuinely  different  is  hap- 
pening that  is  sending  economists 
back  into  the  history  books:  a  disinfla- 
tionary recovery. 

Look  at  personal  balance  sheets. 
Typically,  when  a  recession  ends, 
consumers  are  burdened  with  debt — 
but  not  this  time.  American  consum- 
ers have  come  through  the  1982  reces- 
sion with  credit  accounts  in  the  best 
shape  since  early  1974.  The  New  York 
State  Bankers  Association,  for  exam- 


ple, says  consumer  credit  dcfaujl 
among  New  York  banks  were  3%  I 
under  for  the  four  months  ending  6 
Inly.  That's  the  lowest  since  the  pjl 
1975  recession  month  of  June  1971 
Retailers  such  as  Sears,  Roebuck  com 
cur  that  credit  accounts  have  nevi| 
been  in  better  shape.  Consumers  ha|| 
had  the  capacity  to  buy  throughoi 
the  1982  recession;  they  arc  simp 
showing  restraint. 

Now  look  at  buying  patterns.  Pej 
pie  are  starting  to  spend  again,  but 
ways  more  like  the  Thirties  than  tl 
Sixties  or  Seventies.  Retailers  half 
discovered  over  the  past  two  yea 
that  "background"  sales  arc  cvapors 
ing.  Customers  are  now  coming  in 
stores  for  advertised  items  and  thq 
leaving  without  making  armfuls 
impulse  purchases.  Buying  patten 
have  changed  dramatically,  but  tl 
seeds  were  planted  in  the  1975  rcce, 
sion,  not  this  one. 

What  all  this  means  is  that  tl 
economy's  rebound  will  be  sic 
and  less  dramatic  than  in  the  past- 
but  ultimately  more  solid. 

The  fact  that  consumer  spendu 
isn't  surging,  of  course,  troubles  W3 
Street's  bulls.  But  they  can  tal 
comfort  from  another  encouragm 
trend.  The  international  banking  syi 
tern  is  shaking  so  hard  that  the  U.i 
marketplace,  with  its  prospects 
slow  but  solid  growth,  looks  vei 
good  indeed.  "I  suspect  that  what  vj 
are  seeing  is  not  only  the  panic 
the  underinvested  but  also  the  flig] 
into  stocks  of  wealthy  individua 
from  all  over  the  world,"  obscrvi 
Barton  Biggs,  Morgan  Stanley 
economist.  "The  price  of  gold  is 
60%  in  a  few  months  because  peopt 
are  buying  gold  for  the  same  reasq 
they  are  buying  stocks  and  goverj 
mcnt  bonds.  It  is  a  flight  into  qui 
lty.  Suddenly  a  certificate  for  13, 0( 
shares  of  General  Electric  or  IBi 
seems  as  safe  and  liquid  as  a  millioi 
dollar  CD  of  any  bank." 

If  Biggs  is  right,  the  stock  market 
not  about  to  collapse  anytime  soon, 
general  he  predicts  that  "quality  lonl 
term  financial  assets  are  going  a  \\ 
higher,"  while  "lower-quality  compi 
nies  are  going  to  have  trouble  gettiit 
money  to  finance  their  growth,"  eve 
where  they  spot  emerging  deman 
Pressure  on  the  banks  is  going  1 
make  lenders  a  lot  pickier. 

In  a  matter  of  only  a  few  month 
the  market  has  moved  from  bit 
chips  to  emerging  issues  on  the  smal 
er  exchanges  (see  p.  235).  Institutior 
also  are  starting  to  dabble  in  the  stroi 
ger  oil  stocks.  If  the  recovery  is  rea 
although  slow,  can  oil  possibly  g 
lower?  ■ 
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Statistical  Spotlight 


Blue  chips  are  pacing  this  rally,  but  lots  of 
secondary  stocks  are  having  a  rough  time. 
Will  they  be  tomorrow's  top  performers? 


A  no-name 
shopping  list 


General  Motors,  here's  a  surefire  way 
to  steal  his  thunder.  Start  talking 
about  stocks  like  Alahama  By-Prod- 
ucts, Archie  Enterprises,  Florida 
Automotive  Marketing  or  Rexco  In- 
dustries. If  you  don't  know  what  is  so 
special  about  these  firms,  read  on. 


By  Steve  Kichen 
and  Paul  Bernstein 

A,     Nil,    NEXT    COCKTAIL  l'ARTY, 
when  some  assertive  hotshot  is 
t  boasting  about  his  recent  gains 
in  blue  chips  like  Kodak,  IBM  and 


Over  the  period  from  Aug.  16 
Sept.  14,  investors  were  creating  $18 
billion  in  market  value.  That  sura 
was  one  of  the  greatest  short- terj 
market  moves  ever.  But  obscure  com 
panics  like  those  mentioned  above- 
as  well  as  the  likes  of  Hackensac 
Water  and  Z&Z  Fashions — aetualll 
lost  ground.  They  weren't  alone:  Q 
the  next  six  pages  we  are  presenting 
list  of  276  profitable  firms  that  fare 
the  poorest  during  the  recent  rally. 

Smaller  stocks  often  get  left  behin 
when  the  market  makes  a  majc 
move.  In  the  bull  market  of  the  S\i 
ties  the  Dow  led  the  broader  average 
as  it  marched  upward.  Much  the  sarm 
took  place  in  1974.  Then  the  Dot 
moved  smartly  off  its  low  in  Decern 
her,  but  the  Amex  and  NASDAQ  ir[ 
dexes  didn't  start  to  take  off  until  lat 
January  1975.  But  over  the  long  hau 
the  little  guys  actually  outperforme 
the  blue  chips— the  NASDAQ,  for  en 
ample,  rising  286%  by  May  1981 
compared  with  the  Dow's  72%  gainj 

Don't  bet  your  life  savings  that  thi 
repeat  performance  will  be  exactll 


Losers  today,  winners  tomorrow? 


These  days  most  investors  can  smile  when  they  read 
the  financial  pages.  But  shareholders  in  the  follow- 
ing 276  firms  are  still  hoping  that  their  stocks  will 


join  in  the  fun.  These  companies,  all  profitable, 
were  the  rally's  worst  performers — which  may 
mean  they'll  post  the  biggest  catch-up  gains. 
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Exchange 

Company//«A/»cvs 

recent 

8/16/82 

%  change 

EPS 

P/E 

Yield 

tion  (mil) 

0 

Major  Exploration/^// «'  gas  explor,  </er 

1 

1% 

-42.9% 

$0.05 

20 

$  18.9 

n 

Hackcnsack  Water//m/(r  Utility 

17'/h 

26 

-33.2 

2.69 

6 

10.6% 

62.8 

o 

Intcrmedics////<v//<  ((/  products 

15% 

22% 

-30.4 

1.89 

8 

152.3 

o 

Sykes  Datattonicsl computer  equipment 

8% 

12 

-30.2 

0.54 

16 

105.8 

,  p 

Biosearch  Medical  Prods/ 'medical products 

11 

15'/. 

-27.9 

0.15 

NM 

33.8  ! 

0 

Horizons  Resefktoh/photographh  equipment 

3% 

-26.7 

0.55 

5 

3.2 

0 

Alo-Scherer  HzahYic&it /proprietary  drugs 

3 

4 

-25.0 

0.45 

7 

4.8 

0 

Cable  TV  iaA&l electronics 

ay* 

4'/4 

-23.5 

0.53 

6 

9.8 

o 

HC  A/ insurance 

9 

11% 

-23.4 

1.83 

5 

5.6 

24.5 

o 

Intl  Capital  Equipment/finance 

4'/4 

5>/a 

-22.7 

0.35 

12 

9.2 

0 

Qotaa.it /airline 

316 

416 

-22.2 

0.36 

10 

5.7 

o 

Mormac  Encrgy/o/7  6  gas  explor,  dei> 

316 

416 

-22.2 

0.10 

NM 

9.0  i 

o 

Separex/ 'industrial  equipment 

1% 

1% 

-21.4 

0.11 

13 

1.8 

o 

Joseph  Dixon  CrucibleA)///<  e  supplies 

21 

26  Vi 

-20.8 

1.25 

17 

14.9 

o 

Chef  s  \ni\l restaurants 

1 

w* 

-20.0 

0.02 

NM 

12.5 

o 

Micros  Sy stems/ computer  equipment 

1 16 

1% 

-20.0 

0.08 

19 

5.4 

Republic  Resources  Tex/o//  <  -  gas  explor,  iter 

1 

-20.0 

0.03 

33 

7.8 

Am  Commonwealth  fin/ insurance 

6  Va 

7% 

-19.4 

1.53 

4 

15.5 

o 

Bonray  Drilling/o/V  &  gas  drilling 

3'/4 

4 

-18.8 

1.89 

2 

14.3 

o 

i  ;e  Drill!  my  oil  &  gas  drilling 

516 

63A 

-18.5 

1.70 

3 

9.6 

0 

Delta  Data  Systems/computer  equipment 

I'/k 

Wt 

-18.2 

0.28 

4 

3.1 

o 

Heritage  Bancorp  Cal/bank  holding 

5% 

7 

-17.9 

1.72 

3 

24.7 

0 

American  Magnetics/computer  equipment 

216 

3 

-16.7 

0.12 

21 

9.3 

o 

Lifesurance  Cotp/insuratU  <• 

5 

6 

-16.7 

0.17 

29 

3.8  ;| 

o 

STV  LtyjjineKts/engineering  seri  nes 

2'/i 

3 

-16.7 

0.33 

8 

1.8 

a:  American  Slock  Exchange    rt:  New  York  Slock  Exchange.    0:  over-the-counter  market    NM  Not  meaningful 
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We  doubled  our  audience  of  Senior  Executives 
in  European  companies  with  250-plus  employees  — 
An  increase  of  50%  over  1980. 


Our  audience  is  distributed 
throughout  Europe  — 
not  concentrated  in  one  country. 
And 

We  have  the  lowest  cost-per-reader — 
Both  black/white  and  4-color. 


1982  EUROPEAN  BUSINESSMAN  READERSHIP  SURVEY 

COST  PER  READER 

INCREASE         82  AUDIENCE  BLACK/WHITE  4-COLOR 

'82  OVER  '80     TOTAL      EX.  U.K.  TOTAL     EX.  U.K.  TOTAL  EX.  U.K. 

BUSINESS  WEEK  INTERNATIONAL    50%     23,809  16,790  $.12     $.17  $.18  $.26 

ECONOMIST                                     5        17,240    8,895  .35       .67  .54  1.05 

FINANCIAL  TIMES                              7       43,148  13,897  .56      1.74  .82  2.54 

FORTUNE                                         8        12,417    9,919  .32       .41  .49  .62 

HARVARD  BUSINESS  REVIEW            11        16,985  12,906  .31        .40  .42  .56 

INTERNATIONAL  HERALD  TRIBUNE      5         6,310    5,354  3.30     3.89  7.73  9.11 

INTERNATIONAL  MANAGEMENT         18       21,970  15,722  .21        .29  .30  .42 

NEWSWEEK  INTERNATIONAL            39        16,160  12,707  .47       .60  .80  1.01 

TIME                                                4       20,404  17,231  .69       .82  1.08  1.28 

Cost  efficiencies  based  on  '82  Europe  edition  rates — if  applicable. 
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ONE  COMPANY  KEEPS  TURNING  OUT 
A  BRAND  NEW  EYE-IN-THE-SKY. 

THE  COMPANY  IS  GRUMMAN. 


Specifically  designed  for  airborne  early 
warning,  its  official  name  is  the  E-2C.  But  it's 
familiarly  known  as  the  Hawkeye. 

And  the  name  is  particularly  appropriate. 
Because  the  carrier-based  Hawkeye  is  the  only 
AEW  aircraft  that  can  see  as  clearly  over  water  as 
over  land.  In  fact,  it's  the  only  aircraft  of  its  kind 
in  the  world. 

On  the  outside,  the  Hawkeye  hasn't 
changed  at  all  from  one  year  to  the  next.  But  on 
the  inside  it's  another  story.  Because  year  after 
year,  we've  made  the  aircraft  do  more  and  more. 
Despite  the  fact  that  advancing  technology 
has  made  electronic  components  smaller  and 
smaller,  the  Hawkeye  is  still  packed  with  radar 
and  computer  equipment. 

With  its  sensing  abilities  and  highly  devel- 
oped electronic  brain,  the  Hawkeye  can  survey 
238,000  square  miles  of  water  or  land  space, 
can  keep  track  of  over  600  air  targets  at  one  time 
and  never  mix  them  up.  By  looking  beyond  the 
horizon  and  relaying  what  it  sees,  the  Hawkeye 
can  alert  and  manage  the  necessary  forces  to 
counter  any  threat. 

Providing  an  eye-in-the-sky  with  capabilities 
like  these  requires  a  host  of  technologies. 
Coming  soon:  an  aircraft  that  takes  off  and  lands 
like  a  helicopter  and  flies  with  the  speed  of  an 
airplane.  So  whether  it's  keeping  today's  aircraft 
pre-eminent  or  making  tomorrow's  unmatched, 
we  have  the  technology  for  the  job  at  hand. 


THE  TECHNOLOGY  FOR  THE  JOB  AT  HAND 

GRUMMAN 


Statistical  Spotlight 


the  same.  The  big  difference  between 
1974  and  now  is  in  the  relative  stand- 
ing of  the  secondary  issues.  "Between 
1972  and  1974  the  secondary  stocks 
were  in  a  massive  downtrend  and  had 
tremendous  catching  up  to  do,"  says 
Stephen  Leeb,  editor  of  Investment 


Strategist.  In  recent  years,  however, 
secondary  issues  have  helped  buoy 
the  market. 

Not  surprisingly,  with  the  relative 
strength  of  the  Amex  and  NASDAQ 
indexes  in  this  rally,  there,  is  some 
genuine  leadership  in  the  second  tier 
of  the  market.  Issues  such  as  Bor- 
man's,  Pulte  Home  and  Fleetwood 
Enterprises  have  outperformed  the 


major  indexes  by  a  wide  margin.  Bi 
hundreds  of  other  stocks  underpe: 
formed  the  averages,  and  we  decide 
to  set  up  a  computerized  search 
identify  these  laggards.  The  resull 
are  surprising:  Of  the  more  than  5,0C 
issues  covered  in  Wilshire  Associate: 
computer  database,  1,435  failed  t 
show  any  gains  during  the  first  2 
market  days  since  Aug.  16,  1982. 


Losers  today,  winners  tomorrow? 
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12.5 

n 

Pengo  Inds/o////t7(7  equipment  and  services 

13/. 
O  78 

0/8 

—  ll.y 

U.70 

4 

u.o 

oZ.U 

0 

Summit  Oilneld/o//7«7rt  services 

6-Vn 

11/ 

—  ll.y 

U.bo 

< 

inn 

o 

Peek  N  Peak  Rec/ recreation 

1% 

2 

-12.5 

0.21 

8 

1.3 

a 

Winkelman  Stotesl  apparel 

8'/4 

9% 

-12.0 

0.17 

NM 

6.1 

12.5 

o 

Biospheiicslpub/isbing  &  tech  svs 

IVl 

8'/2 

-11.8 

0.02 

NM 

— 

14.6 

0 

ADM  Inds  1 household  products 

Z 

0  1/. 
Z  74 

1  1  1 

n  1 0 

U.  1  y 

1  1 
1  1 

1  7 

a 

Astrex/ electronics  distribution 

0 
0 

0 

1  1  1 
—  11.1 

1 . 1  i 

7 

1  7  0 

lz.y 

o 

Florida  Automotive  Mktg/c«//o  parts  distrib 

2 

2>/4 

-11.1 

0.37 

5 

i.i 

n 

HRT  Inds/ 'retailing 

8 

9 

-11.1 

1.27 

6 

5.0 

28.1 

a 

RMS  Electronics/ 'electronics 

4 

4'/2 

-11.1 

0.16 

25 

— 

6.4 

o 

Rule  lnaslmarine  hardware 

2 

21/4 

—11.1 

U.l  / 

11 

D.O 

VY\\J\\\~\3 1  j  \.t\  )Lx  C  1  ■«  >  1  *  l  (/It  r  i<  HI 

4'/8 

45/s 

-10.8 

0.54 

g 

5.0 

n 

Gulf  Resources  &  Chem/metals 

12% 

13% 

-10.8 

0.33 

NM 

111.0 

o 

Kimberly  Oil  &  Gas/ 'oil  &  gas  explor,  dev 

6V4 

7 

-10.7 

0.33 

19 

23.4 

o 

American  Cap  Ins/ insurance 

2Vs 

2% 

-10.5 

0.25 

9 

3.6 

o 

Funtime/recreation 

4'/4 

4% 

-10.5 

0.35 

12 

4.7 

8.4 

o 

Savannah  Foods  &  Indslfood processing 

17 

19 

-10.5 

6.38 

3 

8.2 

65.4 

o 

Wausau  Paper  Mills/paper  products 

6l/2 

7V4 

-10.3 

0.19 

34 

5.5 

25.1 

o 

Multibank  Tinanciallbauk  holding 

30  Vi 

34 

-10.3 

7.97 

4 

6.2 

40.3 

o 

Advance  Circuits/e/cc/ron/cs 

2'/4 

2'/2 

-10.0 

0.28 

8 

6.7 

o 

Aemsonictaerospace 

l'/s 

1  lA 

-10.0 

"0.04 

28 

4.5 

Affiliated  Hosp  Prods/ medical  supplies 

lOVk 

IP/4 

-10.0 

2.00 

5 

2.8 

15.7 

o 

Cibola  Energy  /oil  &  gas  explor,  dev 

2Vt 

2'/2 

-10.0 

0.05 

NM 

11.1 

o 

Computer  Designed  Systs/ computer  equip 

lVa 

l'/4 

-10.0 

0.14 

8 

1.8 

o 

Computer  Horizons/cowp///er  services 

2% 

IVl 

-10.0 

0.17 

13 

2.6 

a 

Saunders  Leasing  Syst/truck  leasing 

2  74 

2  72 

-10.0 

0.48 

5 

8.9 

6.81 

o 

Z&  Z  tashwnslretailing 

I'/b 

VA 

-10.0 

0.25 

5 

1.0 

o 

Amfec  Indslfood  distribution 

57/8 

6V2 

-9.6 

0.91 

6 

6.5- 

a 

Mid-  'Imerica  Inds/auto  parts  distrib 

57/s 

6V2 

-9.6 

0.78 

8 

5.5 

10.6 

a:  American  Stock 
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/ell-publicized  problems  about  the 
inces  of  several  foreign  nations 
3ed  New  York  City  banks  lead  the 
idard  &.  Poor's  list  of  industry 
ups  that  lagged  the  rally.  Big  Apple 
ks  fell  1.5%.  Groups  that  stayed  in 
black  but  still  underperformed  the 
rket  include:  electric  and  tele- 
>ne  utilities,  steel  companies  and  a 
nber  of  building-related  groups. 


And  our  lists  turned  up  scores  of  trou- 
bled companies  in  areas  such  as  oil- 
field services,  electronics  and  com- 
puter equipment. 

Our  initial  computer  run  eliminat- 
ed the  firms  that  had  stayed  even  in 
terms  of  market  price  and  left  us  with 
595  stocks  that  actually  lost  ground. 
We  then  added  two  refinements:  We 
eliminated  companies  with  negative 


per-share  earnings  for  the  latest  12 
months  and  dropped  stocks  selling  for 
less  than  $1  per  share.  The  accompa- 
nying tables  show  the  276  issues  in 
order  of  their  percentage  decline. 
These  are  the  issues  people  sold  while 
the  overall  market  was  soaring. 

Investors  had  good  reasons  to  shy 
away  from  at  least  some  of  the  compa- 
nies on  our  tables.  Leading  our  list,  for 


Losers  today,  winners  tomorrow? 


-Price- 


change 


Company//;/  isiness 


recent        8/16/82      %  change 


— Latest  12-month- 
EPS  P/E 


Yield 


Market 
capitaliza- 
tion (mil) 


A  r  p  h  i  p  Fntp rn ricpQ//)///)/ ; </i /no 

4% 

5% 

-9.5% 

10 

1.3% 

$  2.8 

o 

Old  National  Bancotp/bank  holding 

12% 

13% 

-9.3 

1.44 

9 

6.9 

29.8 

n 

Jim  Walttt/built/ing 

19% 

21% 

-9.2 

0.17 

NM 

5.1 

326.6 

o 

First  Commerce//*///^'  holding 

19'/2 

21% 

-9.1 

4.97 

4 

7.4 

62.9 

o 

Crested  Butte  Silver  Mxi/tnining 

Wa 

1% 

-9.1 

0.05 

25 



9.3 

Q 

Cnitimprf  ial  \v\\\lt(tinl  twocpssino 

Wa 

1% 

-9.1 

0.08 

16 

6.0 

O 

CSM  Systems//»tV(f/ fabricating 

2Vi 

2% 

-9.1 

0.22 

11 

1.7 

Esquire  Radio  &  Electronics/ electronics 

20 

22 

-9.1 

5.43 

4 

4.1 

9.7 

o 

Farm  House  Foods//orW  wholesaling 

3% 

4'/s 

-9.1 

0.51 

7 



27.8 

o 

McGill  Mfg/ 'industrial  machinery 

25 

27  Vi 

-9.1 

3.96 

6 

5.6 

35.4 

Citi7Pti«  1st  Ranrfirn//j/7n/'  lifiltlitju 

191  UdllLUl  VI  tlt.ll  IK  l.'Uttiltll^ 

21% 

23  % 

-9.0 

4.71 

5 

9.3 

24.9 

o 

Anderson  Industries/metal  fabricating 

3% 

4'/4 

-8.8 

0.76 

5 

11.4 

8.1 

o 

Alabama  By-ProductsA oal  mining 

52 

57 

-8.8 

8.66 

6 

4.6 

91.4 

o 

Paraho  Development/^//  shale 

2% 

27/8 

-8.7 

0.34 

8 



6.3 

a 

Weatherford  Intl/ 'oilfield  equipment 

13'/4 

14'/2 

-8.6 

2.36 

6 

3.0 

115.3 

VJCU 1  ,S             iJTllJII^HJIl    V_-  \J  1  1 1  USUI  It  /  ILL 

4 

4% 

-8.6 

0.63 

6 

6.0 

10.8 

o 

Sovereign  Corp/ insurance 

6% 

7% 

-8.5 

0.56 

12 

1.5 

50.9 

a 

Wells-Gardner  Electronics/e/fc//o;//o 

10% 

11% 

-8.4 

2.25 

5 

4.7 

37.7 

a 

Guilford  Mills/ textiles 

19'/8 

207s 

-8.4 

2.96 

6 

3.8 

92.5 

o 

Health  Care  &  Ret  Co  Am/health  care  sis 

5% 

6 

-8.3 

0.94 

6 

2.2 

15.9 

Intl  Inst  A  nnli  pn  Tprn  Ay  mitti iti*v  <t*n 1  it  y>c 

1 1 1  l  I  11191    rV  I J  I)  1 It.  U    A              L  LH 1  ll/ltlL  1    .>C  /  t  (-Lcj 

1% 

l'/2 

-8.3 

0.20 

7 

5.2 

o 

Johnson  Electronics/tVfcVroracs 

16'/2 

18 

-8.3 

0.17 

NM 



10.9 

o 

Laser  Precision  Corp/precision  instruments 

5'/2 

6 

-8.3 

0.30 

18 

— 

3.7 

o 

Life  Sciences/// ulustrial  serrices 

1% 

l'/2 

-8.3 

0.23 

6 



1.7 

o 

Saxton  Products/tVt't7/7cv//  equipment 

2% 

3 

-8.3 

0.65 

4 

1.2 

o 

T  Ttah  ^lialp  T  anA  ft  IWtTt^/t  ii/  <h/ilp 
y :  idii   7iiuic  Xjctiiu  ot  Liims/tju  s /set  it. 

1% 

Wi 

-8.3 

0.02 

NM 

5.9 

o 

Vanderbilt  Energy  /oil  &  gas  explor  &  dev 

4'/8 

4% 

-8.3 

0.11 

NM 



15.1 

o 

Visual  Electronics/o///cc  equipment 

1% 

Wl 

-8.3 

0.10 

14 



4.8 

a 

Presidential  Realty/rec//  estate 

4% 

4% 

-8.1 

0.21 

20 

5.7 

2.0 

n 

Bausch  &  Lomb//>ec////>  care  products 

35% 

38% 

-8.1 

3.57 

10 

4.4 

426.4 

o 

Turf  Paiadise/ racetrack 

2% 

3'/« 

-8.0 

0.34 

8 

7.3 

n 

Jewelcor  Vac/jewelry  retailing 

4% 

4% 

-7.9 

0.04 

NM 

12.5 

o 

Kentucky  Horse  Center/stable  sen  ice 

3 

3% 

-7.7 

0.03 

NM 

5.4 

o 

Bibb  Co/textiles 

12'/4 

13'/4 

-7.6 

3.31 

4 

1.6 

20.2 

o 

Central  Pac  Corp  QaMilhank  holding 

9'/2 

10% 

-7.3 

1.98 

5 

6.7 

29.0 

o 

Smithfield  Foods//bcW processing 

4Va 

5  y% 

-7.3 

0.72 

7 

8.9 

a 

Pep  Boys:  Manny,  Moe,  Jack/«///o  parts  retail 

36% 

39% 

-7.3 

4.60 

8 

2.2 

90.8 

o 

FirstBancorp//;f/;/A'  h<  tiding 

22 '/4 

24 

-7.3 

4.68 

5 

7.2 

31.1 

o 

Amerford  hitl/freighl forwarding 

6V2 

7 

-7.1 

0.95 

7 

1.1 

8.7 

o 

Dynamics  Research///rccis/o;/  instruments 

6V2 

7 

-7:i 

1.20 

5 

5.3 

o 

Patriot  Bancorporation//;«/M>  holding 

13 

14 

-7.1 

4.49 

3 

7.7 

10.6 

n 

Technicolor///////  processing 

8% 

9 

-6.9 

2.09 

4 

8.6 

38.2 

o 

Automatic  Film  Process///////  processing  equip 

3% 

3% 

-6.9 

0.06 

NM 

11.5 

o 

Health  Info  Systems/c omputer  services 

6% 

7Va 

-6.9 

0.34 

20 

14.9 

o 

Unite!  Video/r/<7tv;  services 

6% 

7.Va 

-6.9 

0.57 

12 

8.6 

n 

Tesoro  Petroleum// /cV/Wc///// 

15'/4 

16% 

-6.9 

3.01 

5 

2.6 

235.2 

n 

Southwest  Bancshares//xr</z&  holding 

20 '/2 

22 

-6.8 

4.53 

5 

5.9 

1,047.9 

a 

Power  Test  Cotplgasoline  retailing 

12'/g 

13 

-6.7 

1.00 

12 

2.5 

46.6 

n 

First  National  Boston/bank  holding 

22% 

24 '/4 

-6.7 

6.06 

4 

8.5 

432.4 

o 

Altius  Carp/metal  fabricating 

Wa 

17s 

-6.7 

0.01 

NM 

1.1 

0.7 

American  Stock  Exchange,    n:  New  York  Stock  Exchange.    O:  over-the-counter  market    NM;  Not  meaningful  Source  Wilshire  Associates. 


RBES,  OCTOBER  11,  1982 


245 


Statistical  Spotlight 


example,  is  Major  Exploration,  an  oil 
and  gas  firm.  It  is  currently  involved 
in  several  lawsuits  over  the  value  of 
petroleum  properties  and  controver- 
sies about  the  size  of  its  reserves. 

Then  there  is  Intermedics.  Despite 
company  denials,  investors  were  ap- 


parently worried  that  this  Texas- 
based  medical  equipment  maker, 
whose  stock  declined  more  than  30%, 
could  be  adversely  affected  by  a  gov- 
ernment probe  into  Medicare  abuses 
involving  cardiac  pacemakers.  Mean- 
while, ICH,  a  Kentucky-baSed  insur- 
er, plans  a  stock  reorganization  that 
wasn't  enthusiastically  greeted  by  its 
shareholders.  And  the  filing  for  Chap- 


ter 1 1  by  Manville  Corp.  because 
asbestos  suits  probably  had  a  negati' 
effect  on  Jim  Walter,  another  buildn 
materials  company. 

But  it  wasn't  all  bad  news  that  w 
depressing  these  stocks.  More  th 
70%  of  the  issues  on  our  list  ha1 
market  capitalizations  of  $25  millic 
or  less.  Since  this  rally  has  so  far  be« 
fueled  by  institutions  and  foreign  ii 


Losers  today,  winners  tomorrow? 


-Price- 


-Latest  12-month — 


Exchange 

Company//j/iN7Mt'v 

recent 

ft /I  /Wft7 

%  change 

[in. 

Lr  j 

p/p 

\  1  i-l  ,1 
I  lclQ 

tion  (mi 

O 

Cambridge  Royalty/o/7  &  gas  royalties 

OV2 

13/ 
J/4 

s  70/ 
—0.  /  /o 

cn  n7 
J>U.u  / 



C      Q  A 
&  0.4 

n 

Daniel  \i\Asl precision  instruments 

12  74 

171/ 
10  78 

—O.  / 

1  7n 

7 

1 

1  CO/ 
1  .D  /O 

1  117  1 

lot  .6 

o 

Autoclave  Engineers/p/vtls/oM  instruments 

10% 

11 Vi 

-6.5 

0.86 

13 

1.1 

30.7 

0 

American  Income  Life  Ins/ 'insurance 

21% 

23  % 

-6.5 

2.61 

8 

145.6 

n 

Howell  Petroleum/o/7  &  gas  explor  &  dev 

12% 

13  Vi 

-6.5 

1.43 

9 

3.2 

68.1 

n 

Steego  (..otplauto  parts  distributor 

J7R 

17/. 

— 0.0 

U.Zo 

1  J 

0.0 

LI .0 

o 

Vaughan-Jacklin/rt(t;n<i7//////"#/  products 

1U  /B 

1  1  s/, 

1  1  78 

/:  c 
—O.J 

1  .uz 

1  1 
1  1 

A  A 
4.4 

1  n  7 

1U.  / 

o 

Aid  Auto  Stores/c////o  parts  retailer 

i% 

2 

-6.3 

0.19 

10 

1.3 

o 

Boonton  Electronics/precision  instruments 

7Vi 

8 

-6.3 

0.45 

17 

— 

5.8 

o 

Genoxa/buildit ig  st tpplies 

1% 

2 

-6.3 

0.32 

6 

— 

4.8 

o 

j           o       i     l.  /• 

Independent  Bankshatesl  batik  holding 

1 1 1/ 

1  1  74 

1  z 

—O.O 

1  A  C 

a 
0 

Zo.U 

o 

Lane  Wood/ 'manufactured  homes 

13/. 

A 

—O.O 

n  /i  2 
U.4o 

y 

c  1 

o 

NORPAC  Exploration/o/7//e/(/  services 

3% 

4 

-6.3 

0.80 

5 

17.1 

o 

Oakridge  Exploration/o/7  &  gas  explor  &  dev 

IVs 

2 

-6.3 

0.11 

17 

7.6 

o 

Sterling  Pipe  &  Supply /oilfield  ec/uipment 

1% 

2 

-6.3 

0.76 

2 

5.0 

n 

H.onsotilhouseh(  >ld  products 

1  7/„ 
I  /& 

z 

 /.  1 

— O.O 

U.jj 

0 

8  1 
0.0 

o 

West  Chemical  Products/c/xw/ov/S 

13/ 

A 

4 

it  a 
—0.0 

U.o4 

1 1 

A  O 

4.y 

o 

Essex  Qotpl industrial  services 

3% 

4 

-6.3 

0.50 

8 

4.2 

a 

Meenan  Oil/fuel  oil  distributor 

5% 

6Vs 

-6.1 

0.31 

19 

4.9 

14.2 

a 

Liberty  Fabrics  NY/apparel 

7% 

8'/4 

-6.1 

1.80 

4 

— 

6.7 

o 

Meyers  Parking  Systems/industrial  services 

13/. 
/  74 

0  74 

—0. 1 

U.jo 

■)  2 

Q  7 

y .  / 

n 

Union  Commerce /bank  ho/ding 

1  Q3/ 

T  1 
L 1 

— O.U 

1  1Q 
1  .OD 

1  c 

lo 

1  n 
1  .U 

7C  c 

o 

Optimum  Holding!  insurance 

8 

8'/2 

-5.9 

1.26 

6 

10.6 

a 

Alba- Waldensian/czppr//  vl 

4 

4'/4 

-5.9 

0.52 

8 

1.3 

5.4 

o 

Carhart  Photo//)7w  processing 

2 

2'/8 

-5.9 

0.80 

3 

— 

1.2 

o 

Guli  Interstate/w/.swe'.'tf  services 

Q 

Q  1/ 
0  72 

c  0 

— b.y 

u.yz 

0 
y 

0.0 

1(3.1 

o 

Keane/computer  sen  ices 

A 

4 

A  1/ 
4  74 

—b.y 

r\  AO 
U.40 

Q 

0 

b.U 

2  /I 
0.4 

o 

Te  a  m  let  ierg\ 1  set  1  ices 

4 

4,/4 

-5.9 

0.88 

5 

7.9 

n 

Harcourt  Brace  Jovanovich/pi^fc/j/;;^ 

WA 

15 

-5.8 

1.91 

7 

7.1 

124.2 

o 

Eldorado  Bancorp  QaMilbank  holding 

8% 

8% 

-5.7 

1.34 

6 

— 

10.7 

a 

Graham  Mtg/ industrial  equipmetit 

078 

O  7/ 

0  78 

— 3.6 

1  <7 
1.0/ 

5 

1  Q 
O.O 

7  1 

r  .1 

o 

\&ux\\\w.gl  electronics 

Z'/8 

0  1/ 
Z'/4 

r  ✓ 
— 3.0 

n  1  £ 

U.  1  D 

1  A 
1 4 

1  c 
1 .  D 

o 

Equity  Oil/o/7  &  gas  explor  &  dev 

8'/2 

9 

-5.6 

0.38 

22 

2.4 

100.2 

o 

Oil  Securities/o/7  &  gas  explor  &  dev 

2'/8 

2'/4 

-5.6 

0.02 

NM 

17.4 

o 

Scientific  Inc/ industrial  senices 

8>/2 

9 

-5.6 

1.03 

8 

11.4 

o 

Bluefield  Supply Icotistruction  equipment 

9 

9'/2 

-5.3 

0.43 

21 

6.7 

11.3 

o 

Rexco  Inds/constructioti 

4Va 

4% 

-5.3 

0.29 

16 

4.1 

a 

Scientific  Leasing/health  care  services 

9 

9'/2 

-5.3 

0.53 

17 

12.8 

o 

Scientific  Radio  Systs/ te/ecomm  equipment 

4l/2 

4% 

-5.3 

0.37 

12 

0.9 

4.6 

a 

Superior  Gaxd health  care  services 

2% 

2% 

-5.3 

0.09 

25 

16.5 

a 

TEC  Inez 'computer  equipment 

9 

9Vi 

-5.3 

0.48 

19 

0.9 

7.4 

a 

UNA  Cotplsteel  distributor 

■  2% 

2% 

-5.3 

TX02 

NM 

1.8 

0 

McM  Corp/ 'insurance 

6% 

7'/4 

-5.2 

0.04 

NM 

3.5 

32.1 

<*ank  of  New  York/bank  holding 

39 'A 

41% 

-5.1 

9.90 

4 

8.2 

282.2 

o 

miU  i  Group/bank  holding 

23  Vi 

24% 

-5.1 

5.49 

4 

6.6 

27.5 

o 

Fabric  WhoIesalers//rt/?m~  retailing 

9V* 

9% 

-5.1 

1.20 

8 

2.7 

5.1 

n 

Federal  Colfood  processing 

21  % 

22% 

-5.1 

2.14 

10 

6.2 

173.1 

a 

IVewcor  Inc/ 'industrial  machinery 

11% 

12% 

-5.1 

2.14 

5 

3.4 

22.1 

o 

L    -iputer  Task  Gioupl computer  services 

9Vl 

10 

-5.0 

1.02 

9 

0.5 

13.1 

o 

Jacl  ot  Enterprises/recreation 

2% 

2% 

-5.0 

0.25 

10 

5.7 

a:  Amenc 

1 

in  Stock  Exchange,    n:  New  York  Stock  Exchange,  o: 

over-the-counter  market 

N.M:  Not  meaningful 

Source  Wilsbire 

Associatei 
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Drs,  the  size  of  these  issues  has 
ced  against  them.  When  profes- 
ils  want  to  move  into  the  market 
they  have  to  buy  big  companies, 
only  a  handful  of  companies  on 
ist  are  closely  followed  by  Wall 
it  analysts.  So  these  weren't  the 
<s  that  brokers  were  pushing 
n  customers  started  asking  what 


New  issues,  too,  are  abundant  on 
our  list.  At  least  65,  or  23%,  are 
stocks  that  were  listed  either  in  1981 
or  1982.  For  example:  Superior  Care,  a 
health  care  services  company,  and 
Quixote,  a  manufacturer  of  highway 
safety  products.  Another  interesting 
point:  Of  the  38  stocks  that  lost  15% 
or  more  in  value,  almost  half  are 
fledgling  companies.  The  speculative 


nature  of  many  of  these  firms  and  the 
severity  of  the  recession  may  have 
encouraged  some  investors  to  bail  out 
during  this  rally  in  favor  of  large  cap- 
italization stocks. 

While  the  price-to-earnings  multi- 
ple of  the  more  than  5,000  stocks 
tracked  by  Wilshire  Associates  is  9.6, 
over  155  of  the  firms  on  our  table  are 
selling  at  less  than  9  times  earnings. 


Losers  today,  winners  tomorrow? 

Market 

 Price   — Latest  12-month —  capitaliza- 

lange  Company/business  recent        8/16/82      %  change        EPS  P/E  Yield       tion  (mil) 


o 

Machine  Technology  1  electronics 

2% 

2Vi 

-5.0% 

$0.07 

34 

$  8.5 

o 

Recoton  Corp/ 'entertainment 

2Ve 

2Vi 

-5.0 

0.38 

6 



2.0 

a 

Chicago  Rivet  &  Machine/ industrial  equip 

12'/4 

l2Vs 

-4.9 

0.44 

28 

13.1% 

9.1 

o 

Cochrane  Furniture//«m//»/-e 

5 

5V4 

-4.8 

1.21 

4 

2.0 

3.2 

o 

Commercial  Shearing/consiructiori  equipment 

10 

10% 

-4.8 

1.44 

7 

6.2 

95.9 

o 

Interchange  State  Bk  N]/bank  holding 

10 

107> 

-4.8 

1.56 

6 

9.0 

4.7 

a 

Plant  Inds/ 'containers 

2Vi 

2% 

^.8 

0.31 

8 

9.2 

a 

Pneumatic  Scale/packaging  equipment 

15 

15% 

-4.8 

1.09 

14 

6.7 

8.5 

a 

Volume  Merchandise/fl/ywre/  retailing 

5 

5^4 

-4.8 

2.52 

2 

3.4 

5.9 

n 

South  Jersey  Inds/natural  gas  utility 

17% 

18% 

-4.7 

3.08 

6 

12.3 

46.1 

o 

Wei  b  i  1 1  /hot  isebold  products 

15'/4 

16 

-4.7 

4.27 

4 

7.5 

o 

Commercial  Decal/ 'household  products 

5% 

5% 

-4.6 

0.84 

6 



6.5 

o 

Flame  lads/oilfield  equipment 

2% 

2% 

-4.6 

1.14 

2 

— 

3.0 

o 

Swift  Energy/o/7  c~  gas  explor  &  dev 

2% 

2% 

-4.6 

0.06 

NM 

— 

7.5 

n 

Universal  Leaf  Tobacco/A >hacco 

26 

27'/4 

-4.6 

3.93 

7 

6.3 

226.4 

a 

Barco  of  California/r/ppe/re/ 

274 

27/s 

-4.4 

0.17 

16 

4.4 

5.8 

o 

Vacu-Dry  /food  processing 

2% 

27/8 

-4.4 

0.46 

6 

6.2 

3.9 

n 

Pacific  Tin  Consolidated/we/rt& 

ll>/4 

11% 

-4.3 

0.27 

NM 

3.6 

12.2 

n 

BankAmerica  Corp/bank  bo/ding 

17>/8 

177/« 

-4.2 

2.99 

6 

8.9 

2,527.9 

o 

Familian  Corp/ industrial  equipment 

27/8 

3 

-4.2 

0.22 

13 

— 

3.0 

o 

Optelecom/  telecom  mm  tici  ttioi  is 

27* 

3 

-4.2 

0.06 

NM 

8.1 

o 

Peerless  Chain/ metal  fabricating 

11 72 

12 

-4.2 

1.53 

8 

7.7 

19.2 

o 

United  Sts  Mutual  Inv  TilRElT 

5% 

6 

-4.2 

1.02 

6 

10.4 

18.9 

o 

Energy  Conver  Devices/energy  equipment 

17% 

18'/2 

-4.1 

0.25 

NM 

— 

52.7 

o 

Independent  Bankshates/bank  holding 

11% 

12'/4 

-4.1 

1.47 

8 

2.6 

30.0 

a 

Southeastern  Capital/////c/»ce 

8% 

974 

-4 .1 

1.56 

6 

19.7 

6.1 

a 

Speed-O-Print  Bus  Machs/q//7ce  equipment 

3 

3% 

-4.0 

0.17 

18 

3.3 

4.2 

a 

Wadell  Equipment//«rt(/>/w  tools 

3 

3Vs 

-4.0 

0.09 

33 

— 

2.6 

o 

Aztech  Intl  Ltd/heating  equipment 

3Vs 

3% 

-3.9 

0.08 

NM 

. — 

4.9 

a 

Bowl  Amencalbou  ling  centers 

6'/s 

6% 

-3.9 

1.12 

5 

6.0 

8.2 

o 

Electro-Catheter  Corp/medical  equipment 

6'/4 

672 

-3.9 

0.48 

13 

7.3 

n 

Empire  District  Electric/cVetVr/c  utility 

12  Vi 

13 

-3.9 

1.88 

7 

12.2 

57.0 

o 

Frequency  Control  Prods/ 'electronics 

3>/s 

3% 

-3.9 

0.14 

22 

11.2 

o 

Great  Amer  Mgmt  &  ln\/real  estate 

6>/8 

6% 

-3.9 

1.16 

5 

45.6 

o 

Miller  Tech  &  Commun/ industrial  services 

6'/4 

6'A 

-3.9 

0.35 

18 

10.3 

o 

Transworld  Bank  Ca\iill>ank  holding 

6% 

672 

-3.9 

1.33 

5 

4.7 

o 

Tti-Chemlbousehold  products 

6% 

6'/2 

-3.9 

1.12 

6 

3.3 

6.8 

a 

Aero-Flow  Dynamics/e/ec7/vcY(/  equipment 

31'/2 

3274 

-3.8 

6.15 

5 

2.4 

19.7 

o 

Early  California  Inds/food processing 

6% 

6% 

-3.8 

0.24 

27 

16.5 

n 

Mattel/ toys 

13 

13'/2 

-3.7 

2.79 

5 

2.3 

216.5 

n 

Chicago  Milwaukee//»/////cow/)cY>/r 

47 Vi 

49% 

-3.6 

1.22 

NM 

116.5 

a 

Concord  Fabiicslapparel 

3¥s 

3Vi 

-3.6 

0.74 

5 

6.0 

o 

Jacobson  Stores/ 'retailing 

13 '/2 

14 

-3.6 

1.08 

13 

3.7 

13.1 

n 

Manufacturers  Hanover  Tx/banking 

26% 

27% 

-3.6 

7.79 

3 

11.0 

919.9 

a 

Michael  Baker  Corp/ 'consulting  services 

6% 

7 

-3.6 

0.61 

11 

2.4 

6.2 

o 

Quixote  Corp/ 'transportation  equipment 

6% 

7 

-3.6 

0.49 

14 

9.3 

o 

Ripley  Co/ 'electronics 

6% 

7 

-3.6 

0.58 

12 

3.0 

4.0 

a 

Crest-foam/sf lecia/tv  chemicals 

3Vi 

3% 

-3.5 

0.76 

5 

2.9 

4.5 

o 

Intercontinental  Life/ insurance 

6Vb 

TVs 

-3.5 

2.09 

3 

2.6 

6.6 

a 

Spencer  Cos/footwear,  apparel 

7 

7'/4 

-3.5 

0.39 

18 

1.1 

13.3 

mericun  Stock  Exchange,    n:  New  York  Stock  Exchange-    o:  over-the-counter  market.    NM:  Not  meaningful  Source  Wik/.we  Associates. 
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Statistical  Spotlight 


Note,  too,  that  only  a  few  of  the 
stocks  with  the  biggest  price  depreci- 
ations are  currently  paying  dividends. 
Overall,  about  20%  of  the  stocks  in 
the  table  yield  5%  or  more. 

So  far,  of  course,  Wall  Street  has 


neglected  these  stocks  despite  posi- 
tive earnings  and  an  assortment  of 
bargain  basement  multiples.  It  could 
just  be  that  buried  among  Atlan-Tol 
Industries,  Peek  N  Peak  Recreation 
and  scores  of  other  less-than-house- 
hold  names,  there  lurks  the  next  IBM 
or  Polaroid. 
Then,  too,  if  you  happen  to  find  a 


gem  or  two  on  these  lists,  it  often 
doesn't  take  much  in  the  way  of  good 
news  for  a  low-priced  small-capital" 
ization  stock  to  make  a  significant  up 
side  move. 

But  remember  this:  Today's  market 
is  very  different  from  that  of  1974,  so] 
there  is  no  guaranty  that  history  will 
repeat  itself.  ■ 


Losers  today,  winners  tomorrow? 


-Price- 


Exchange 


Company  /business 


recent        8/16/82      %  change 


-Latest  12-month — 
EPS  P/E 


Market 
capitalize- 
Yield        t ion  (mil! 


o 

St  Louis  Steel  Casting/.s/cv/ 

7 

7% 

-3.5% 

$3.16 

2 

2.9% 

$    2.1  1 

a 

Tasty  Bakinglfood processing 

7 

7% 

-3.5 

0.46 

15 

18.2  1 

o 

Fiduciary  Trust  Co  NY/finance 

A  1 

A  A  1  / 

44  vi 

—6  A 

0.0U 

7 

/ 

7  A 

I A 

18.9  j 

Q 

First  Bancorp  RfR/hanfe  holding 

28  Vi 

29 'A 

-3.4 

6.29 

5 

6.3 

18.0  ] 

L  aser  Inds  Ltdlmedical  equipment 

7'/s 

7% 

-3.4 

0.06 

NM 

21.9  | 

o 

Rocky  Mountain  Nat  Gas/ '; laiural  gas  utility 

7Vx 

7% 

-3.4 

0.77 

9 

7.9 

8.0 

o 

Monf ort  of  Colorado//oo<7  processing 

7lA 

7'/2 

-3.3 

2.10 

3 

35.5  j 

o 

Motor  Club  of  America/ insurance 

71/ 

IV* 

71/ 

fvl 

1  1 
—0.0 

n  no 
U.Uv 

INM 

1  A 

1 .4 

17  1 

1  1 .1 

Seaboard  Corp/ food  processing 

25% 

26% 

-3.3 

3.95 

6 

2.0 

37.9  1 

Three  D  Departments/^/yMrtV  retailing 

7% 

7V2 

-3.3 

1.62 

4 

3.3 

8.1  1 

O 

Begley  Drug  Col  drugstores 

7Vt 

7V* 

-3.2 

0.40 

19 

9.1 

4.3  I 

0 

Bell  Petroleum  Services/ 'oilfield  services 

3% 

3% 

-3.2 

0.77 

5 

8.7  I 

o 

Chesapeake  Utilities/natural  gas  utility 

Id 

1  CI/ 

Id  Vi 

—6.1 

d.yo 

4 

1  n  7 
1U.  f 

7.2  1 

ICH  Cotpl  insurance 

15% 

157/8 

-3.2 

3.01 

5 

1.3 

45.1  1 

o 

Time  Sharing  Resources/ctimpuier  services 

7'/2 

7% 

-3.2 

0.85 

9 

8.6  ] 

a 

IMC  Magnetics!  i>idustrial  machinery 

11% 

12 

-3.1 

2.07 

6 

2.4 

10.3 

o 

Penn  Virginia  Corp/coal  mine  royalties 

31 

32 

-3.1 

3.20 

10 

4.8 

116.9  | 

o 

Stocker  &  Yale/ precision  instruments 

71/ 

0 
0 

1  i 
— 6.1 

1    A  A 

1 .44 

r 

D 

1. 1 

7  1  1 
1 .1  1 

0 

Tellabs  Inc/ telecommunications  equip 

15% 

16'/4 

-3.1 

1.20 

13 

97.3  | 

a 

CDI  Corp/ industrial  services 

8% 

8% 

-3.0 

2.19 

4 

16.1  I 

o 

Continuum/computer  software 

16 

I6V2 

-3.0 

1.09 

15 

1.3 

26.2 

o 

Gulf  Nuclear/specialty  chemicals 

4 

4'/8 

-3.0 

0.20 

20 

0.5 

10.2  1 

o 

Vagabond  Hotels//»o/f/.< 

1  o 

16  VI 

— 6.U 

6. Id 

c 
D 

1  c  n  i 

iD.y  t 

o 

Emett  &  Chandler  Cos/insurance 

8V4 

8'/2 

-2.9 

0.67 

12 

15.0  j 

Q 

Imperial  BancoTplt)anl>  holding 

8 1/4 

8 1/2 

-2.9 

2.14 

4 

61.6  • 

o 

McRae  lads/footwear 

m 

8% 

-2.9 

1.24 

7 

3.8 

10.5 

o 

Paul  Mueller  Col  industrial  machinery 

i6'/2 

17 

-2.9 

1.56 

11 

10.3 

19.3 

o 

CR  Gibson/publishing 

8'/2 

8% 

-2.9 

0.84 

10 

3.3 

10.8  1 

o 

Security  Life  Ins  GAIinsurauce 

17 

17'/2 

-2.9 

1 .09 

16 

4.7 

31.2 

o 

Tony  Lama> footwear 

17y4 

1 7% 

-2.8 

3.60 

5 

4.6 

40.1 

o 

American  States  Life  \nsl insurance 

17% 

18 

-2.8 

3.13 

6 

4.6 

38.1 

o 

Hungry  Tiger i 'restaurants 

8% 

9 

-2.8 

1.06 

8 

— 

14.5  | 

o 

Swedlow /plastics 

9 

9% 

-2.7 

1.38 

7 

2.2 

11.2  ] 

a 

Contock/sand  &  gravel 

13% 

14 

-2.7 

0.82 

17 

4.4 

54.4  i 

a 

Mangood  Corpl industrial  equipment 

13% 

14 

—2.7 

1.68 

8 

4.3  i 

o 

Jefferson  Natl  Life/ 'insurance 

36  Vi 

37'/2 

-2.7 

4.20 

9 

2.1 

48.4 

a 

O  EA/aei  vspace 

23 

23% 

-2.7 

1.78 

13 

1.1 

31.2 

n 

Emerson  Radio/electronics 

14 

14% 

-2.6 

0.01 

NM 

69.6 

0 

Protective  Corp/ insurance 

19% 

20 

-2.5 

3.49 

6 

5.7 

97.6  , 

o 

Alpha  Microsystems/(.ow/>///tr  equip 

5 

5 '/a 

-2.4 

0.45 

11 

13.2 

o 

Colonial  Gas/gas  utility 

10 

10 '/4 

-2.4 

1.33 

8 

14.4 

20.4 

n 

Fisher  Foods/^roce/T  stores 

10 

10% 

-2.4 

1.38 

7 

7.0 

49.7  ' 

n 

Mohasco  Carpi  furniture  &  carpeting 

10 

10 '/4 

-2.4 

1.18 

8 

65.8 

o 

TeXeConceptsI  telecommuu  equip 

20 

20  % 

-2.4 

0.83 

24 

21.2 

o 

Dart  Drug/ 'drugstores 

15'/4 

15% 

-2.4 

2.57 

6 

0.9 

25.0 

Glassrock  Med  Svs/ 'healthcare  sys 

20% 

207/* 

-2.4 

0.94 

22 

0.5 

112.5 

n 

Foxteclrailroad  equip 

]  0% 

10% 

-2.4 

1.49 

7 

7.7 

39.6 

o 

Jefierson  Bancorp/bank  ho/ding 

10'/2 

10% 

-2.3 

3.61 

3 

14.4  1 

n 

Galveston  Houston! oilfield  equip,  svs 

157/8 

16% 

-2.3 

3.22 

5 

3.3 

90.1 

o 

Spectru  m  Control/tVcjc7ro;7/cs 

5% 

5% 

-2.3 

0.32 

17 

0.9 

28.5 

o 

United  Bankers!  bank  holding 

103/4 

11 

-2.3 

1.86 

6 

0.5 

27.5  1 

o 

Networks  Elecironic/«tro.sp«ce 

5'/2 

5% 

—2.2 

0.30 

18 

12.8 

a.  American  Stock  Exchange    a  New  York  Mock  Exchange,    o:  over-the-counter  market    NM  Not  meaningful  Source:  Wrtshtre  AssociaU 
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Your  legacy:  A  way  of  life. 


du  love  the  wide  open  spaces?  Clean  air?  The  beauty  of 
e?  Are  they  a  part  of  the  legacy  you  have  planned  for 
loved  ones? 

vning  a  large  piece  of  land  in  America  is  possibly  the 
important  decision  you  will  ever  make.  Not  only  will 
injoy  the  rare  privilege  and  pleasure  of  owning  sizable 
iland  today,  it  can  remain  a  private  corner  of  America 
e  future  history  of  your  family.  Forbes  Wagon  Creek 
h  is  offering  just  404  people  the  unusual  opportunity 
rchase  a  sizable  spread  of  land  right  next  to  its  gigantic 
ss  Trinchera  Ranch  in  southern  Colorado, 
nimum-size  family  ranches  are  40  acres,  and  vary  up 
acres,  with  prices  starting  at  $25,000.  Down  payment 
low  as  1%  with  monthly  payments  of  $250  including 
ist  at  9% . 


Here  in  the  foothills  of  the  magnificent  Rocky  Mountains, 
with  restricted  access  to  more  than  17,000  acres  (over  26 
square  miles),  you  can  hunt  deer,  elk,  grouse,  and  all  kinds 
of  wild  game  in  season.  Or  you  can  ski  cross  country,  fish 
for  trout,  ride  horseback,  or  just  enjoy  the  breathtaking 
dawns,  sunsets,  and  the  changing  seasons  in  the  shadow  of 
one  of  Colorado's  highest  peaks,  Mount  Blanca. 

This  exclusive  preserve  is  the  perfect  place  for  the  out- 
door-lover in  you,  and  when  passed  on  to  your  children,  or 
your  grandchildren,  your  ranchland  bestows  on  your  heirs 
the  privilege  of  an  unspoiled  way  of  life.  Its  a  very  thoughtful 
way  to  shape  the  futures  of  those  who  will  follow  you. 

For  more  information  on  how  you  can  become  a  part  of 
Forbes  Magazine's  private  mountain  hideaway,  write  or  call 
for  our  full-color  brochure. 


ORBES     WAGON     CREEK  RANCH 

Errol  Ryland,  Manager    Box  303  K    Fort  Garland,  Colorado  81133    (303)  379-3263 


Sangre  de  Cristo  Ranches  Inc  .  developer  This  is  not  an  oiler  to  sell  in  states  where  not  registered  NJA104-0482CO  NAV820068  000039-A  AD18560(b) 
nent  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  ofler  for  sale  or  lease  by  the  Secretary  of 
2  or  that  the  Secretary  ol  Slale  has  in  any  way  passed  upon  the  merits  ol  such  offering  A  copy  ol  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo  Ranches  Inc  NYA82-78 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything. 
No  Federal  agency  has  judged  the  merits  or  value,  it  any,  of  this  property.  Equal  Credit  and  Housing  Opportunity. 


When  managers  take  over  a  company,  lots 
of  people  win — unless  earnings  cant  cov- 
er interest  payments.  Then  losers  line  up. 

Off-balance 
leveraged 
buyouts? 


By  Thomas  O'Donnell 
with  Jay  Gissen 

1EVERAGED    BUYOUTS    USC(J    tO  be 
_  safe,  small  and  sure,"  says  one 
I  dealmaker.  "Today  some  are 
too  damn  big  and  dangerous." 

He's  talking  about  those  deals,  so 
popular  with  investment  bankers,  in 
whieh  managers  become  owners  by 
putting  up  very  little  money.  A  com- 
pany's assets  become  collateral  to 
borrow  80%  or  more  of  its  purchase 
price,  while  operating  earnings  pay  off 
the  debt.  "It's  simply  commercial  real 


estate  finance  applied  to  corpora- 
tions," says  the  dealmaker. 

True  enough.  And  look  at  what  has 
happened  to  real  estate  recently.  The 
worry  now  is  that  a  combination  of 
high  interest  rates  and  falling  infla- 
tion may  cause  some  big,  highly  lever- 
aged buyouts  to  go  bust. 

Indeed,  some  deals  are  already  rais- 
ing eyebrows.  Take  Norns  Industries, 
which  was  taken  private  late  last  year 
for  $420  million.  Because  its  oper- 
ations are  heavily  tied  to  the  construc- 
tion and  automotive  industries,  Nor- 
ris  is  hit  hard  by  the  recession.  So  is 


Gould  Inc.'s  industrial  produu 
group,  which  was  spun  into  a  shell! 
Reading  Railroad.  Both  companj 
have  seen  tough  times,  and  ot 
Gould's  old  industrial  products  groi 
has  sold  assets  to  pay  down  debt. 

Donnkenny  and  Brentano's  are 
even  worse  shape.  At  Donnkenny 
maker  of  women's  apparel,  one  per 
ing  lawsuit  alleges  that  the  font 
owner-managers    skimmed  profii 
bringing  lenders  and  venture  capit 
ists  up  short.  Brentano's,  meanwhi 
was  a  victim  of  the  recession  a 
competition  from  discounters.  Whi 
its  book  sales  took  a  beating,  the  1 
year-old  company  was  unable  to 
payments  on  the  short-term  portij 
of  its  S13  million  in  debt. 

All  this  shows  that  success) 
buyouts  take  two  things:  good  ma 
agement  and  sufficient  cash  flow 
pay  off  sometimes  crushing  de 
loads.  These  elements  are  most  ofti 
found  in  smaller  deals — where  swe 
equity  really  counts.  "The  belief  trj 
bigger  is  better  just  does  not  apply 
leveraged  buyouts,"  says  Jay  Jordan) 
veteran  dealmaker  who  has  put  1 
gethcr  25  small  and  medium-size  Id 
eraged  buyouts  over  the  last  decao 
"Economics  of  scale  here  wc 
against  you,  not  for  you." 

Why?  To  take  big  companies- 
divisions  spun  off  from  big  comj 
nies — private,  public  shareholders  jj 
premiums  of  30%  or  40%  above  C 
market  price.  "The  increased  debt ; 
creases  the  business  risk  a  little  ai 
the  financial  risk  enormously,"  sa 
lordan,  who  predicts  that  sevei 
"megabuck"  buyouts  could  soon  e; 
in  a  bust.  "This  is  a  subjective,  pfl 
ple-onented  business  not  usually  a 
propnate  for  the  S200  million  a 
$400  million  deals  now  being  strui 
together." 

To  avoid  disaster,  some  leverag 
buyout  packagers  have  bet  on  cont: 
ued  high  inflation  or  constantly  risi 
earnings.  That  gamble  may  ha 
made  good  sense  in  years  past,  but  r 
today,  with  inflation  falling  and  a 
cession  battering  profits.  "High  inf 
tion  is  great  for  these  deals,"  says  Jo 
Canning,  president  of  First  Chica 
Investment  Corp.  "But  now  we  ha 
high  interest  rates  and  stable  prices 
double  whammy." 

The  collapse  of  a  major  leverag 
buyout  would  slow  dealmaking  tc 
trickle — by  scaring  potential  lende 
Some  have  already  stopped  playh 
Prudential  Insurance,  which  pionc 
ed  institutional  buyout  financing  di 
ing  the  1960s,  has  rejected  lots  of  t 
loan  requests  it  has  seen  over  the  k 
year.  Similarly,  Massachusetts  Mul 
al  is  steering  clear  of  the  biggest  deai 
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till,  there's  no  shortage  of  money, 
iks  have  moved  in  to  fill  the  gap 
by  insurers.  Banks  have  also  added 
atility,  in  the  form  of  floating-rate 
ns  rather  than  the  traditional 
;d-rate  financing  of  insurers.  In  ad- 
on,  some  bank  venture-capital 
isidiaries,  eager  to  build  portfolios, 
doing  deals  on  which  more  experi- 
:ed  lenders  have  taken  a  pass. 
)ther  new  financing  for  leveraged 
routs  comes  from  brokerage  firms. 
iy?  "They  are  buying  in  on  the  sex 
ieal  of  the  deals,"  says  an  insurance 
cutive.  A  few  Wall  Street  houses, 
vever,  have  played  the  game  for  a 
g  time  and  know  how  to  play  it 
11.  First  Boston,  for  example,  put 
ether  one  of  the  first  "megabuck" 
Is:  Congoleum.  That  $465  million 
rout — with  the  initial  stock  offer  at 
Yo  above  market  price — was  conser- 
ive.  Debt  totaled  $332  million,  a 


moderate  73%  of  the  company's  cost, 
and  there  was  an  added  $50  million 
back-up  credit  line.  Most  financing 
was  at  a  fixed  rate. 

Other  Wall  Street  dealmakers  have 
not  been  so  conservative.  According 
to  critics,  some  big  deals  put  together 
by  investment  bankers  have  been 
poorly  structured,  involve  troubled 
companies  and  are  overpriced.  Most 
worrisome:  In  at  least  one  case,  the 
ratio  of  earnings  to  interest  is  less 
than  1-to-l.  A  far  safer  and  more  con- 
servative ratio  is  for  earnings  to  ex- 
ceed interest  by  2  or  2.5  times. 

The  profusion  of  leveraged-buyout 
dealmakers,  of  course,  means  that 
more  deals  will  be  attempted  in  com- 
ing months.  "The  natural  result  will 
be  higher  prices,"  says  Timothy  Hay 
of  Security  Pacific  Capital  Corp.  "But 
the  more  money  you  pay,  the  less 
viable  a  leveraged  buyout  becomes." 


If  a  big  bust  does  occur,  the  real 
losers  will  be  those  venture  capital- 
ists, usually  bank  subsidiaries  or  inde- 
pendent firms,  that  have  taken  subor- 
dinated debt.  It  offers  higher  yields 
and  equity  kickers,  but  subordinated 
creditors  line  up  after  senior  creditors 
in  bankruptcies. 

Over  four  years  ago,  Forbes  said 
this  about  leveraged  buyouts:  "Like 
all  investment  trends,  this  one  will 
eventually  be  carried  to  excess.  In 
their  greed,  investors,  lenders  and 
brokers  will  start  reaching  for  margin- 
al deals.  Other  brokers  will  find  a  way 
to  bring  the  public  in  at  an  early  stage, 
when  the  risk  is  still  high.  There  will 
be  failures  and  scandals  and  big  loan 
losses,  and  the  whole  game  will  get  a 
bad  name.  But  that  day  is  still  a  long 
way  off." 

The  question  now:  Is  that  day  closer 
than  we  realize?  ■ 


Q  •  Which  insurance  broker  will  do 
your  comoanv  a  world  of  aood? 


A.  Rol 
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Bache  Command  Account  gives  you  more  for  your 
money.  An  ordinary  brokerage  account  allows  you  to  buy 
and  sell  securities.  And  that's  all. 

The  Bache  Command  Account ,M  offers  you  the  same 
opportunities  to  make  money  as  an  ordinary  brokerage 
account— and  many  more. 

All  your  money,  always  working.  Bache  Command 
Account  automatically  directs  your  uninvested  money- 
including  dividends— into  a  high-yield  money  market  fund, 
a  tax-free  fund,  or  a  U.S.  Government  securities  fund. 
Your  money  virtually  never  lies  idle. 

Exclusive  protection  beyond  SIPC.  Why  do  you  need 
$10  million  worth  of  protection?  It's  a  very  comfortable 
feeling.  The  Bache  Command  Account  provides  special 
protection  beyond  normal  SIPC  coverage,  for  a  total  cover- 
age of  up  to  $10  million— underwritten  by  a  subsidiary  of 
The  Prudential  Insurance  Company  of  America.  And  you 
won't  find  it  anyplace  else. 

Your  money's  ready  when  you  are.  You  don't  have  to 
wait  for  a  "check  in  the  mail."  Checks  and  a  Visa  card  let 


The  ordinary 
brokerage  account 

is  now  obsolete. 


Bache 

A  Prudential  Company 


r 


(09)  FOR-C-C  1 


Bache  Service  Center 
Box  5002,  Clifton,  N.J.  07015 
Call  toll-free:  800-526-7854, 
from  New  Jersey,  call  800-522-4182 
(In  Alaska  &  Hawaii,  call  the  Bache  office  nearest  you.) 

My  present  account  may  be  obsolete  Tell  me  more  about  the  Command  Account  Please 
send  me  the  free  brochure  and  prospectus  containing  more  complete  information,  includ- 
ing all  sales  charges  and  expenses  I  will  read  them  carefully  before  I  invest  or  send  money 


HOME  PHONt  BUSINESS  PHONE 

BACHE  CLIENTS  PLEASE  GIVE  NAME  AND  Of  FICE  OF  ACCOUNT  EXECUTIVE 

Bache  Command  Account 


TM 


I  Copyright  198?  Bache  •  Member  SIPC 


Capital  Markets 


7hy  are  things  going  haywire  in  a  lot  of 
jusing  revenue  bonds?  Some  theoreti- 
%l  assumptions  are  being  proved  wrong. 

READ  THE 
FINE  PRINT 


By  Ben  Weberman 


lot  of  money  has  been  raised  by 
te,  county  and  local  housing  au- 
)rities — $24  billion  in  tax-free 
ids  from  1979  to  the  present — to 
ance  residential  mortgages  at  be- 
v-market  interest  rates.  Serious 
>blems  have  arisen  in  several  of 
:se  issues.  More  problems  are 
ely.  Everyone  holding  tax- 
;mpt,  single-family  housing 
irtgage  revenue  bonds  would  be 
se  to  read  the  fine  print.  Take 
:cial  note  of  the  assumptions 
ide  in  the  prospectus  about  mort- 
;e  repayments  and  prepayments 
i  about  any  arbitrage  profit  pro- 
ted  on  the  borrowing  agency's  in- 
>tment  of  cash  reserves  and  cash 
oat."  In  a  distressingly  large 
mber  of  cases,  those  assumptions 
:  not  holding  up. 

n  theory,  the  maturity  schedule 
these  tax-exempts  should  match 
|  interest  and  repayment  sched- 
:s  of  the  funds  put  out  as  mort- 
is. In  fact,  a  lot  of  bond  issuers 
:  finding  that  the  money  is  just 
t  coming  in  fast  enough  to  meet 
;ir  debt  service.  The  agencies  are 
ambling  to  cover  interest  pay- 
:nts  plus  mandatory  redemption 
the  debt  required  under  sinking 
id  and  maturity  schedules. 
Why  are  things  going  haywire? 
day,  with  the  housing  market  all 
t  dead,  the  stream  of  mortgage 


x  Weberman  is  economics  editor  of 
rbes  magazine. 


principal  prepayments  has  slowed 
to  a  trickle.  As  that  happens,  the 
amount  of  cash  received  by  the  bor- 
rowing authority  falls  short  of  the 
sum  needed  to  meet  sinking  fund 
retirements  spelled  out  in  the  origi- 
nal borrowing  agreement. 

Assumptions  about  investment 
return  are  another  problem.  Many 
of  the  issues  came  to  market  when 
short-term  interest  rates  were  in  the 
15%  to  20%  range  and  long-term 
U.S.  Treasury  issues  paid  up  to 
15%.  As  this  is  written,  short-term 
investments  are  paying  10.5%  or 
less  (three-month  Treasury  bills 
yield  only  8%)  and  bond  yields  are 
about  12%.  Most  tax-exempts  to 
subsidize  residential  mortgages 
were  sold  on  the  assumption  that 
money  raised  at  lower  tax-free  inter- 
est rates  could  easily  be  reinvested  at 
a  higher  yield — in  effect,  arbitraging 
the  capital  raised.  Rates  have  fallen 
so  far  that  new  investments  may  not 
draw  enough  interest  to  yield  any 
profit,  much  less  exceed  IRS  limits 
on  arbitrage  profits. 

No  housing  authority  has  yet  de- 
faulted outright  on  a  scheduled  re- 
demption or  missed  an  interest  pay- 
ment because  of  a  cash  squeeze.  But 
the  strain  is  showing  in  other  ways. 
Many  investors  in  high-interest 
bonds  over  the  past  two  or  three 
years  are  seeing  these  issues  re- 
deemed faster  than  was  forecast  in 
the  offering  circular.  Others  who  pur- 
chased low-interest  bonds  in  the  be- 
lief they  would  be  called  for  redemp- 
tion in  a  few  years  are  stuck  with 
these  bonds  for  many  years  to  come. 

Hardest  hit  in  many  cases  are 
those  parts  of  mortgage  revenue 
bond  issues  that  had  been  sold  as 
"supersinker"  bonds.  Such  securi- 
ties have  been  a  favorite  of  local 
authorities  in  recent  years.  The  pur- 
pose was  to  reduce  the  overall  net 
interest  cost  of  the  borrowing.  Even 
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though  the  supersinker  shows  a 
stated  maturity  of  20  years  or  so,  the 
issuer  would  covenant  that  all  pre- 
payments of  mortgage  principal 
would  be  used  first  to  redeem  these 
particular  bonds.  In  most  cases,  the 
average  life  expectancy  of  super- 
sinker bonds  ranged  from  four  to  six 
years.  Other  long:term  bonds  in  the 
same  borrowing  were  expected  to 
have  lives  of  about  20  years. 

When  Shelby  County,  Tenn. 
came  to  market  for  $150  million  in 
May  1980,  the  debt  was  structured 
with  a  $14  million  portion,  listed 
for  2011  maturity,  that  was  to  be 
redeemed  first  with  all  proceeds  of 
mortgage  prepayments — a  super- 
sinker. Because  of  their  special  sta- 
tus, the  interest  coupon  on  them 
was  only  8%.  It  appealed  to  short- 
term  investors.  That  8%  return  was 
greater  than  those  on  serial  bonds 
scheduled  to  be  redeemed  in  four  to 
six  years,  which  carried  only  6.25% 
to  6.55%. 

Since  that  sale,  however,  mort- 
gage prepayments  have  fallen  sharp- 
ly. Investors  who  bought  the  super- 
sinker in  expectation  of  a  high  re- 
turn over  a  short  life  span  are, 
instead,  getting  a  low  return  for  a 
long  life  span.  At  the  same  time, 
some  investors  who  thought  they 
had  bought  long-term  bonds  have 
ended  up  with  medium-term,  losing 
investments. 

A  case  in  point:  Flush  with  cash 
from  foreclosures  and  high  yields  on 
its  invested  cash,  Shelby  County 
has  purchased  at  a  discount  its  own 
high-coupon  bonds. 

State  housing  agencies  have  not 
resorted  to  the  supersinker  tech- 
nique, but  their  bondholders  have 
faced  problems,  anyway.  When  the 
Indiana  Housing  Finance  Authority 
raised  $  1 50  million  in  June  1 980,  the 
debt  pattern  assumed  that  mort- 
gages would  be  prepaid  at  60%  of  the 
FHA  experience.  "If  prepayments 
occur  at  a  rate  lower  than  60%  of 
FHA  experience,"  the  prospectus 
warned,  "revenues  could  be  insuffi- 
cient to  pay  debt  service  on  out- 
standing bonds."  Well,  prepayments 
have  been  below  that  rate.  The  au- 
thority's answer  has  been  to  borrow 
$75  million  this  year  through  an 
issue  having  full  parity  with  the  older 
one.  (The  latest  issue  assumes  0.0% 
prepayments.)  In  effect,  the  cash- 
flow problem  has  been  solved  by 
taking  on  additional  debt.  ■ 
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Computer  literacy  isn't  just  for  hobbyists 
and  engineers  anymore.  Spend  a  few 
minutes  learning  about  the  life-changing 
machines  via  the  world  of  restaurants. 

THIS  WAY,  SIR 


By  Srully  Blotnick 


ft  »* 


If  you  have  ever  been  in  an  expen- 
sive French  restaurant  or  a  budget- 
priced  Chinese  one,  you  can  under- 
stand how  a  modern  digital  com- 
puter works. 

Digital  computers  don't  speak 
English,  French  or  Chinese;  they 
speak  binary — that  is,  all  they  un- 
derstand is  zeroes  and  ones  (actual- 
ly, high  or  low  voltage).  Suppose 
the  owners  of  the  two  restaurants, 
which  are  side  by  side,  want  to 
save  money,  as  well  as  eliminate 
favoritism,  thanks  to  tipping  at  the 
door.  So  they  replace  their  maitre 
d's  by  small  computers.  Now  the 
question  is,  how  should  the  com- 
puter decide  whether  or  not  to  seat 
someone  at  a  particular  table?  The 
answer  depends  on  the  kind  of  res- 
taurant it  is. 

To  enable  the  computer  to  "see," 
suppose  sensors  are  put  in  the  floor 
that  signal  "1"  when  someone 
stands  on  them  and  "0"  otherwise. 
The  entranceway  to  each  place  is 
big  enough  to  hold  two  people  at  a 
time.  Let's  also  assume  that  all  the 
tables  in  both  restaurants  have  only 
two  chairs. 

When  there  are  two  people  in  the 
entranceway,  the  sensors  will  signal 
a  pair  of  Is.  A  1  and  a  0  mean  there 
is  only  one  person  there.  And  two  0s 

Dr.  Srully  Blotnick  is  a  research  psychologist 
arid  author  oj  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


mean  no  one  is  waiting. 

If  no  one  is  standing  in  the  en- 
trance foyer,  then  a  pair  of  0s  as 
input  signals  should  produce  an 
output  signal  that  is  also  0.  If  a  pair 
of  people  arrive  at  either  restaurant, 
the  computer  should  signal  them  to 
go  ahead  and  be  seated  at  a  designat- 
ed table.  That  is,  a  pair  of  Is  as  input 
signals  to  the  machine  should  pro- 
duce an  output  signal  that  is  also  a 
1.  Simple  enough. 

It  is  when  one  person  arrives 
alone  that  the  situation  becomes  a 
bit  more  complicated.  What  should 
the  machine  do? 

At  the  French  restaurant,  some- 
one who  seeks  to  dine  alone  may 
not  get  in.  Why?  Because  one  per- 
son at  a  table  takes  it  out  of 
commission.  The  entire  table  is 
essentially  occupied.  So  a  0  and  a  1 
at  the  entranceway  of  the  French 
restaurant  produces  a  0  from  the 
machine — that  is,  a  "stop,  we  can't 
seat  you."  At  the  Chinese  restau- 
rant, a  0  and  1  as  inputs  produce  a 
1  from  the  machine — that  is,  "As 
long  as  there's  an  empty  seat 
somewhere  in  this  joint,  you'll  be 
served." 

The  situation  at  the  French  res- 
taurant can  be  summarized  by  the 
following  chart: 


A 

B 

c 

0 

0 

0 

0 

1 

0 

1 

0 

0 

1 

1 

1 

It's  easy  to  read — just  read  it  one 
row  at  a  time.  A  and  B  are  sensors, 
and  when  someone  stands  on  them, 
they  light  up  with  a  1.  C,  the  third 
column,  is  the  yes  or  no.  A  0  means 
no  table  is  available.  A  1  means  yes, 
you  have  a  table  (or  in  the  Chinese 
restaurant,  at  least  a  seat,  perhaps  at 
a  table  with  other  people). 
The  situation  at  the  Chinese  res- 


taurant can  be  summarized  by  th 
following  chart: 


A 

B 

c 

0 

0 

0 

0 

1 

1 

1 

0 

1 

1 

1 

1 

Note  that  the  only  difference  b< 
tween  this  chart  and  the  one  abov 
it  occurs  in  rows  2  and  3.  The  diffe 
ence  is  no  minor  matter,  thougl 
since  it  tells  you  whether  you  wi 
get  into  the  restaurant. 

A  chart  such  as  this  is  usual] 
called  a  truth  table.  However,  at  th: 
stage  you  can  learn  more  about  th 
operation  of  digital  logic  circuits  b 
thinking  of  the  chart  as  "the  trut 
about  the  table." 

The  first  table,  the  one  summ; 
rizing  the  situation  at  the  Frcnc 
restaurant,  is  called  an  AND  gat 
Why?  Because  the  computer,  whic 
is  acting  as  a  gate,  determining  wh 
gets  in  and  who  doesn't,  wants  yo 
and  someone  else  there  before 
will  admit  you.  The  second  char 
the  one  summarizing  the  situatic 
at  the  Chinese  restaurant,  rcpn 
sents  an  OR  gate,  because  if  eithi 
you  or  someone  else  (or  both) 
present,  you  can  go  on  in. 

These  gates  are  so  important  I 
the  operation  of  computers  and  a] 
pear  so  often  in  the  circuit  diagran 
of  the  insides  of  these  machine 
they  have  their  own  symbols: 

;^r>'  j^t>^c 

An  AND  gate  4.V  OR  gate 

The  difference  between  the  tw 
symbols  is  that  the  AND  gate 
shaped  like  a  beer  belly,  the  OR  ga 
is  shaped  like  a  bra.  As  microele 
tronic  devices  and  circuitry  becorr 
more  widespread,  you  will  see  syn 
bols  like  these  increasingly. 

The  computers  we  come  inl 
contact  with  in  our  everyday  livi 
make  extensive  use  of  these  gate 
Take  automated  bank  tellers,  for  e: 
ample.  How  does  the  computer  d 
cide  whether  to  give  you  the  cas 
that  you  request?  First,  you  fee 
your  bank  card  into  the  machin 
Then,  if  there  is  enough  money  i 
your  account  AND  the  number  c 
the  card  matches  your  accoui 
number,  out  come  the  nice  cm 
bills  you  wanted. 

Here,  the  card  is  being  used  as 
key.  When  you  stick  a  key  into 
lock,  every  notch  in  the  key  mu 
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1  one  of  the  tumbler  pins.  And 
you  use  a  plastic  card  as  a  key, 
thing  must  match  in  this  in- 
2,  too,  even  though  it's  plastic 
id  of  metal.  You  wouldn't 
someone  who  gets  only  part  of 
formation  right  to  gain  access 
ur  house  or  bank  account.  In 
it  is  an  AND  gate.  Think  of 
ink  machine  as  the  maitre  d'  of 
tch  restaurant. 

3ther  major  applications,  for 
ice,  a  computer  that  is  moni- 
;  an  industrial  manufacturing 
ss  for  errors,  OR  gates  are 
important.  When  the  produc- 
rocess  begins  to  go  awry,  even 
le  error  in  the  sequence  should 
jught  to  someone's  attention. 
:re  are  two  steps  in  the  se- 
:e,  A  and  B,  the  computer 
d  inform  you  if  either  one  OR 
ther  starts  to  screw  up.  Both 
shouldn't  have  to  fail  before  a 

is  sent.  This  is  analogous  to 
)st  of  a  Chinese  restaurant. 
:e  that  the  situation,  then,  is 
y  the  reverse  of  the  one  at  the 

There,  we  want  the  transac- 

0  go  through  only  if  everything 
rder.  Here,  we  want  a  warning 
to  be  issued  if  anything  is  out 

ier — and  we  want  to  know 
and  where  it  is.  (We  wouldn't 

that  to  happen  at  the  bank 
a  thief  would  then  know  what 

in  order  to  make  the  fraudu- 
ransaction  go  through.) 
:  logic  systems  in  computers 
>mbinations  of  AND  and  OR 
etched  into  tiny  silicon  chips, 
tear  a  lot  about  integrated  cir- 
— in  particular,  LSIs  and  VLSIs. 
ou  will  be  hearing  a  great  deal 

about  them  in  the  future, 
you  understand  even  a  little 

gates,  there's  no  longer  any 

1  to  be  intimidated  by  the 
pt  of  an  integrated  circuit. 
51  (large-scale  integrated)  cir- 
s  a  chip  that  contains  any- 
:  from   100  to  1,000  gates. 

(very-large-scale  integrated) 
ts    are    those   that  contain 

than  1,000  such  gates.  Each 
s  simple,  but  working  togeth- 

a  chip,  they  can  be  made  to 
e  quite  sophisticated  tasks, 
ddition  to  AND  and  OR  gates 

are  also  NAND  and  NOR 

They  are  the  ones  computer 
eers  actually  care  most  about. 

issue  we  talk  about  these — 
ime,  in  terms  of  "the  truth 

tables"  in  a  singles'  bar.  ■ 


Fidelity  offers  you  three  very  special  opportunities. 


Each  of  these  investment  oppor- 
tunities is  in  a  market  area  where 
superior  research  may  pay  off 
handsomely  — and  where  Fidelity's 
research  is  unusually  strong. 


For  the  adventurous 
stock  investor, 
FIDELITY  MAGELLAN  FUND. 

Looks  for  the  most  promising 
growth  opportunities  in  the  stock 
market.  Over  the  past  5, 10,  and 
15  years,  Magellan  has  achieved 
an  impressive  record  as  a  top 
performer.* 


For  the  high  tax-bracket 

investor,  FIDELITY 
HIGH  YIELD  MUNICIPALS. 

Seeks  high  tax-free  income** 
from  investment  grade  (medium 
to  higher)  municipal  bonds.  This 
Fund  offers  investors  tax-free 
income  now  plus  the  potential 
for  capital  gain. 


For  bond  investors  seeking 

maximum  yield, 
FIDELITY  HIGH  INCOME  FUND. 

Invests  in  lower  grade 
fixed-income  corporate  securities 
whose  value  may  be  under- 
estimated in  the  marketplace.  The 
Fund  offers  both  a  high  yield  and 
the  possibility  of  substantial  gains 
with  improvement  in  economic 
and  market  conditions. 

"  According  to  Upper  Analytical  Services,  Inc.,  which 
monitors  500  mutual  funds. 

**  A  portion  of  the  income  may  be  subject  to  some  state  and 
local  taxes. 


Share  prices  of  these 
funds  are  likely  to  fluctuate 
more  than  the  market  as  a 
whole.  That  means  greater 
potential  for  capital  Toss.  And 
the  possibility  of  greater 
rewards.  You  also  have  the 
benefit  of  free  exchange  to  our 
money  market  or  other  funds 
with  a  single  phone  call. 

While  these  funds  may 
not  be  suitable  for  all  inves- 
tors, aggressive  investors 
would  do  well  to  get  more 
information. 

Call  and  learn  more 
today. 

Call  Free 
800-225-6190 

In  Mass.  Call  Collect  (617)  523  1919 

HDELITY 

P.O.  Box  832,  Dept.  JB  101182 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information  including  management 
fees,  expenses  and  Magellan's  2%  sales  charge,  please 
write  or  call  for  a  free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 

Please  check:  □  Fidelity  Magellan  Fund 

□  Fidelity  High  Yield  Municipals 

□  Fidelity  High  Income  Fund 


City 


Name 


Address 


State 


Zip 


Retirement  Plan  Information:  I  i  Kt  ogh  [  J  403(b)  [  1  1KA 

P  Fidelity) Over  $15  billion  of  assets 
Group   under  management. 
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Acorn 
Fund 


Observations 


WE  INVITE  YOU  TO  EXAMINE 

Our  12  Year 
Performance  Record! 

Write  for  free  prospectus  for  more  complete 
information,  including  management  charges  and 
expenses.  Read  it  carefully  before  you  invest  or 
send  money. 


Name 


Zip 


THE  ACORN  FUND,  INC 

120  S.  LaSalle  St. 

Chicago,  IL  60603 

(312)  621-0630 

F-10-82J 


jog  your  mind 


run  to  your 
library 


American  Library  Association 


N.Y  Times 


RISTORANTE 
ITALIANO 
LUNCH  &  DINNER 
Amer.  Express  & 
Diners  Club 
251  E.  53rd  Street 
(Bet.  2nd&  3rd  Aves.) 
N  YC.  753-8450-1 


No  use  pretending  sovereign  nation, 
never  default.  The  fact  is  tens  of  billion 
in  international  loans  are  gone  forever 

INTERNATIONAL 
FALLACIES 


By  Ashby  Bladen 


Newspaper  reporters  have  at  last 
discovered  the  international  crisis 
that  more  perceptive  observers  have 
been  watching  develop  for  many 
years.  Ominous  analogies  are  now 
being  drawn  with  the  financial  cri- 
sis that  occurred  half  a  century  ago, 
raising  the  fear  that  many  countries 
may  be  about  to  repeat  the  national- 
istic, beggar-my-neighbor  mistakes 
that  were  largely  responsible  for 
turning  the  slump  of  the  early  1930s 
into  the  Great  Depression.  The 
Mexican  president's  xenophobic  re- 
action to  the  run  on  the  peso  shows 
that  those  fears  have  real  substance. 

In  the  current  crisis,  as  in  the 
crisis  of  the  1930s,  excessive  opti- 
mism is  a  villain.  The  new  era  of 
international  cooperation  through 
the  League  of  Nations  was  supposed 
to  stimulate  economic  growth  and 
make  most  developing  countries 
more  creditworthy  than  they  had 
appeared  to  be  in  the  19th  century. 
Now  the  world  has  repeated  that 
mistake. 

Excessive  optimism  has  always 
been  a  source  of  trouble  in  human 
affairs,  along  with  the  unreasoning 
fear  that  sets  in  when  it  becomes 
clear  that  the  optimistic  promises 
cannot  be  kept.  But  the  harmful  ef- 
fects of  the  optimism-fear  polarity 

Ashby  Bladen  «  senior  vice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


can  be  greatly  mitigated  by  a  clel 
understanding  of  the  conditions 
which  people,  businesses  and  go 
ernments  are  likely  to  be  able 
repay  their  debts.  The  basic  princ 
pies  of  finance  are  the  same  both 
home  and  abroad. 

I  cannot  repeat  too  often  that  ai 
borrowing  creates  purchasing  powi| 
that  we  can  spend  in  the  present  1 
mortgaging  the  productive  effoi 
that  we  will  have  to  make  in  t 
future  in  order  to  pay  it  back.  So  t 
least  risky  reason  for  borrowing  is 
invest  in  the  tools  that  will  ma 
our  future  efforts  more  products 
Any  individual  or  country  that  be 
rows  in  order  to  enjoy  the  got 
things  of  life  today  is  skating  ■ 
thin  ice.  Young  people  may  want 
do  some  of  that  anyway,  and  cou 
tries  with  promising  economi 
may  prudently  do  the  same.  B 
cautious  lenders  prefer  to  see  lai 
borrowings  tied  to  specific  prodi 
tive  projects.  That  principle  h 
been  much  neglected  lately. 

The  political  and  economic  ] 
construction  after  World  War  II  i 
eluded  the  creation  of  the  Interr 
tional  Monetary  Fund  to  ma 
loans  to  countries  that  were  sper 
ing  more  abroad  than  they  we 
earning  there.  In  a  sense,  the  IMF 
another  result  of  the  simplemind 
Keynesianism  that  I  have  criticiz 
in  other  contexts.  That  is  the  noti 
that  the  besetting  problem  of  mc 
ern  economies  is  a  persistent  sho 
fall  of  demand,  which  then  leads 
'  the  conclusion  that  stimulating  ( 
mand  is  always  a  good  idea  rega 
less  of  what  it  gets  spent  on  a 
regardless  of  what  burdens  it  crea' 
for  the  future. 

The  IMF  does  require  that  coi 
tnes  that  are  getting  too  deeply  ir 
hock  change  their  policies.  It  wai 
them  to  encourage  saving  and 
vestment  in  productive  assets,  ra 


256 


FORBES.  OCTOBER  11. 


Value  Line  Pinpoints. 

DOUI 


Or  how  to  be  a  Bull  and  a  Bear  at  the  same  time 

Among  the  1700  stocks  under  intensive  year-round  review  by  Value  Line's  70 
research  specialists,  only  128  now  offer  this  combination:  (Value  Line  8/6/82) 

•  Each  of  these  stocks  is  now  accorded  a  superior  rank  (Group  1  or  2)  by  Value 
Line  for  Probable  Market  Performance  in  the  next  12  months.  This  means  we 
think  they  will  give  stronger  price  performance  than  the  average  of  all  1700 
stocks  no  matter  which  way  the  market  goes  during  the  year  ahead. 

•  Each  is  also  accorded  a  superior  rank  (Group  1  or  2)  by  Value  Line  for  Safety. 
The  Safety  rank  is  based  on  the  stock's  price  stability  and  the  company's 
financial  strength  (each  of  which  is  also  ranked  separately). 

In  the  opinion  of  Value  Line  research,  this  handful  of  stocks  offers  investors  some 
of  the  best  opportunities  to  capitalize  on  a  rising  market  in  1982  and— af  the  same 
time—  retain  superior  protection  in  the  event  of  a  general  decline. 

Updated  Every  Week 

Every  week  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of 
EACH  of  1700  stocks  relative  to  all  others,  as  follows  . . . 

a)  Rank  for  Relative  Probable  Price  Performance  in  the  Next  12  Months— ranging 
from  1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  yield  in  the  Next  12  Months  (100  stocks  offer  yields  of  12.2%  and 
up— Value  Line  8/6/82). 

d)  Estimated  Appreciation  Potentiality  in  the  Next  3  to  5  Years— showing  the 
future  "target"  price  range  and  the  percentage  price  change  indicated.  (100 
stocks  are  in  the  305%  to  720%  range— Value  Line  8/6/82). 

e)  Current  price  and  P/E,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  the  stock's  Beta. 

f)  Very  latest  available  quarterly  earnings  results,  and  estimated  quarterly  earn- 
ings twelve  months  in  advance,  and  dividends,  together  with  year-earlier  com- 
parisons. 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehensive  new  full- 
page  Rating  &  Report  at  least  once  every  three  months— including  22  series  of  vital 
financial  and  operating  statistics  going  back  15  years  and  estimated  3  to  5  years 
into  the  future. 

Special  Bonus  Invitation 

You  can  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  1 0  weeks  for  only  $33— about  HALF  the  regular  rate — 
if  no  one  in  your  household  has  subscribed  in  the  past  two  years.  And  you 
automatically  receive  these  two  bonuses: 

BONUS  #1— Value  Line's  2000-page  Investors  Reference 
Service,  including  our  latest  full-page  Reports  on  each  of 
1700  stocks  .  .  .  fully  Indexed  and  loose-leaf  bound  for 
easy  reference,  and  systemically  updated  by  new  full- 
page  Reports  in  the  weeks  ahead.  Filing  takes  but  a  minute 
a  week. 

BONUS  #2—  Evaluating  Common  Stocks,  by  Arnold  Bernhard,  Value  Line's 
founder  and  research  chief.  This  96-page  guidebook  reveals  methods  of  stock 
evaluation  that  took  decades  to  develop,  and  tells  exactly  how  to  use  the  immense 
wealth  of  precision-organized  data  in  The  Value  Line  Investment  Survey. 

CALL  TOLL-FREE:  If  you  have  Master  Card,  American  Express  or 
Visa,  phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 

The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 

Department  216F1  1 

INTRODUCTORY  OFFER  □  My   payment   is  enclosed.   □  Please 

□  Begin  my  10-week  trial  subscription  for    charge  to:  □  American  Exp.  □  MasterCard 
$33  to  The  Value  Line  Survey  (limited  once  to    □  Visa 

any  household  every  two  years)  and  send  me     Expiration  Date  

the  two  bonuses  listed  above.  Accounts  

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  subscription 

for  $330  and  send  me  the  two  bonuses  listed  — ■  

above.  There  are  no  restrictions  with  this  an-  Signature 
nual  subscription. 

SPECIAL  EXTRA  BONUS   

A    pocket-size   CREDIT  ■  Name 
CARD  LCD  CALCULATOR    """"""  v 


given  to  you  when  you  order  „,»■><•■   

The  Value  Line  Investment    """'~5S!"S       Address  Apt  No. 

Survey  tor  one  year. 


This  subscription  is  tax-deductible  and  non-   

assignable  (N.Y.  residents  add  sales  tax.)       City  State  Zip 
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support  our  colleges! 


By  Richard  B.  Hoey 


I  make  a  distinction  among  three 
aspects  of  a  financial  crunch.  First, 
there  is  the  rate  crunch,  reflected  in 
extremely  high  interest  rates.  Sec- 
ond, there  is  the  availability  crunch, 
or  true  credit  crunch,  as  the  avail- 
ability of  credit  to  a  wide  variety  of 
borrowers  is  restricted.  Finally, 
there  is  what  I  have  named  the  risk 
crunch,  as  a  growing  number  of 
weak  borrowers  face  defaults  and 
bankruptcies. 

We  have  not  had  a  full-scale  cred- 
it availability  crunch  since  the 
spring  of  1980.  But  we  had  a  pro- 
longed rate  crunch  until  the  last  few 
weeks.  That  rate  crunch  finally  pre- 
cipitated a  widening  risk  crunch, 
which  has  persisted,  even  after  in- 
terest rates  declined.  Borrowers 
who  have  defaulted  or  where  de- 
faults have  been  widely  feared  in- 
clude Braniff,  Drysdale,  Bank  Am- 
brosiano,  Lombard-Wall,  Interna- 
tional Harvester,  Alfa  of  Mexico, 
Dome  Petroleum,  Penn  Square, 
Mexico,  Poland  and  Argentina.  In 
addition,  investors  have  become 
wary  of  buying  the  CDs  and  Euro- 
dollars of  some  banks. 

The  job  of  the  central  bank  in  a 
risk  crunch  is  not  to  act  as  a  welfare 
agency  for  stockholders  and  lenders 
whose  investments  have  gone  bad 
but  rather  to  minimize  the  degree  to 

Richard  B.  Hoey  is  first  vice  president,  econo- 
mist and  investment  strategist  at  Bache  Hal- 
sex  Stuart  Shields 


Market  Trends 


There  are  some  real  opportunities  in  me 
dium-grade  bonds.  But  if  you  decide  U 
go  in,  diversify — and  be  sure  to  watch  th 
underlying  common  stocks. 

RISK  CRUNCH 


which  the  failure  of  insolvent  en 
ties  threatens  a  wave  of  bankru] 
cies  among  borrowers  who  are  fq 
damentally  sound. 

The  trickiest  part  of  the  curre 
risk  crunch  is  the  potential  for  a 
faults  among  the  countries  of  t| 
world  to  which  the  banks  are  ma; 
lenders.  These  loans  are  not  coll, 
eralized,  so  the  banks  have  no  ass< 
to  sell  off  if  there  is  a  default.  And 
is  also  difficult  to  enforce  a  ju<| 
ment  against  such  borrowers.  Finl 
ly,  these  borrowers  represent  sue! 
large  portion  of  the  equity  of  lai 
banks  that  they  are  able  to  adq 
what  we  call  the  "Samson  col 
plex."  That  is,  "Bail  me  out,  or! 
bring  the  temple  of  the  financ 
system  down  around  your  ears." 

Hidden  deep  within  the  recesj 
of  the  world  financial  system  thi 
is  one  antidote  that  can  stabilize 
if  cooperation  among  central  bail 
ers  is  not  enough.  The  IMF  ho 
approximately  100  million  ounij 
of  gold,  carried  on  its  books  at 
SDR,  about  $38  per  ounce.  At  $4 
an  ounce,  the  unrealized  profit 
the  IMF  gold  amounts  to  about  $ 
billion.  It  would  be  larger,  exci 
that  some  of  it  was  used  as  welfi 
for  the  world's  poorer  countries. 

This  unrealized  profit  on  the  II 
gold  doesn't  clearly  belong  to  ai 
one.  But  it  backstops  the  solven 
of  the  IMF  and  could  provide  coll 
eral  for  crisis  borrowing  if  neede« 

The  recent  risk  crisis  has  be 
accompanied  by  a  surge  in  bond  a 
stock  prices.  The  same  thing 
curred  following  the  Penn  Cent 
crisis  of  1970  and  the  Hersts 
Franklin  National  crisis  of  191 
Short-term  interest  rates  fall  shai 
ly  in  the  risk  crunch,  which  fe< 
through  to  the  prices  of  other  asse 
That  explains  the  perversity  oi 
bull  market  in  the  midst  of  a  wo 
financial  crisis. 
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ONEY  a  INVESTMENTS 


i  bull  market  in  bonds  began  a 
ago.  Everyone  has  been  so 

of  the  risk  of  falling  bond 
>  in  the  event  of  rising  interest 
that  they  ignored  the  risk  of 
g  income  if  rates  dropped.  In- 
rs  who  stayed  short  now  face'a 
drop  in  their  income, 
e  strategy  is  to  extend  maturi- 

forecast  in  my  May  25,  1981 
=  s  column  that  the  peak  in 
:erm  yields  ultimately  reached 
81  would  stand  for  the  next 
ry.  I  still  believe  that,  and 
:erm  rates  should  drop  a  lot 
ir  for  the  next  decade.  On  a 
■term  basis,  however,  I  am  not 
thusiastic  about  buying  long- 
bonds  aggressively  for  imme- 
capital  gains  as  I  was  before 
3nd  market  surged.  But  inves- 
vho  need  income  can  extend 
rities,  recognizing  that  at  high- 
ld  prices  they  now  have  some- 
more  risk  of  capital  loss  and 
)otential  for  capital  gains,  at 
in  the  short  run. 
ly  can  also  downgrade  if  they 
reful.  Now  that  the  consensus 
t  the  world  is  so  risky  that  you 
d  buy  only  the  highest-grade 
>,  some  real  opportunities  have 
:d  up  in  medium-grade  bonds. 
i  are  going  to  be  more  defaults, 
unexpected,  so  don't  buy  just 
r  two  bonds.  The  necessity  for 
ding  the  risk  by  diversifying 
ises  as  you  move  away  from 
nment  and  triple-A  bonds, 
general,  the  amount  of  excess 
you  can  get  by  buying  tnple-B 
s  rather  than  tnple-A  bonds  is 
peak  near  the  cyclical  low  in 
rate  profits.  That's  when  the 
)f  bankruptcy  is  highest.  Cor- 
e  profits  are  now  at  their  low- 
md  risk  spreads  are  probably 
:heir  peaks. 

ou  go  with  triple-B  bonds,  one 
o  watch  is  the  performance  of 
ompany's  stock.  If  it's  notice- 
veak  relative  to  the  stock  mar- 
nd  selling  at  a  big  discount  to 
value,  it  may  mean  that  the 
>any's  financial  condition  is  de- 
ating,  but  the  rating  agencies 
i't  yet  caught  on.  Investors  in 
um-grade  bonds  and  specula- 
n  low-grade  bonds  should  con- 
selling  out  if  they  begin  to 
ve  such  weakness  in  the  price 
:  underlying  stock.  The  odds  of 
lg  out  before  default  are  much 
aved  if  you  do  this.  ■ 


Should  you  5pe©»ktgr 
invest  in  commodities? 

Should  you  trade  with  a  firm  that  thinks  in  terms  of  investments  instead  of 
speculation?  A  firm  whose  chairman  of  the  board  is  a  former  chairman  of  the 
Chicago  Mercantile  Exchange?  A  commodity  brokerage  firm  that  has  specializ- 
ed in  commodities  since  1914?  A  firm  that  has  second-and-third-generation 
descendants  of  the  founder  serving  as  top  management?  One  that  has  created  a 
college-level  course  of  advanced  studies  in  commodities  trading  for  its  mid-level 
employees?  An  Organization  which  will  this  year  custom-design  in-depth 
seminars  for  people  like  you  who  will  respond  to  this  advertisement  so  that  they 
can  bring  these  special  conferences  into  your  reach?  Can  you  believe  a  company 
which-  above  and  beyond  customary  brokerage  services-  offers  a  broad  array  of 
exclusive  products?  A  firm  that  will  gladly  share  its  performance  record  with 
you?  One  that  believes  its  business  is  built  upon  its  continuity,  stability, 
specialization,  and  tradition?  Who  believes  all  of  this  about  R.J.  O'Brien  & 
Associates,  Incorporated?  Well,  for  starters,  our  customers.  Some  have  traded 
with  us  for  the  past  two  decades.  Then  ask  our  competition  . . .  they  certainly 
believe  in  us.  Shouldn't  you? 

Dear  Mr.  O'Brien: 

I  might  be  a  believer  in  someone  who  has  been  in  commodity  trading  since  1914 
Send  me  a  set  of  your  four  informative  brochures  that  tell  me  more  about  your 
long-established  firm  and  some  of  your  ideas  on  commodity  spesulat&m 
investment. 

Name  

Occupation  

Address  

City  Sute  Zip  

Area  Code  Bus.  Phone  

Home  Phone  

□  1  have  . . . 

□  1  have  not  traded  commodity  futures. 


°HaC)V5Briei\&, 
^Vgseciqtes^nc^ 

Brokers  in  Commodities  Since  1914 
550  W.  Jackson  Blvd 
Chicago.  1L  60606 
312/648-7300 

TOLL  FREE  800/621-0757 


TAX-FREE  INCOME! 

FINANCIAL  TAX-FREE  INCOME  SHARES,  INC. 


A  No-Load  Municipal  Bond  Fund 

seeking  high  levels  of  income 
exempt  from  federal  income  tax.* 


Minimum  investment  of  $1 ,000. 
Add  in  amounts  of  $1 00  or  more. 
No  sales  charge. 

Daily  dividend  income  paid  monthly. 


No  withdrawal  fees. 
No  early-withdrawal  penalties. 
Full  liquidity,  with  shares  redeemed 
at  net  asset  value. 


For  details  and  free  prospectus,  mail  coupon  or  call  Financial  Programs.  Inc. 
Inconlinental  U  S  dial  1/800/525-9831  toll-free  In  Colorado  call  779-1233  collect 


4-FO-2-152FR-12 

Financial  Tax-Free  Income  Shares,  Inc.,  P.O.  Box  2040  ■  Denver.  CO  80201 


Name. 


Address. 


State . 


Zip. 


City  

For  more  complete  information,  send  for  free  prospectus  that  explains  management  fees  and  expenses 
Read  carefully  before  sending  money  or  investing   'Income  may  be  subiect  to  state  and  local  taxes 
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Drawing  up  a  plan  is  one  of  the  more 
boring  things  about  starting  a  business, 
but  its  one  of  the  most  important. 

THE  BUSINESS 
PLAN 


By  Thomas  P.  Murphy 


This  article,  the  seventh  in  a  series, 
is  about  the  Business  Plan,  that 
dull-as-dishwater,  absolutely  essen- 
tial document  you  should  assemble 
before  launching  a  new  business. 
Starting  without  a  business  plan  is 
like  starting  a  cross-continent  road 
trip  without  a  map.  You  will  get 
somewhere,  but  it  might  not  be 
where  you  intended  to  go. 

To  put  this  in  context,  the  preced- 
ing articles  have  taken  you  through 
the  scanning  process — how  to  think 
about  yourself  as  an  entrepreneur; 
how  to  consider  new  business  ideas; 
how  to  buy  a  company;  and  how  to 
approach  franchising.  All  this  is 
"dining-room-table"  planning.  Its 
end  product  is  the  Business  Plan. 
It  becomes  a  "Private-Placement 
Memorandum"  if  you  intend  to  ex- 
pose your  plan  to  very  many  people 
in  an  effort  to  raise  capital.  If  that  is 
the  purpose,  you  should  have  it  re- 
viewed by  a  lawyer.  He  will  keep 
you  this  side  of  the  SEC's  limita- 
tions on  private  offerings  and  make 
his  presence  known  by  pointing  out 
risk  factors:  "There  can  be  no  assur- 
ance this  turkey  will  ever  get  off  the 
ground  with  his  scheme  to.  .  .  ." 

What  goes  into  a  business  plan? 
Everything  that  is  important  to  the 
business,  and,  hopefully,  in  fewer 
than  40  pages. 

A  plan  should  begin  with  a  simple 

Thomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford.  Conn 


declaratory  sentence:  "XYZ  Corj 
will  manufacture  very  large  seal 
integrated  devices  .  .  .  ";  "PDQ  pn 
poses  to  enter  America's  fast-grow 
ing  convenience-food  retailing  lr 
dustry  by.  .  .  ."  That  may  seem  or 
vious,  but  I  have  labored  throug 
business  plans  that  didn't  reveal  th 
nature  of  the  business  for  15  pages- 
when  I  got  that  far. 

The  next  section,  for  my  tast 
anyway,  ought  to  state  the  advar 
tages  your  approach  has  in  its  indu! 
try.  If  there  is  a  history,  whic 
would  be  true  if  you  were  buying  a 
existing  business,  it  should  be  abot 
the  fourth  section  of  the  Plan. 

Logically,  the  next  step  is  to  d< 
tail  your  plan  for  handling  the  ke 
element  in  the  business.  If  succes 
depends  on  your  ability  to  manufai 
ture  a  product,  then  this  sectio 
ought  to  show  how  you  propose  t 
do  it.  On  the  other  hand,  if  it  is 
marketing-dependent  business,  th; 
would  go  before  manufacturing. 

The  marketing  section,  by  th 
way,  is  key.  In  my  experience,  moi 
new  enterprises  manage  to  mak 
the  product  they  said  they  were  g( 
ing  to  make.  But  marketing  is  a  kil 
er.  It  is  expensive,  exasperatingl 
unpredictable  and,  when  you  get  t 
the  cash  flow,  very  sensitive  to  tin 
ing.  An  example  of  the  latter: 
friend  was  selling  a  remarkable  ne' 
product  to  city  governments.  H 
failed,  in  projecting  sales,  to  alio 
for  the  long  budgeting  cycles  citif 
have  and  the  fact  that  they  are  slo 
•to  pay  their  bills.  Those  oversigh 
almost  killed  the  business. 

Since  marketing  is  so  importan 
let  me  suggest  some  of  its  subse 
trons:  personnel,  the  physical  facil 
ty  and  how  these  relate  to  the  sah 
projections.  You  should  show  boi 
the  size  of  the  total  market  ar 
trends  in  it,  talk  about  competitic 
and  suggest  what  share  of  the  ma 
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u  hope  to  get.  There  is  more:  a 
iting  plan  includes  pricing, 
sales  tactics  (company  sales- 
agents,  distributors,  manufac- 
'  reps,  etc.).  Warranties  and 
e  have  to  be  covered  and,  if 
tant,  advertising  and  public 
ms. 

ie  business  involves  a  product, 
l  detailed  section  is  needed  on 
t  will  be  developed,  manufac- 

etc.  Cost  and  volume  num- 
re  needed.  If  key  equipment  or 
naterials  are  involved,  you 
to  make  clear  how  you  intend 
them  and  when, 
mr  business  plan  is  for  outside 
mption,  a  section  will  be 
d  on  the  management  team — 
hey  are  and  how  their  experi- 
elates  to  the  business.  Inves- 
vill  also  want  to  know  how 
■ship  of  the  business  is  divided 
iow  management  intends  to 
^nsate  itself.  Modesty  in  com- 
tion  is  my  recommendation; 
se  to  pay  key  executives  small 
;s  supplemented  with  a  piece 

action.  Investors  love  sweat 

r. 

3t  business  plans  do  not  have  a 
chart — a  series  of  boxes  on 
showing  what  needs  to  be 
ind  when.  I  urge  you  to  do  one. 
:  final  sections  of  a  business 
ire  the  financials,  and  by  far 
ost  important  of  these  is  cash 
If  the  cash  is  negative,  that 
negative  is  the  amount  of  fi- 
ng  you  need.  The  first  year 
d  be  done  by  months  and  the 
wo  years  by  quarters, 
ile  it  is  heresy,  I  would  skip 
balance  sheets  and  income 
nents  on  a  small  startup  that 
't  require  outside  financing. 
;  early  stage,  they  don't  tell 
nuch.  Only  cash  is  critical; 
you  are  out  of  that,  you  are 
f  business. 

:re  is  an  excellent  book  you 
:  find  helpful  that  has  a  good 
m  on  writing  business  plans.  It 
Front  Financing  by  A.  David 
•  (Ronald  Press,  $15.95). 
:s  all  this  sound  wearisome 
m?  If  it  does,  maybe  you 
d  forget  about  starting  your 
business.  If  you  find  these 
s  boring,  you  probably  would 
running  a  business  boring. 
:ss  may  start  with  a  brilliant 
:pt,  but  its  implementation  is 
usand  niggling  details.  ■ 


THE  COST  OF 
LIVING. 

GIVE  TO  THE  AMERICAN  CANCER  SOCIETY. 


The  IDS  Tax-Free  Money  Fund 


...So  You  Pay  Less 


to  the  IRS  at  a  New, 


LOW  Minimum! 


Looking  for  an  affordable  way  to  get  income  FREE 
from  Federal  income  tax?  Call  the  TOLL-FREE  number 
or  mail  the  coupon  for  more,  no-obligation  information 
about  The  IDS  TAX-FREE  MONEY  FUND,  featuring: 

■  New,  Affordable  $2000  Minimum  .  .  .  and  add 

as  little  as  $100  at  any  time! 

■  Daily  Tax-Free  *  Income  .  .  .  with  effective  yield 
that  increases  as  your  tax-bracket  increases. 

■  A  Goal  of  a  Constant  $1  Share  Price. 

■  Easy  Access  to  Your  Money. 

■  No  Sales  Charges,  No  Redemption  Penalties. 

■  High-Quality,  Diversified  Portfolio. 

■  Full-Time,  Professional  IDS  Management. 

'CM  course,  a  portion  may  be  subject  to  some  slate  and  local  taxes 

Mail  the  Coupon  or  Call .  .  . 

Toil-Free  1-800-IDS-IDEA 

. . .  That's  TOLL-FREE  1-800-437-4332. 

IDS,  IDS  Tower,  P.O.  Box  369,  Minneapolis,  MN  55440 

For  more  complete  information,  including  management 
fees  and  expenses,  please  write  or  call  for  a  prospectus. 
Read  it  carefully  before  you  invest  or  send  money. 
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Gold  normally  trades  at  a  discount  to 
platinum.  Now  the  tables  are  turned.  Can 
traders  make  a  buck  based  on  this? 

THE  HIGH  PRICED 
SPREAD 


MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrist 


The  recent  explosion  in  the  prices  of 
gold  and  silver  has  brought  out  the 
gold  bugs  among  my  readers.  They 
all  want  to  know  the  same  thing:  Is 
this  the  time  to  go  back  into  the 
precious  metals?  Longtime  readers 
of  this  column  know  that  I  am  no 
fan  of  gold  and  silver.  As  a  rule,  they 
are  commodities  that  go  up  in  price 
when  the  end  of  the  world  is  at 
hand.  As  a  commodity  trader  who 
has  been  at  it  for  more  years  than  I 
care  to  think  about,  I  always  try  to 
look  at  things  from  an  optimistic 
point  of  view.  Traders  who  don't 
maintain  such  a  viewpoint  soon 
find  themselves  looking  for  bridges 
with  low  railings. 

I  believe  that  this  runup  in  the 
precious  metals  is  simply  a  bear 
market  rally  that  will  soon  play  it- 
self out.  While  the  international 
banking  system  is  certainly  not  in 
great  shape,  I  do  not  think  it  is  going 
to  fail.  And  though  this  rally  has  a 
great  deal  to  do  with  the  sad  state  of 
many  international  banks  and  their 
Third  World  clients,  this  condition 
is  not  going  to  be  enough  to  sustain 
the  rally  much  further. 

Donald  M.  Selkin,  a  spread  analyst 
with  Bachc  Halsey  Stuart  Shields, 
recently  took  a  look  at  a  spread  that 
has  moved  into  a  unique  area.  The 
trade  involves  gold  against  plati- 


Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


num — two  precious  metals  with  dif- 
ferent demand  characteristics.  For 
the  past  two  years  or  so  platinum  has 
been  trading  at  a  discount  to  gold. 
Some  traders  view  this  as  an  aberra- 
tion since  platinum  traditionally 
trades  at  a  premium  to  gold.  A  brief 
look  at  three  recent  time  periods 
provides  some  insight  into  the  forces 
that  move  these  two  metals. 

Following  the  explosion  in  oil 
prices  in  1973,  the  U.S.  experienced 
a  severe  recession  in  1974  and  1975. 
Particularly  hard  hit  was  the  U.S. 
auto  industry.  During  this  time, 
platinum  went  to  a  discount  to  gold 
for  about  a  ten-month  period,  even- 
tually sinking  to  a  level  $40  an 
ounce  under  gold.  Since  platinum 
has  more  industrial  uses  than  gold, 
particularly  as  a  catalyst  in  emis- 
sion control  devices  for  autos,  it  is 
not  too  surprising  that  it  weakened 
more  than  gold  in  an  economic 
downturn. 

The  precious  metals'  bull  market 
that  started  in  the  fall  of  1979  and 
went  to  the  spring  of  1980  saw  plati- 
num continually  at  a  premium  to 
gold.  This  was  due  to  strong  eco- 
nomic activity  in  general  and  a 
healthy  auto  market  in  particular. 
Platinum  inventories  ran  down  be- 
cause of  high  industrial  demand. 
Speculative  demand  was  also  high 
thanks  to  double-digit  U.S.  inflation 
and  a  weak  dollar.  The  gold  market 
peaked  on  Jan.  17,  1980  at  $875  per 
ounce,  while  platinum  continued  to 
surge  to  new  highs,  not  reaching  its 
alltime  record  price  of  $1,150  per 
ounce  until  late  in  March.  At  that 
time  it  held  an  astounding  $400- 
per-ounce  premium  over  gold. 

The  bear  market  of  1981-82  was 
characterized  by  record  real  interest 
rates,  a  falling  inflation  rate,  lower 
oil  prices,  a  strong  dollar  and  a 
worldwide  recession.  These  factors 
caused  a  flow  of  funds  out  of  pre- 


cious metals  to  interest-bearing  i 
struments.  Platinum  dropped  und 
gold  in  late  1980  and  has  remain 
at  a  discount  ever  since.  In  eaa 
summer  the  $20  discount  doubl 
and  in  late  August  exceeded  $1 
per  ounce  for  the  first  time  in  hisi 
ry  (see  chart). 

This  spread  is  worth  trading 
this  level.  Only  a  modest  strcngl 
ening  in  industrial  demand  wotj 
have  a  tendency  to  narrow 
spread.  Therefore,  I  would  consicj 
buying  platinum,  while  selling  gc 
if  platinum  is  at  least  at  a  $11 
discount  to  gold  (basis  the  Ap 
contracts).  I  would  buy  two  cc 
tracts  of  platinum  for  every  contra 
of  gold  I  sold,  as  the  former  is  on 


The  gold  premium 


The  chart  below  shows  the  p rem 
um  of  the  April  gold  contract  to  tl 
April  platinum  contract.  T! 
spread  has  never  been  so  wide 


Dollars  per  ounce 


500 


450 


Gold-platinum  spread  {dollars  per  ounce) 


150 


I  Mar.  I  Apr.  I  May  I  |une  I  July  I  Aug 


50  ounces,  while  the  latter  is 
ounces.  Thus,  a  $1  change  in 
spread  value  will  result  in  a  S 
gain  or  loss  per  spread. 

You  should  be  aware  that 
spread  is  a  volatile  one,  and,  th 
fore,  I  would  risk  no  more  t 
$1,000  from  my  entry  point.  I  wc 
look  for  a  profit  of  at  least  $4,00( 
each  spread.  The  margin  on 
spread  is  the  sum  of  both  side 
about  $5,500  (exchange  m 
mums),  while  the  round-turn  c 
mission  is  also  the  sum  of  li 
sides,  about  $200.  ■ 
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VER  CORPORATION  (ARIZONA)  0-V 
M.  SILVER  CORP  (CONTINENTAL)  0-V 
JOINT  NEWS  RELEASE 

\,  B.C.,  Canada— September  13,  1982 
RATIONS— ARIZONA  U.S.A. 

ver/gold  prices  recently  advancing  to  and 
ligher  levels  than  was  the  case  a  few  months 
;nt  to  the  sale  in  mid-August  1982,  Arizona/ 
we  scheduled  further  sales  for  the  mid  and 
September  1982  of  silver/gold  produced  from 
iills  Mining  Properties  located  in  Mohave 
a,  U.S.A. 

silver/gold  prices  either  advance  or  hold  at 
Arizona/Continental  intend  to  increase  the 
>n  of  their  mining  operations  (presently  about 
day)  and  to  continue  sales  of  product  on  a 

ource  of  increased  daily  production  is  to  be 
cessing  more  underground  ore  from  the  G  A  R. 

and  the  Hulda  Mine  (Continental). 

OPERATIONS— TENNESSEE 

)n  program  which  has  proved  to  be  successful 
tors  in  the  area  was  recently  commenced  on  a 
r  of  the  Companies'  gas  wells.  If  the  test 
le  select  wells  are  positive  the  program  will  be 
ill  other  wells  already  connected  to  pipeline 
h  would  create  improved  production  this  fall 

OPERATIONS— TEXAS 

sly  reported  Slope  Energy,  Inc.  (Slope)  the 
■  providing  very  encouraging  drilling  results 
lelays  with  completion/production.  Slope  re- 
ced  that  progress  is  continuing  towards  re- 
mpletion/production  problems  with  respect  to 
3dy  drilled  with  Slope  as  Operator, 
the  Companies'  Representatives  in  the 
Office  are  involved  in  negotiations  with 
articipation  in  new  prospects  whereby  the 
Trough  Arizona  Resources  Texas  Inc.  will 
tor. 

:ORPORATION         CONTINENTAL  SILVER  CORP. 
Capitalization: 

10.000.000  Shares     Authorized  5.000,000  Shares 

3.167  934  Shares     Issued  2,545.086  Shares 


hange'ARZ 


Listed 

Vancouver  Stock  Enchange/CVR 
NASDAQ/CTl  SF 


iharles  S  Underhi  1 1 .  Director,  Arizona  Silver 
Continental  Silver  Corp.,  Suite  1140,  625 
couver,  B.C.  Canada  V6C  2T6  Phone:  (604) 
Michael  A.  Connor,  Balfour  Securities,  630 
ite  2170,  New  York,  N  Y.  10111  (212)  489- 


URCES  LTD.  O-V 

\,  BC,  September  8,  1982 — The  current  surge 
if  gold  has  resulted  in  a  decision  by  Cumo 
.  to  triple  immediately,  its  production  at  the 
.ouanna  Gold  Mines  Ltd.  producer  near  Nakina 

urces  a  Vancouver  based  natural  resources 
1  the  Consolidated  Louanna  Gold  Mine  will  be 
hree  shift  operation,  seven  days  per  week  It 
-per-day  mill  on  the  property  which  has  been 
:e  April  1982 
at  the  mine  have  been  running  at  the 
ibility  study  rate  of  .3  ounces  of  gold  per  ton 


Increased  production  capability  should  allow  the  oper- 
ation to  produce  in  excess  of  4,000  tons  per  month  and  also 
allow  the  operators  to  sell  in  excess  of  1,200  ounces  of  gold 
per  month. 

Experience  has  demonstrated  that  the  Cumo  controlled 
mine  can  produce  approximately  40  percent  of  its  gold  in  a 
bar  form,  thus  yielding  a  far  greater  return  than  from  the 
concentrate. 

The  original  feasibility  study  at  the  mine  was  based 
upon  100  percent  concentrate  production.  But.  with  the 
addition  of  gravity  concentrating  equipment  and  melting 
furnace,  the  new  production  method  has  been  effective 
in  returning  40  percent  in  gold  bar  form.  This  has 
resulted  in  considerable  cost  savings  in  handling 
freight  and  smelting  costs.  Sixty  percent  is  still  shipped 
in  concentrate  form  to  the  Asarco  smelter  in  Helena, 
Montana. 

Cumo  Resources  reports  that  approximately  12  percent  of 
its  gold  income  is  saved  by  producing  bar  gold. 

Cumo  Resources  received  100  percent  of  the  Consoli- 
dated Louanna  Gold  Mine's  revenue  until  it  is  fully  paid 
back  for  its  total  investment  of  approximately  $4.6 
million  to  put  the  property  into  production.  At  current 
gold  prices  the  capital  should  be  returned  over  the  next 
twelve  months.  After  that,  Cumo  reverts  to  a  position 
involving  25  percent  free  carried  interest  in  the  property 
and  assets. 

Cumo  Resources  trades  on  the  Vancouver  Stock  Exchange 
in  Canada  and  is  listed  on  the  NASDAQ  system  in  the  U.S.  as 
well  as  having  been  approved  for  trading  in  California  .  The 
company  has  producing  oil  and  gas  properties  in  Utah  and 
New  Mexico.  It  recently  acquired  Lougheed  Resources  Ltd.  of 
Vancouver,  and  through  it,  assumed  management  control  of 
NP  Energy  Corporation  of  Houston,  Texas.  A  firm  with  gas 
and  oil  production. 

Consolidated  Louanna  Gold  Mines  trades  on  the  Toronto 
Stock  Excfi3ng6 

(Contact:  Cumo  Resources  Ltd.,  (Suite  1106),  700  West 
Pender  St.  Vancouver,  B.C.  Canada  V6C  1G8.  Phone:  (604) 
689-2025. 


INPUT  BUSINESS  MACHINES  INC.  O 

FREDERICK,  MD„  August,  16,  1982— Input  Business 
Machines  (OTC-IPUT)  today  reported  revenues  for  its  first  six 
months  ended  June  30,  1982  of  $2,153,721  versus  revenues 
of  $1,732,547  for  the  first  half  of  1981,  a  24  percent 
increase.  Net  loss  was  $185,177,  or  $.09  per  share,  versus 
net  income  of  $128,908,  or  $.09  per  share,  in  the  same 
period  of  1981. 

Revenues  for  the  second  quarter  jumped  to  $1,125,648, 
29  percent  above  the  $876,901  reported  in  last  year's 
second  period.  Net  income  for  the  second  quarter  was 
$51,065,  or  $.03  per  share  versus  net  income  of  $34,751,  or 
$.02  per  share,  for  the  second  quarter  of  1981. 

In  announcing  the  results,  Gary  J.  Murphy,  president  and 
chief  executive  officer,  said  "Input  sales  continue  to  in- 
crease. Higher  expenses  in  research  and  development  have 
produced  new  products  that  should  in  the  months  ahead 
contribute  to  new  growth  and  profit." 

Input  Business  Machines  Inc.,  is  one  of  the  nation's 
foremost  suppliers  of  optical  character  recognition  sys- 
tems, which  translate  printed  date  into  computer  lan- 
guage. Input's  products  are  integrated  into  data  pro- 
cessing systems  used  by  financial  institutions,  insur- 
ance companies,  credit  card  processors  and  other 
related  businesses. 

For  more  information  or  a  copy  of  the  second  quarter 
interim  report,  contact:  Gary  J.  Murphy,  President  &  Chief 
Executive  Officer,  Input  Business  Machines  Inc.,  257  E.  6th 
St.,  Frederick,  MD  21701  Phone.  (301)  694-0600. 


MARCH  RESOURCES  LTD.  V 
PRYME  ENERGY  RESOURCES  LTD.  V 
INTERNATIONAL  DAMASCUS  RESOURCES  LTD.  V 

Exploration  agreement  with  Noranda 

VANCOUVER,  BC,  CANADA,  September  13,  1982— Three 
Vancouver-based  companies  with  interests  in  451  claims  in 
the  Hemlo  Gold  Camp  of  Northwestern  Ontario  today  an- 
nounced agreement  in  principle  has  been  reached  with 
Noranda  Mines  Limited  of  Toronto  covering  exploration  of 
the  property. 

Subject  to  formal  execution,  the  agreement  requires 
Noranda  to  spend  a  minimum  of  $500,000  to  earn  a  60% 
interest  in  two  blocks  of  234  and  217  contiguous  claims. 
The  three  Vancouver  companies  can  participate  in  further 
exploration  as  to  40%  of  the  cost  or  elect  to  have  Noranda 
meet  all  costs  and  revert  to  a  20%  carried  interest  in  the 
properties. 

An  immediate  start  is  planned  on  an  intensive  surface 
exploration  program  covering  234  'north'  block  claims 
shared  50%  each  by  Pryme  Energy  Resources  Ltd.  (V-PYE) 
and  March  Resources  Ltd.  (V-MHL)  and  a  217  claim  'south' 
block  owned  75%  by  Pryme  Energy  Resources  Ltd.  and  25% 
by  International  Damascus  Resources  Ltd.  (V-IDR). 

Pryme  President  Anthony  L.  Agostino  said  the  company  is 
highly  encouraged  with  the  potential  participation  by  a 
major  mining  company  that  has  been  active  in  the  area  for 
more  than  25  years. 

He  noted  that  Noranda's  Geco  Mining  Division  has  a 
5,000  ton  per  day  mill  just  35  miles  away  from  the  Hemlo 
area. 

The  prospective  agreement,  contact  for  which  originated 
from  Noranda,  provides  that  company  with  its  first  major 
participation  in  the  Hemlo  Camp. 

Several  significant  deposits  of  gold  bearing  mineraliza- 
tion have  now  been  discovered  in  the  area  and  more  than  20 
companies  are  involved  in  exploration  programs. 

The  two  claims  groups  covered  under  the  Noranda 
agreement  extend  along  the  geological  contact  zone  to  the 
north-northeast  and  the  south-southwest  of  the  original 
discovery. 

For  further  information,  contact  March  Resources  Ltd.  for 
Anthony  L.  Agostino  at  (Suite  202)  595  Howe  St.,  Vancouver, 
B.C.,  Canada  V6C  2T5  (604)  687-8867. 


Corporate  Report  Updates  appears 
once  a  month  in  1982.  For  added 
editorial  impact  and  relevance,  it  is 
positioned  in  Forbes'  popular  section, 
"Money  and  Investments." 

For  further  information  on  Corporate 
Report  Updates  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 
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60  Fifth  Avenue 
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Phone:  (212)  620-2371 
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REAL  ESTATE 


REAL  ESTATE 


We'll  Help  Put  Your  Brand 


on  a  Ranch  or  Farm  Anywhere  in  the  West 

NEUBAUER  HORSE  RANCH:  275  Acre  Horse  Ranch  near  Denver,  Colorado, 

good  improvements. 
FRASER  FARM:  399  Acre  farm  in  the  path  of  development,  north  of  Denver. 
STELBAR  RANCHES:  15,500  acre  ranch  south  of  Walden,  Colo. ,  runs  1800  cows 

lots  of  water. 

HORN  RANCH:  1118  acre  ranch  on  North  Platte  River  near  Walden,  Colorado. 
STAR  RANCH:  23,480  acre  Nebraska  Sandhills  Ranch,  will  run  2000  cows, 
one  of  the  best. 

FUNK  FARM:  320  acre  farm  near  Platteville,  Colo. ,  good  horse  or  cattle  operation 
YAMPA  VALLEY:  3440  ac  of  beautiful  tree  covered  mountain  land  near  Vail,  Co. 
ELBERT  CO.  RANCH:  4700  ac  of  open  &  tree  covered  grassland,  S.E.  of  Denver 
LEDDEN  RANCH:  1920  acres  combination  ranch  &  farm  in  Nebraska, 
good  improvements. 

For  Information  on  these  and  other  Farms  &  Ranches  of  all  sizes  write  or  call: 

ORR  LAND  COMPANY 

420  E.  58th  Avenue,  Suite  155,  Denver,  Colorado  80216    (303)  825-1765 


CAPE  COD,  Massachusetts 

Exquisite  3  +  bedroom  home  on  3  .2 
ac.  with  400'  frontage  on  Pleasant  Bay. 
Privacy,  beautiful  views,  dock,  hand- 
somely decorated,  flawless  condition. 
Brochure  available.  Exclusive. 

Cotton 

john  cotton,  jr.  real  estate 
15  West  Bay  Rd. ,  OstervUle,  MA  02655 
(617)428-9115 


ISLANDS — Uninhabited  private  islands  on 
or  near  intracoastal  waterway — Georgia  & 
S.  Carolina  coast  $175,000— $600,000. 
TIMBERLANDS— GA.  Ideal  water, 
temp.  &  soil  conditions  provide  great  timber 
tracts.  Excellent  tax  shelter.  $925  per  ac. 
FARMLANDS  &  ORCHARDS— All 
sizes  and  prices  Farm  630  ac — $585,000. 
335  ac.  —$315,000. 

WE  WILL  TAILOR  A  PROPERTY  TO 
MEET  YOUR  INVESTMENT  NEEDS. 
MYRIAD  PROPERTIES  Inc 
404-321-1955 
2712  Clairmont  Rd.  N.E. 
Atlanta,  GA  30329 


REAL  ESTATE/FOREIGN 


RESORT-MARINA 
COMPLEX 

One  of  the  largest  &  most  beautiful 
in  Florida  Keys.  GOLF  COURSE, 
restaurants,  fresh  &  salt-water  pools 
w/bar.  Shops,  159-unit  motel,  26 
acres.  $10,555,555. 
NEW  .  .  .  FREE  .  .  .  FALL  CAT- 
ALOG! Top  real  estate  values  coast 
to  coast!  Please  specify  type  prop- 
erty and  location  desired. 

UNITED  FARM  AGENCY, 

612-YW.  47th  St., 
K.C.,  MO.  64112. 
Ph.  Toll-Free:  1-800-821-2599. 


To  Buy  Property  in  England 

Contact:  Melinda  Stebbins 

England's  Specialist  in  Property  Search 
City  and  Country 

31  Sloane  Court  West, 
London,  SW3  4TE 
Tel:  01-730-0119 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


FREE  INFORMATION  ON  NEW 
APPROACH  TO  LEARNING  HOW  TO 
TRADE  COMMODITY  FUTURES. 

Discover  winning  strategies  and  learn 
the  basics  of  how  to  trade  in  the  lucra- 
tive commodity  futures  markets.  Send 
now  for  free  information  about  LIMIT 
UP — a  "course"  set  up  in  game  form. 
Write:  LIMIT  UP,  Dept.  F,  P.O.B. 
1200  NY  NY  10028 


SHARING 


IS  CARING 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept.  2 IB       35  N.  Craig  Ave. 
Pasadena,  CA  91107 


REAL  ESTATE 


.  MONTANA 
FLY  FISHING  RETREATS 

Big  Hole  River — A  unique  home  right 
on  the  water  with  over  4  miles  of  Fish- 
ing rights.  This  is  a  "one  of  a  kind"  sit- 
uation— private,  beautiful,  accessible. 
Blackfoot  River — Over  3  miles  of 
frontage  on  this  spectacular  river — 35 
miles  to  Missoula — over  1,000  acres — 
totally  private — no  improvements. 
Shields  River — Indescribably  beauti- 
ful mountain  ranch  (4,000  acres)  at 
very  head  of  Shields  Valley  as  river 
leaves  National  Forest. 
Contact  exclusive  agents  for  sellers: 

HALL  &  HALL,  INC. 

P.O.  Box  1924 
Billings.  MT  59103 
(406)  252-2155 
1-800-443-2781  Ext.  P40FR 


CAPITAL  TO  INVEST 


FINANCIAL  BROKERS 

INCREASE  YOUR  BROKER  FEES  BY 
OFFEREING  ADDITIONAL  SERVICES 

MONEY 

•  TO  OPEN  ESCROWS 

•  TO  TIE-UP  RE  OR 
TRANSACTIONS 

•  PLACED  IN  BANK 
ACCOUNTS 

GUARANTEES  FROM  PRIME  BANKS 

•  FOR  PRINCIPLE  AND  OR  INTEREST 

•  LETTERS  OF  CREDIT 

•  WE  PROVIDE  ADDITIONAL  COLLATERAL 

•  COMPENSATING  BALANCES  FOR  REAL 
ESTATE  STAND-BYS  &  TAKE  OUTS 

•  VENTURE  CAPITAL  &  REAL  ESTATE 
$150,000  MINIMUM  •  BROKERS  PROTECTED 

First  Guaranty  Ltd. 

567  San  Nicolas.  Newport  Beach  CA  92660 

(714)  640-1633 


FORBES  BINDERS 


slip  Cases 
or  binders 


In  red  and  gold 
leatherette. 

Slipcase:  $5.95; 
three  for  $17 

Binders:  $7.50; 
three  for  $21.75 

Send  check  with  your  name  and 
address  to: 
JESSE  JONES  BOX  CORP. 
Dept.  FB,  P.O  Box  5120 
Philadelphia,  PA  19141 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 

*  Total  paid  circula- 
tion: 700,000 


*  186,000  serve  on 
their  companies' 
board  of  directors 

*  336,000  are  in  top 
management  positions 


*  236,000  serve  on 
boards  of  one  or 
more  companies 

*  Average  household 
income:  $93,000 


*  685,000  own 
securities.  Average 
value:  $473,000 

*  Average  net  worth: 
$724,000 


COMPUTERS 


10% 


industrI 
•15%  DISCOI 
OR  MORE 


ON  AtL  NEW  TRS-80byr 

Brand  New  in  Cartons  Delivered. 
Sales  Tax  Texas  Residents  Add  Onljj 
Tax  Open  Mon  -Sat  9-6  We  pay! 
insurance  No  extra  charge  lor  Ma 
Visa  Call  us  for  a  Reference  Fai 
Bank  Brookshire,  Texas 

ORDER  MODEL  16  TODA' 
Orders:  1-800-231-3680 
22511  Katy  Fwy. 
Katy  (Houston),  Texas  774S 
Questions  &  Inq  ?  1-713-392-0 
E  1980,  Marymac  Industries. 
Ed  or  Joe  McManus 


MISCELLANEOU 
FOR  SALE 


GENUINE  GEMSTONE! 
JEWELRY 

Free  wholesale  catalc 
Satisfaction  guarantee 
Member  Jewelers  Board  oi 
Chamber  of  Commert 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE,  KENTUCK 
TOLL  FREE  SERVICE  1-801 


COMPLETE  LINE 
INVESTMENT  QUA 
BRAZILIAN  GEMS' 

Direct  from  the  Mine: 
UNITED  MINING  CORPC 
u.s.  office: 
235  6th  Street 
Pine  City,  Minn.  550 
612-629-2537  1 
Industria  De  Joias  Padua 
Belo  Horizonte,  Bra 


FORBES 
CLASSIFIE 

FORBES  CLASSIFIED  is 

in  the  first  issue  of  eac 
Advertising  closing  dat 
month  preceding  date  of 


FORBES  CLASSIFIED  li 

accepted  at  the  discreti 
publisher  and  are  sold! 
units  of  one  inch  (14  ag 
for  regular  listings,  and  t 
(28  agate  lines)  for  disp 
tisements.  Additional  s 
specified  minimums  is  s 
appropriate  agate  line  ra1 

FOR  ADDITIONAL  INFORl 
WRITE  OR  CALL! 

LINDA  LORE 
FORBES  CLASS 

60  Fifth  Avenue/New  York, 
(212)  620-24* 


in 


Forbes 


ECUTIVE  GIFTS 


BORATE  TIES 

TO  ORDER 

d  to  any  other  media, 
wrate  image  on  ties  speaks 
eloquently  at  a  surprisingly 
cost.  Silks  or  polyester, 
phone  for  brochure  and 
75  minimum. 

>T  CRAVATS  INC. 


ane. 
,  FL 


900 


6666St-Urbain. 
Montreal,  Canada 
H2S  3H1 
(514)  271-1112 


iSS  CONNECTIONS 


\B  BUSINESSMEN 
HAVE  MONEY 
0  BUY  &  INVEST 

p  Finders  Fees  Paid 
iders  Inquiry  Invited 
ite  Box  A239  Forbes 
60  Fifth  Avenue 
ew  York.  NY  10011 


BUSINESS 
CTS  AND  SERVICES 


ING  ABOUT  A  SMALL 
NESS  COMPUTER? 

ble  time.  Avoid  costly  mis- 
ii  how  to  evaluate  micro-com- 
ms  of  your  own  needs  Make 
computer  purchase  the  right 
ire  yourself  easily,  quickly 
)f  our  special  report.  It  con- 
Icklist  of  features  to  look  for 
l '-step  procedures  for  analyz- 
es. Includes  review  of  best 
ulications  on  personal  com- 
:  usiness  Before  you  look  at  a 
l  end  $4  for  our  latest  report. 
;  rlin  Research  Corp. 
0  Walnut,  Suite  101 
uis  Obispo,  CA  93401 
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PROFESSIONAL 
SERVICES 


MEXICO 

THIS  MONTH 

NEWS  DIGEST  &  COMMENTARY 


Get  the  inside  story 
quickly  and  accurately. 

What's  happening,  why  and 
what  it  means  for  your  future. 


MEXICO 

THIS  MONTH 


For  subscription  information: 

P.O.  Box  1464 
La  Jolla,  CA  92038 

Tel:  (714)  454-4504 


BUSINESS  OPPORTUNITIES 


MAIL  ORDER  OPPORTUNITY 


Start  a  profitable  home  business  in 
America's  fastest  growing  industry 
—  growing  50%  faster  than  general  retail 
Nationally  known  authority  will  teach 
you.  No  previous  experience;  no  product 
investment  required.  Work  full  or  part 
time  Write  for  free  book  about  mail  order 
opportunities,  case  histories,  plus  com- 
plete details  No  obligation. 

Mail  Order  Associates 
Dept  530.  Montvale,  NJ  07645 


CONSULTING  OPPORTUNITIES 

Learn  how  to  become  a  successful 
consultant  in  your  own  field. 
Write  for  a  free  prospectus: 

The  Consultant's  Library, 
815  15th  Street,  N.W.,  Dept  F, 
Washington  D.C.  20005. 


WANTED  TO  BUY 


BRAND  NAME  MFRS  ONLY 


Surplus  &  closeout  in  factory  sealed 
cases.  Large  quantities  only.  We  pay 
cash.  Quote  wholesale  prices. 

Richard  V.  Payne  &  Associates. 
505  N.  Lakeshore  Dr.,  Chicago,  IL  60611 
(312)  828-0969 


TRAVEL 


Cruise  beautiful  French  canals 
on  hotelboat1  Superb  French 
cuisine  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villages  and  chateaus  In- 
dividuals or  charter  group  (max- 
imum-12)  Pans  pickup  HORI- 
ZON 215  N.  75th,  Belleville.  IL 
62223  800-851-3448 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


Ztampicsi  Stall,  £td. 


THE  EXECUTIVE  COLLECTION 
Hampton  Hall  Ltd.,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  He  and  scarf  for  your  company,  or  school.  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection.  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write:  (min  order  150  units) 
HAMPTON  HALL  LTD.,  51  East  42nd  St.,  N.Y.,  N.Y.  10017  (212)  687-6810  Depi.  KB-10 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 

Established  businesses  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed.  All 
price  ranges  available. 
Call  collect. 

Construction  &  Contracting 
Businesses 
Printing  Shops 
Eating  &  Drinking 
Establishments 
Automotive  Related  Businesses 

AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6339.  Dept  F,  Co  Spgs  CO  80934 
(303)  630-8188,  Ext  14 
No  fee  to  buyer  involved 


HEWLETT-PACKARD  •  APPLE 
ATARI  -  TEXAS  INSTRUMENTS 
COMMODORE  calculators  and 
computers— Apple  48K  +  $1069— 
DD  w/controller  $499— Disc  2  $449 
•Commodore  Vic  20  $197— Super 
64K  computer  $595— "Atari  400- 
16K  $199-  -Tl  99/4A  $199— *TI  59 
$104-PC  100C 149-  'Mattel  Intel- 
livision  $1 79— Atari  800-48K  $779 
800-16K  $699-HP  41CV 
$238-HP41C  $189.  HP 
computers— call  for  thousands  of 
items  for  sale  at  great  prices. 
"Special  promotions  — may  in- 
clude mfg.  rebate  plans— call  or 
write  for  info. 

OSC,  PO  Box  74545,  LA  Cal 
90004-800-421-8045  or  213-739- 
1130  in  California  800-252-2153 


OWN  YOUR  OWN 
MONEY  BUSINESS 

"BECOME  A  FINANCIAL  BROKER" 

Utilize  over  24,000  sources  of  capital. 
Clients  will  come  to  your  office  for 
Business  &  Venture  Capital  assistance. 

•  Average  request  $1.2  Million 

•  Average  finders  fee  5% 

$18,000  CASH  REQUIRED 
Creative  Capital  Corp. 
Mr.  Metz:  (213)  856-0100 


THE  ROYAL  SOCIETY  OF  MARINE 
ARTISTS  FIRST  EXHIBIT  IN  AMERICA, 

including  paintings  by  Stobart.  Gardner, 
Cross,  September  12-October  24. 
Illustrated  catalog.  $7.00: 
Dept.  M, 
Mystic  Seaport  Museum  Stores 
Mystic,  CT  06355 


MERCHANDISE  FOR  SALE 


r  HOME  IMPORT  

MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  spare/full 
time  project  Deal  direct  with  over- 
seas suppliers.  Newest  products  at 
fraction  U.S.  cost.  Up  to  500% 
profit.  No  product  investment. 
Famous  world  trader  starts  you. 
Write:  Mellinger,  Dept.  R159A 
Woodland  Hills,  CA  91367 


PREMIUM  SHOES 

LOW  PRICES! 


***** 


>es:  CapitalistToor 


one  out  of  every  7  FORBES 
subscribers  is  a  millionaire 


Now,  you  can  order  the 
finest  premium  leather 
men's  shoes  at  low, 
factory-direct  prices 
from  Hanover,  a  lead- 
ing name  in  shoes 
since  1899. 
Known  for  quality, 
jTf'  Hanover's  expanded 
ine  includes  hun- 
dreds of  styles  this  year, 
both  dress  and  casual,  as  well 
as  shirts,  ties,  accessories,  and 
women's  shoes  FREE  Catalog 
Send  for  free  32-page  color  catalog  & 
money-saving  Introductory  Offer. 

MAIL  TO:  The  Hanover  Shoe,  Inc. 
Box  340,  Dept  9235,  Hanover,  PA  17331 


4 


Forbes /Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


AAI  ■  139 

Affiliated  Hospital  Prods   140 

Alcoa  190 

American  Broadcasting   40 

American  Express   40 

American  Heritage  Life   233 

American  Motors   156 

American  Natural  Resources   166 

AT&T   218 

American  Tobacco   44 

Apple  Computer  214 

Arco   226 

Atari  214 

Bamberger's   44 

Bank  Ambrosiano  258 

Bank  of  New  York   16,  190,  202 

Barclays  (U.K.)   124 

Bata  Shoe   78 

Billings  235 

Boardroom  Consultants   220 

Boeing   40 

Bowen-McLaughlin-York   139 

Braniff  lntl   258 

Brentano's   250 

BATInds|U.K.|   43 

Bunker  Ramo  Information  Systems  212 

Burger  King   172 

CARBO   177 

CBS   28 

Cablevision  40 

Campbell-Mithun   25 

Campbell  Soup   114 

Champion  lntl   10 

Chart  House   46 

Chi-Chi's   172 

Chrysler   33 

Citicorp  16,  124,  202 

Classic   177 

Congoleum   251 

Continental  Illinois   16 

Control  Data   192 

Crocker  Natl  Bank   12 

Damson  Oil   236 

Data  General   1 18 

Denny's  45 

Detroit  Stoker   140 

Digital  Equipment   122 

Dome  Petroleum   258 

Donnkenny  250 

Dow  Jones  &  Co   214 

Drexel  Burnham  Lambert  98 

Dyco  148 

Eastdil   96 

E-Systems   139,  144 

Evans  Prods   106 

Exxon    12,  196,  218,  226 

Firestone  Tire  &  Rubber  227 

First  Boston   251 

Fleetwood  Enterprises  130 

Fonar   235 

General  Dynamics   .-  40,  140,  156 

GE   33,  108,  124,  200,  206,  238 

GM  228 

Genesco   78 

Robert  L.  Gette  222 

Getty  Oil   40,  226 

Gimbel  Bros  40,  44 

Gould   250 

W.R.  Grace   102 

W  W.  Grainger  51 

Grumman   40 


Grupo  Industrial  Alfa  iMexicol    152,  258 

Gulf  Oil   226 

Gulf  &.  Western  40 

Haley  Assocs   222 

Hambrccht  &  Quist   206 

Hardee's   46 

Harsco  139 

Hearst   40 

Hcidrick  &  Struggles   222 

H.J.  Heinz   112 

Hewlett-Packard   12,  123 

Hill  Samuel  (U.K.)  124 

Houston  Natural  Gas  25 

Imperial  Group  (U.K.)   44 

Inco   190 

Interco  78 

IBM    122,  144,  196,  218,  228,  238 

International  Harvester   258 

International  Paper   10,  190 

Investment  Search   147 

Jerrico  46 

Juki  Office  Machine  228 

Kellogg   114 

Kohler   25 

Korn/Ferry   222 

Lawson  Prods   51 

Lionel  98 

Lockheed   40,  129 

Loews  43 

Logicon   144 

Lombard- Wall  258 

Loral   139,  144 

MCA   40 

McDonald's   45,  172 

McDonnell  Douglas  40.  61,129 

McDonough  78 

McRae  Inds  73 

R.H.  Macy  45 

Manning  is.  Napier  16 

Manufacturers  Hanover  202 

Manville   98 

Marbel  Assocs  Ltd  10 

Marriott   45 

Marshall  Field   43 

Medical  21   25 

Metropolitan  Life   124 

Mine  Safety  Appliances   207 

Monarch  Life  Insurance   214 

Monsanto  196 

Mutual  Benefit   218 

National  Mine  Service  207 

National  Westminster  |U.K.|  124 

New  Hampshire  Ball  Bearings   60 

Nordeman  Grimm   222 

Norris  Inds  250 

Northrop   144 

Northwest  Bancorporation   16 

Norton  Simon   114 

Ocenco  207 

Octameron  Press   222 

Olivetti   206 

Outlet   98 

Pan  Am  124,  227 

Pantry  Pride  96 

Paraho   235 

Paramount  Pictures   40 

Parker  Hannifin  39 

Payless  Cashways   102 

Paystaff   73 

PepsiCo  172 

Perillo  Tours  227 


Philip  Morris   

Phillips  Petroleum   

Pillsbury   4 

Pioneer  

Pittston   

Pizza  Hut   

Pizza  Time  Theatre  

Polygon  DTN   

Polygon  Network   

Ponderosa   

Potlatch   

Pratt  is.  Whitney  

Primark  

Provident  Life  I 

Prudential  Insurance  12 

Ouotron  Systems   

Ralston  Purina  4 

Raytheon   

Paul  Revere   

R.J.  Reynolds   

Rockwell  lntl  

Rolls-Royce  (U.K.)   < 

Ronald  Press    " 

San  Diego  Gas  is.  Electric   

Sambo's  

Scandia  Down   

Charles  Schwab  &  Co  

Shell  Oil  

Shoney's  

Siemens  A  G  |W  Germany)   

Societe  des  Bains  de  Mer  et  du  Cercle 

des  Etrangers  IMonaco)   

Sony  Corp  of  America   

Stone-East  Assocs   

Storage  Technology  

Stratus  Computer  

Spencer  Stuart  &  Assocs   

Synapse   ._ 

Sysco   *  m' 

TRW  

Taco  Bell   

Tandem  

Teachers  Insurance   

Teledyne   

Telemet  America   

Telerate  Systems    , 

Textron   

Time  Inc   .-.  

Tishman  Realty  is.  Construction   

Tokyo  Juki  ilapan)  , 

Tosco   J 

Tucson  Electric  Power  , 

20th  Century-Fox  ..J 

Union  Mutual  

United  Industrial  

Universal  Studios   .| 

Utah  lntl   '  ] 

Vallen  J 

Wang  Laboratories   j 

Warner  Comm  

Wellco  Enterprises   J 

Wendy's   „J 

Westinghouse  Electric   33, 

Westvaco   J 

Weyerhaeuser   J 

Wheelabrator-Frye  J 

Wickes  Cos   J 

Wilshire  Oil   -u, 

Winnebago   ' 

Woods  Petroleum   

Xerox  


Do  you  know  anybody 
who  is  somebody  in  business 
who  does  not  read 
Forbes  Magazine? 

Forbes: 
Capitalist  Tool 
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Flashbacks 


he  more  things  change  " 

is  from  past  issues  of  Forbes 

y  years  ago  in  Forbes 

be  issue  of  October  14,  1922) 

ank  book  is  my  favorite  reading, 
ss.  I  do  my  work  for  the  love  of  it 
;e  my  heart  is  in  it.  But  a  bank 
an  be  thrilling — the  best  literary 
r  in  the  world.  Next  to  the  Bible, 
nk  book  is  the  world's  greatest 
rhe  edition  is  too  limited.  Every 
lould  have  his  copy.  .  .  .  On  ev- 
ge  there  should  be  something 
than  on  the  page  before.  And 
3ank  book  should  have  a  happy 
;:  'Continued  in  our  next.'  The 
ook  should  be  the  foundation  of 
mily  library.  People  open  the 

book  too  often  and  the  bank 
not  often  enough.  The  check 
i  too  full  of  reading  matter!" 

— Entertainer  Sir  Harry  Lauder 


Dodrich QlLVERTOWN  | 
KJ  Cord  Tire 


Goodrich  tire  ad 


nonstration  of  the  power  of  the 
I'  union  in  Williamson  County, 
i  d  the  sympathy  with  men  ac- 
\  )f  murder  in  the  Herrin  massacre 
i  a  responsible  community,  was 
at  the  Court  House  at  Marion, 
i  en  35  defendants  were  arraigned 
:ir  bonds  guaranteed  by  the  offer 
:ties  worth  in  the  aggregate  $10 
n.  Eighty-six  men,  including 
f  Herrin's  business  community, 
'd  forward  to  offer  bail." 
now  forgotten  "Herrin  massa- 
i  "Bloody  Williamson  County" 
le  21-22,  1922  was  an  incredible 
During  a  United  Mine  Workers' 
one  mine  in  this  long-organized 


southern  Illinois  area  (known  locally 
as  "Little  Egypt")  decided  to  remain 
open  by  hiring  guards  and  strike- 
breakers and  becoming  an  armed 
camp.  When  a  striker  some  distance 
from  the  mine  was  killed  by  a  bullet,  a 
thousand  or  so  armed  strikers,  farmers 
and  other  sympathizers — all  bred  to  a 
local  tradition  of  violence — gathered 
and  poured  fire  into  the  mine  until  it 
surrendered.  Then  several  dozen  de- 
fenders were  killed  in  cold  blood,  often 
brutally,  including  the  mine  superin- 
tendent and  the  operators  of  the 
mine's  machine  guns.  The  National 
Guard  did  not  intervene  partly  be- 
cause the  local  officials  sympathized 
with  the  strikers  and  did  not  request  it, 
and  partly  because  the  governor  was 
on  trial  for  a  $  1 .5  million  theft.  No  one 
was  ever  convicted  for  the  killings. 

Fifty  years  ago 

(October  15.  1932) 

"Now  that  he  is  out,  everybody  is 
taking  a  crack  at  Samuel  Insull.  It  is 
natural,  it  is  inevitable  that  the  thou- 
sands who  invested  in  Insull  securities 
which  have  lost  value  should  feel  bit- 
ter. Unquestionably  he  resorted,  when 
pressure  became  severe,  to  financial 
expediencies,  especially  in  mter-com- 
pany  deals,  which  he  would  not  have 
countenanced  under  normal  condi- 
tions. Later  facts  may  prove  me  wrong, 
but  I  cannot  believe  Sam  Insull  was  a 
crook.  Admittedly  he  was  boorish, 
high-handed,  autocratic,  sometimes 
ruthless,  often  insulting.  Admittedly 
certain  of  his  political  activities 
seemed  questionable.  .  .  .  The  indis- 
putable fact  remains,  notwithstanding 
whatever  may  be  disclosed,  that  Sam 
Insull  was  essentially  an  upbuilder." 

"Things  have  not  been  going  well 

with  Ford  Motor  Co.  Time  was  when 
Ford  supplied  one  of  every  two  cars 
sold  in  the  U.S.  That  day  has  passed. 
Whereas  Ford's  sales  in  1929  exceeded 
1,310,000,  registrations  for  the  first 
seven  months  of  this  year  were  only 
154,260.  Ford  has  been  outsold  by 
Chevrolet  in  four  of  the  last  six  years. 
In  three  of  the  six  Ford  has  lost  mon- 
ey. The  return  on  his  invested  capital 
for  the  last  half-dozen  years,  notwith- 
standing that  this  period  included  the 
greatest  boom  in  American  history, 
has  been  abnormally  small." 

"Passenger  cars  made  to  sell  for  $400 
and  less  will  be  among  the  offerings  of 
1933.  This  seems  well  assured.  There 
will  be  at  least  two  lines  offered  at  this 


low  price  and  several  more  will  hover 
around  the  $450  mark.  None  of  the 
products  to  feature  will  be  small  in  the 
orthodox  sense,  for  their  wheelbases 
as  now  projected  will  correspond 
closely  to  that  of  the  Model  A  Ford." 

Twenty-five  years  ago 

(October  15,  1957) 

"American  Exchange  traders  looked  at 
their  tape  one  day  last  month  and 
blinked:  A  wide  gap  had  suddenly 
opened  up  on  the  usually  sleepy  stock 
labelled  GAP.  The  Great  Atlantic  & 
Pacific  Tea  Co.,  in  which  only  1,400 
shares  had  been  traded  during  all  of 
August,  had  spurted  from  1 75  to  1 90  on 


A&P  Chairman  George  L.  Hartford 

volume  of  1,650  shares  in  a  single  day. 

"What  had  A&P  plungers  all  shook 
up  was  not  news  of  any  great  boon  to 
the  giant  (4, 100  stores)  grocery  chain's 
already  booming  business  (a  net  profit 
last  year  of  $42  million  on  sales  of 
$4.5  billion),  but  speculation  over 
what  would  happen  to  the  family 
block  of  1 . 1  million  voting  shares  now 
that  Chairman  George  Ludlum  Hart- 
ford had  gone  to  his  reward." 

But  A&P,  then  the  U.S.  grocery  co- 
lossus, never  overcame  its  inbreeding. 
Last  year  it  lost  money  on  sales  of 
only  $7  billion,  though  consumer 
prices  had  more  than  trebled  since 
1957.  Now  it  ekes  out  a  so-so  exis- 
tence under  the  control  of  Germany's 
Tengelmann  retail  group. 

"A  Wall  Street  bank  specialist  at  mid- 
month  took  one  look  at  the  nine- 
month  earnings  reports  of  Manhat- 
tan's major  commercial  banks  and 
said:  'They  never  had  it  so  good.  Not 
even  in  1929  when  call  money 
brought  12%.  Today  it's  a  safer  and 
cleaner  business.  They  don't  have  to 
play  around  with  risky  loans.  .  .  .'  " 
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The  ideal  man  bears  the 
accidents  of  life  with 
dignity  and  grace,  making 
the  best  of  circumstances. 
Aristotle 


A  determined  soul  will  do 
more  with  a  rusty  monkey 
wrench  than  a  loafer  will 
accomplish  with  all  the 
tools  in  a  machine  shop. 
Rupert  Hughes 


There  are  no  circumstances, 
however  unfortunate,  that 
clever  people  do  not  extract 
some  advantage  from. 
La  Rochefoucauld 


Men  of  mettle  turn 
disappointments  into 
helps,  as  the  oyster 
turns  into  pearls  the 
sand  which  annoys  it. 
Orison  Swett  Marden 


Results  are  gained  by 
exploiting  opportunities, 
not  by  solving  problems. 
Peter  Drucker 


Failure  is  instructive.  The 
person  who  really  thinks  learns 
quite  as  much  from  his  failures 
as  from  his  successes. 
John  Dewey 


The  human  condition  is  such 
that  pain  and  effort  are  not 
just  symptoms  which  can  be 
removed  without  changing  life 
itself;  they  are  rather  the 
modes  in  which  life  itself, 
together  with  the  necessity 
to  which  it  is  bound,  makes 
itself  felt.  For  mortals, 
the  "easy  life  of  the  gods" 
would  be  a  lifeless  life. 
Hannah  Arendt 


It  is  well  to  treasure 
the  memories  of  past 
misfortunes;  they  constitute 
our  bank  of  fortitude. 
Eric  Hoffer 


Thoughts 

on  the  Business  of  Life 


Difficulties,  like  work,  are 
blessings  in  disguise  Life 
would  become  monotonous, 
colorless,  deadening  without 
them.  Difficulties  should 
act  as  a  tonic,  spur  us  to 
greater  exertion,  strengthen 
our  will  power  Study  this 
subject  through  to  the 
bottom  and  you  will  arrive 
at  this  conclusion:  Thank 
God  foi  ■  difficulties' 
B.C.  Forbes 


You  may  not  realize  it  when  it 
happens,  but  a  kick  in  the 
teeth  may  be  the  best  thing 
in  the  world  for  you. 
Walt  Disney 


Problems  are  opportunities 
and  there  are  a  lot  of 
them  around. 
Arnold  Glasow 


Opportunity  wears  many 
disguises,  including  trouble. 
Frank  Tyger 


There  is  always  an  easy 
solution  to  every  human 
problem — neat,  plausible, 
and  wrong. 
H.L.  Mencken 


Things  refuse  to  be 
mismanaged  long. 
Ralph  Waldo  Emerson 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Within  us  all  there  are  wells 
of  thought  and  dynamos  of 
energy  which  are  not  suspected 
until  emergencies  arise. 
Thomas  I.  Watson 


Mistake,  error,  is  the 
discipline  through  which 
we  advance. 

William  Ellery  Channing 


Victories  that  are  easy  are 
cheap.  Those  only  are  worth 
having  which  come  as  the 
result  of  hard  fighting. 
Henry  Ward  Beecher 


A  wise  man  will  make 
tools  of  what  comes  to  hand. 
Thomas  Fuller 


Misfortunes  are  like  knives, 
that  either  serve  us  or  cut  us, 
as  we  grasp  them,  by  the  blade 
or  by  the  handle. 
James  Russell  Lowell 


A  Text . . . 

Rejoicing  in  hope; 
patient  in  tribulation; 
continuing  instant 
in  prayer. 
Romans  12:12 


Sent  in  by  Kenneth  I.  Boone,  Bristol,  C 
What's  your  favorite  text-  The  Forbes  Si 
book  of  Thoughts  on  the  Business  of  Lj 
presented  to  senders  of  texts  used. 


What  is  defeat?  Nothing  but 
education;  nothing  but  the 
first  step  to  something  better. 
Wendell  Phillips 


Blessed  is  the  person  who 
sees  the  need,  recognizes 
the  responsibility,  and 
actively  becomes  the  answer. 
William  Arthur  Ward 
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DEARBORN 

Hyatt  Regency  is  convenient 
to  Detroit  Airport, 
Ford  World  Headquarters. 


HOUSTON 


he  very  heart  of  exciting  Houston 
;alk  to  business  through  climate 
controlled  tunnel  system, 


IOENIX 

ay  aHtyatt  across 
i  Phoenix  Civic  Plaza 
Convention  Center. 


Fresh  foods. .  .a  special 
Touch  of  Hyatt.  Hyatt  chefs  carefully 
select  only  the  freshest  seasonal 
vegetables  and  fruits  when  prepar- 
ing their  world-renowned  cuisine. 

There  are  many  things  that 
reflect  the  Hyatt  touch.  You  get  a 
special  feeling  from  each  one.  They 
are  examples  of  style  that  other  hotels 
cannot  match.  Hyatt  standards 
ensure  that  you  truly  get  your  money's 
worth. 

Weekend  rates  are  another 
touch  of  Hyatt.  For  reservations  at 
109  Hyatt  Hotels  worldwide,  call 
your  travel  planner.  Or  phone 
800  228  9000. 


SAN  FRANCISCO 

Hyatt  Regency  soars 
above  the  Embarcadero  Center 
business  complex. 


HYATT0HOTELS 


OURVOISI 

COGNAC  • 


TtH*!W»  1  COMPANY,  MIAMI.  Flo  Sol. 


COURVOISIER.  THE  COGNAC  OF  NAPOLEO 


Xerox  5400 
$16,095 


OCT -13  J962 


IBM  Series  III 
Model  10 

$22,635 


Xerox  and  IBM  give  you  copies 
as  good  as  the  Minolta  EP 300. 

They  just  cost  more. 


When  we  say  Xerox*  and  IBM*  give  you  copies  as  good 
5  the  Minolta  EP  300  we're  being  modest 

Because  74%  of  consumers  interviewed  by  Nationwide 
onsumer  Testing  Institute  said  the  copies  produced  by 
le  EP  300  were  clearly  superior 

So,  while  the  Xerox  and  IBM  certainly  do  bigger 
)bs,  they  don't  do  better  jobs  than  the  Minolta  EP  300 
hen  it  comes  to  copy  quality. 

The  EP  300  has  Minolta's  exclusive  micro-toning  system, 
o  its  copies  are  extraordinarily  crisp  and  clear.  With  blacker 
lacks  From  top  to  bottom  and 
dge  to  edge.  On  virtually  any  paper 

p  to  io  x  i4  Minolta  EP300 

There's  also  an  electronic  IO1* 
oubleshooter  to  spot  and  prevent  ^~t*'~  |"~ 

roblems.  And  a  universal  tray  so  you 
an  change  paper  sizes  without  changing  trays  It's  all  in  a 
opier  hardly  larger  than  an  office  typewriter 

If  you'd  like  the  test  results,  send  us  the  coupon 

If  you'd  like  the  name  of  your  nearest 
uthorized  Minolta  dealer,  look  under 
ur  trademark  in  the  Yellow  Pages  Or 
all  toll-free  800-526-5256  In  N  I  . 
01-797-7808 

The  Minolta  EP  300.  The  small  copier 

lat  proves  size  isn't  everything.  IV  /I  I IV  TA 

he  Minolta  EP  300.  MINvJLI A 

t  up  to  10  times  the  price, 
e'd  still  look  good. 

1982  Minolta  Corporation  Product  appearance  and/or  specifications  subject  to  change  without  notice 
eroxB  and  IBM*  are  registered  trademarks  ot  Xerox  Corporation  and  International 
ismess  Machines  Corporation,  respectively  Prices  are  those  in  effect  as  of  7/1/82 
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□  Please  send  me  the  copy  test  results 

□  I'd  like  more  information.  Please  have  my 
local  dealer  contact  me 


Name- 
Title— 


Company, 

Address  

City  

Zip  


.State. 


.Telephone- 


Mail  to  Minolta  Corporation.  Business  Equipment  Division. 
101  Williams  Drive.  Ramsey  Nl  07446 


BAT  INDUSTRIES 

Interim  Report:  Six  Months  to  30  June  1982 


Group  Results 

Half  years  to 

%  change 

(unaudited) 

30.6.82 

30.6.81 

over 

31.12.81 

£  mi 

llions 

June  1981 

Turnover 

4768 

4226 

+  13 

5039 

Trading;  profit 

~323 

265 

+  22 

369 

Interest  paid  less  received 

31 

28 

+  11 

9 

"292 

237 

+  23 

360 

Share  of  associated  com- 

panies'profit  before  tax 

34 

32 

+  6 

55 

Profit  before  taxation 

~326 

269 

+  21 

415 

Taxation 

134 

124 

+  8 

157 

Profit  after  taxation 

~192 

145 

+  32 

258 

Minority  interest 

22 

16 

+  37 

24 

Net  profit  attributable  to 

B.A.T  Industries 

170 

129 

+  32 

234 

Dividends 

The  Directors  declared,  for  payment  on  16  November  1982, 
an  interim  dividend  out  of  the  profit  for  the  twelve  months 
to  31  December  1982  at  the  rate  of  12. 5p  per  share  on  the 
Ordinary  Shares. 

Transfers  received  in  order  by  the  Registrar  of  the  Company 
up  to  18  October  1982  will  be  in  time  to  be  passed  for  payment 
of  the  interim  dividend. 

As  explained  in  the  interim  report  issued  in  September 
1981,  the  dividend  pattern  has  been  simplified  to  one  of  a  single 
interim  and  a  final  dividend  with  the  declarations  linked  to 
announcements  of  Group  results.  The  following  is  a  summary  of 
the  interim  dividends  declared  for  the  half  years  to  30  June  1982 
and  1981. 

1982  1981 

Interim  paid  1.7.81  6.5p 
Interim  paid  4.1.82  8. Op 

Interim  payable  16.11.82        12. 5p 

12.5p       14. 5p 

The  final  dividend  will  continue  to  be  paid  at  the  beginning 
of  July. 

Exchange  Rate  Effects 

The  results  of  overseas  subsidiaries  have  been  translated  into  sterling 
for  the  purpose  of  this  report  at  rates  of  exchange  ruling  on  6  September 
1982  ( the  latest  convenient  date ),  when  sterling  was  at  US  $1,721  and 
Dm4. 275.  Comparative  figures  have  been  translated  at  rates  ruling  on 
31  December  1981,  and  had  the  same  exchange  rates  ruled  on  6  September 
1982  as  at  31  December  1981,  it  is  estimated  that  the  figures  would  have 
been  translated  to  the  following:  Turnover,  £4558  million;  Trading  profit, 
£304  million;  Net  profit  attributable  to  B.A.T  Industries, £159  million. 

Industrial  Analysis 

Half  years  to  %  change 

30.6.82    30.6.81  over  31.12.81 

Turnover                      £  millions  June  1981 

Tobacco                       2696       2416  +12  2906 

Retailing                     1117         958  +17  1222 

Paper                             475          416  +14  415 

Packaging  &  printing     255         233  +  9  259 

Other  trading  activities  225         203  +11  237 


4768 


Trading  profit 

Tobacco 

Retailing 

Paper 

Packaging  &  printing 
Other  trading  activities 


266 
6 
39 
7 

5 

323 


203 
4226 

205 
15 
26 
8 
11 

265 


+  13 


+  30 
-60 
+  50 
-12 

-55 

+  22 


5039 


264 
57 
21 
12 
15 

"369 


Sir  Peter  Macadam,  Chairman, 
comments: 

"Our  businesses  in  general  have  per- 
formed well  in  difficult  circumstances, 
although  improvement  was  not  at  the 
same  excellent  rate  as  in  1981." 

'The  results  for  the  first  half  of  this 
year  reflect  our  ability  to  continue  to 
grow  despite  worldwide  recession,  with 
turnover  up  by  13  per  cent  in  sterling 
terms,  pretax  profit  up  21  per  cent  and 
attributable  profit  by  32  per  cent,  when 
compared  with  the  same  period  last  year." 

'There  was  some  decline  in  total 
Group  cigarette  volume,  but  improve- 
ments in  margins  in  some  major  markets 
contributed  to  a  satisfactory  increase  in 
tobacco  profits." 

'The  US  retail  industry  entered  a 
phase  of  harsh  competition  with  much 
higher  promotional  activity ...  the  hard 
going  has  temporarily  arrested  BATUS 
Retail's  high  rate  of  profit  growth . . . 
Retailing  in  the  UK  has  continued  to  be 
difficult  but  International  Stores  made  a 
modest  profit  in  the  first  half  of  the  year.' 

"Appleton  Papers  in  the  USA  per- 
formed well . . .  Wiggins  Teape  improved 
its  results  in  the  UK.  There  were  good 
results  from  the  carbonless  copying 
paper  business  in  Europe." 

'This  is  not  any  easy  time  to  predict 
the  outcome  for  the  year  with  any 
precision.  The  second  half  of  the  year 
will  not  show  the  growth  in  profit 
reported  in  the  first  half  but,  subject  to 
any  adverse  changes  in  exchange  rates, 
I  expect  the  year  as  a  whole  to  demon- 
strate a  real  advance  on  last  year." 


B  A  T  Industries  p. I.e.  •  Windsor  House 
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SIGN  A  RYDER 
TRUCK  LEASE  NOW 
8EFORE  TAX  LAWS  CHANGE 
JANUARY 1,1983. 


CONGRESS  HAS  AMENDED 
THE  1981  TAX  LAWS. 
ACT  NOW  TO  GET  FULL 
TAX  ADVANTAGES. 

The  tax  laws  of  1981  affected 
vestment  tax  credits,  depreciation 
id  residuals.  But  you  can  still  take 
[vantage  of  the  1981  law's  benefits 
f  signing  a  Ryder  lease  now  and 
ltting  new  Ryder  trucks 
service  before 
n.  1, 1983. 

i 


And  if  you  act  now  you  get  trucks 
at  1982  prices. 

A  RYDER  FULL 
SERVICE  LEASE  OFFERS 
OTHER  ADVANTAGES. 

The  efficiency  of  Ryder- leased 
trucks  reduces  the  cost  of  truck 
operations,  frees  up  capital  and 
management  time.  The  cost  of  the 
lease  is  a  tax  deduction  and 
since  its  an  operating 
lease,  it  improves 
your  financial 
ratios. 


RYDER  DOESN'T 
JUST  KNOW  TRUCKS. 
WE  KNOW  TAXES. 

Get  together  with  a  Ryder 
transportation  expert.  He'll  work 
with  you  and  determine  if  truck 
leasing  makes  sense  for  you.  If  it 
does,  Ryder  tax  experts  will  work 
with  your  financial  people  and 
come  up  with  the  most  attractive 
tax  structure. 

GREATER  EFFICIENCY, 

COST  SAVINGS 
AND  TAX  ADVANTAGES. 

A  Ryder  truck  lease  can  give 
you  a  more  efficient  transportation 
system  and  tax  advantages.  Call 
the  nearest  Ryder  District  Office 
or  mail  the  coupon  now. 


RYDER.  TELL  ME  MORE  ABOUT 
HOW  I  CAN  TAKE  ADVANTAGE  OF  THE 
TAX  LAWS  BEFORE  THEY  CHANGE 


NAME/TITLE 


COMPANY  NAME 


TYPE  OF  BUSINESS 


CITY/STATE/ZIP 


PHONE 


R 


MAIL  TO:  RYDER  TRUCK  RENTAL.  INC 
BOB  CAMPBELL,  EXEC.  VP  FINANCE 
RO  BOX  520816 
MIAMI,  FLORIDA  33152 


RYDER  TRUCK  LEASING  AHD  RENTING 


A  SERVICE  OF  RYDER  SYSTEM 
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Hopeful  silence 

The  ongoing  anguish  in  Leba- 
non inevitably  obscures  other 
realities  in  the  Middle  East. 
Chief  among  them  at  the  mo- 
ment, in  our  view,  is  Egypt's 
remarkable  poise  and  relative 
restraint  as  it  picks  its  way, 
carefully,  carefully,  through  a 
maze  of  potentially  explosive 
pressures — enduring  calls  of 
Pan-Arabism,  easy  appeals  of 
Nasserite  socialism,  endemic 
hostility  toward  Israel — to 
maintain  an  "open  door"  to 
Western  capitalism. 

A  fresh  demonstration  of 
the  poise  and  restraint  we 
speak  of  occurred  only  last 
month.  After  the  slaughter  of  Forbes' FA-Ayouty  and  Flint 

innocents  in  the  Palestinian    I 

settlements  of  Shatila  and  Sabra,  and  despite  the  powerful  surge  in  J 
anti-American  sentiment  that  followed,  the  reaction  of  Egypt's  Presi-  I 
dent  Hosni  Mubarak  was  measured  and,  it  would  appear,  effective.  He 
recalled  his  ambassador  to  Israel — a  necessary  gesture  toward  Arab 
solidarity.  But,  no  less  important,  he  did  nothing  else  of  substance. 

As  it  happened,  ferry  Flint,  manager  of  our  Washington  bureau,  and 
Yassin  El-Ayouty,  our  consultant  on  international  affairs,  were  in 
Cairo  when  news  of  the  murders  broke.  Flint  and  El-Ayouty  were 
there  reporting  on  the  state  of  the  Egyptian  economy  one  year  after  J 
Anwar  Sadat's  assassination,  eight  years  after  the  initiation  of  the 
"open  door"  policy  Sadat  promoted.  President  Mubarak's  carefully  ' 
calibrated  response  under  pressure  fitted  in  with  other  readings  they 
took  of  Egypt's  ability,  and  willingness,  to  keep  the  door  open.  There  is 
a  strong  case  to  be  made  that,  the  headlines  of  the  moment  notwith- 
standing, Egypt's  economy  is  among  the  most  important  stories  of  the 
Middle  East.  That's  why  Flint  and  El-Ayouty  had  journeyed  there. 
They  found  a  full  measure  of  intractable  problems,  but  some  hopeful 
steps  toward  solving  them.  Their  report  is  on  page  44. 

Heads  he  wins,  tails  he  wins 

Only  weeks  ago  we  talked  with  Loews  Corp.  Chairman  Laurence 
Tisch  about  investing  (Forbes,  Aug  2).  He  runs  his  S5  billion-a-year 
congolomerate  a  bit  like  a  personal  portfolio,  and  Tisch's  message  to  j 
Forbes  readers  was  straightforward:  Buy  bonds  and  you  can't  lose  in 
today's  market. 

Shortly  after  we  went  to  press,  Wall  Street  went  wild.  Since  falling 
interest  rates  precipitated  much  of  that  gain,  Tisch's  bond  positions 
paid  off  handsomely.  But  he  was  a  major  winner  in  the  stock  market 
rally  too:  Shares  in  Loews  Corp.  went  from  a  low  of  S88  to  a  recent 
high  SI 22.  The  Tisch  family  holds  roughly  50%  of  the  company — so  I 
that  translates  into  a  gain  of  about  S300  million.  The  rich,  as  they  say, 
do  get  richer.  Though  Tisch  isn't  particularly  eager  to  discuss  current 
developments  at  Loews,  he  may  be  plotting  a  new  strategy  there,  too. 
For  a  hint  of  what  's  ahead,  see  page  218. 


Managing  Editor 
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COMPARE  FREE  TRAVEL 
PLANS  AND  YOU'LL 
GO  OUR  WAY. 


The  number  of  round  trips  required  for  free  travel,  on  Northwest 
Orient,  compared  with  other  airlines'  plans  based  on  mileage. 

OUR  WAY  THEIR  WAY 

5  Chicago-Detroit  107 

5  Minneapolis/St.  Paul-Chicago  75 

5  Boston-Cleveland  45 

3  Washington,  D.C. -Portland  11 

3  New  York-Los  Angeles  10 

2  Dallas/Ft.  Worth-Anchorage  7 

2  Chicago-London  6 


COMPARE  OUR  WAY:  COMPARE  OUR  WAY: 


ree  domestic  travel  after 
ve  round  trips — or  less. 
Minimum  $100  each  way.) 

COMPARE  OUR  WAY: 

|p  mileage  requirement, 
forth  west  Orient's  Free 
light  Plan  II  counts  the 
umber  of  flights — not  the 
umber  of  miles. 


MINIMUM  MILEAGE  REQUIRED 
FOR  FREE  TRAVEL 


OUR  WAY 

2,350* 


THEIR  WAY 

50,000 

/  Equal  to  2  trips  \ 
[around  the  world/ 


'Based  on  five  round  trips  between  Chicago 
and  Detroit  at  a  full  Coach  fare. 


Free  travel  to  Europe  and 
the  Orient. 

COMPARE  OUR  WAY: 

Double  credits  on  London 
fligh ts.  For  tra  vel  origina  ting 
in  the  U.S.A.  using  an  APEX 
or  higher  fare. 

COMPARE  OUR  WAY: 

Your  travel  planner  gets 
free  travel,  too.  No  plan 
with  a  mileage  requirement 
offers  this  benefit. 


For  all  the  details  call  your 
travel  agent,  corporate 
travel  office,  or  any 
Northwest  Orient  ticket 
office. 


OUR  WAY:  The  fastest,  easiest 
way  to  earn  free  travel  to  71 
cities  around  the  world. 

■■HHHHHHI 

^NORTHWEST  ORIENT 


THE  WORLD  IS  GOING  OUR  g&  WAY. 


A  man  in  searcl 


Get  it  together— buckk 

 J 


>f  an  honest  C3X. 


^aveled  around  the  world  looking 
certain  kind  of  car. 
call  it  the  honest  car. 
)nce,  I  would  have  started  my 
i  in  Europe.  Because  Europeans 
□  face  crowded  roads  and  high 
osts  sooner  than  people  in  other 
of  the  world. 

But  things  have  changed, 
you  also  have  to  look  in  the  U.S., 
t  companies  like  Ford, 
nd  what  is  an  honest  car  sup- 
l  to  do?  In  a  few  words:  It's  a  car 
tarts,  stops  and  steers. 
>f  course,  this  is  a  terrific 
Lmplification. 

Take  the  first  point,  starting. 

small-engined  cars  have  tended 
cranky  starters. 

Drd  has  opted  to  meet  the  prob- 
i  certain  models  with  electronic 
e  controls,  multiple-port  fuel 
ion  and  stronger  starters, 
took  time  and  money,  but  it  was 
sponsible  way  to  go. 
And  then  there's  stopping. 
)ing  quickly,  in  a  straight  line, 
he  car  under  control,  is  the  name 
game  here. 

nd  Ford  products  undergo  exten- 
ding while  striving  to  improve 
braking  characteristics. 

Ford  gets  a  grip  on  it. 
>rd  cars  are  equipped  with  steel- 
1  radial  tires.  But  Ford  doesn't 
here.  On  certain  models,  tires  and 
is  are  "indexed!' 

ince  tires  and  wheels  have  a  "high" 
and  a  "low"  point,  these  are  marked, 


so  "low"  and  "high"  can  be  matched 
when  tire  and  wheel  are  assembled. 

A  small  point,  but  it  is  attention  to 
details  like  these  that  gives  you  a 
rounder  tire  and  wheel  combination  to 
help  ride  quality. 

And  then  there's  steering. 
In  the  past,  many  people  were  content 
with  cars  that  emphasized  boulevard 
ride,  not  handling. 

I've  been  told  that  you  could  blame 
this  on  a  mythical  Aunt  Minnie.  It  was 
said  she  didn't  like  cars  that  responded 
quickly  and  accurately  to  driver  input. 

But  if  Aunt  Minnie  didn't  like  a 
responsive  car,  what  was  she  doing 
tooling  around  in  that  little,  quick-on- 
the-trigger  compact? 

U.S.  drivers  like  a  quick-to-react  car. 

Not  necessarily  a  sports  car.  But  one  that 
feels  like  it's  being  driven  by  the  driver, 
not  some  disinterested  third  party. 
An  impressive  change 
in  one  company's  cars. 
It's  a  change  in  aerodynamics,  in  han- 
dling, in  quality.  In  what  the  engineers 
call  product  integrity. 

I  think  someday  every  good  car  com- 
pany has  got  to  have  this  new  approach 


FORD  •  MERCURY  •  LINCOLN  •  FORD  TRUCKS 


Trends 


Call  my  lawyer! 

Free  legal  service  is  catching  on  as  a 
fringe  benefit  in  union  contracts.  Ear- 
lier this  year  General  Motors  agreed 
to  set  up  an  employer-paid  fund  to 
provide  such  a  fringe.  Now  Hyatt  Le- 
gal Services,  a  national  chain  of  legal 
offices,  has  signed  to  do  the  same 
thing  through  the  International  Trust 
of  Legal  Services,  an  employer-paid 
arrangement  created  by  the  Sheet 
Metal  Workers  and  two  trade  associ- 
ations. Initially,  Hyatt  will  run  the 
plan  for  about  15,000  workers  and 
their  families;  by  1986  it's  expected  to 
cover  100,000  families.  "Judging  by 
what  we've  heard,  this  program  is 
wanted  and  needed  by  a  large  number 
of  locals,"  says  the  union  president, 
Edward  Carlough.  Founder  Joel  Hyatt 
of  the  legal  firm  calls  his  plan  "a  mod- 
el for  the  rest  of  the  nation."  Hyatt's 
services  will  include  wills,  divorces, 
real  estate  transactions,  defense  of 
civil  lawsuits  and  the  like.  In  the  25 
cities  where  Hyatt  has  offices,  the  ser- 
vice will  be  exclusive  (as  an  added 
attraction  these  will  be  open  nights 
and  Saturdays).  Elsewhere,  Hyatt  will 
provide  a  list  of  private  law  firms. 


Flying  low 

The  world's  government-owned  air- 
lines rarely  care  about  losing  money — 
they  will  be  around  $2  billion  in  the 
red  this  year — and  thus  bailouts  are 
standard,  except,  it  seems,  for  El  Al, 
Israel's  national  carrier.  Its  passenger 
operations  have  been  shut  down  since 
early  September,  and  (for  now)  every- 
one says  it  will  not  reopen  until  some- 
thing is  done  about  its  sad  perfor- 
mance. Its  chairman  says  he  will  com- 
pletely restructure  the  management 


and  trade  union  setup,  in  hopes  of 
ending  the  airline's  plague  of  strikes. 
(The  latest:  a  petty  dispute  over  com- 
mission payments  for  cabin  sfaff  on 
duty-free  liquor  and  cigarettes.)  El  Al 
(Hebrew  for  "to  the  skies")  has  lost 
around  $200  million  over  the  last  five 
years  ($32  million  last  year).  With  in- 
flation at  an  annual  rate  of  1 30% ,  and  a 
mounting  war  bill,  Israel  can  hardly 
afford  such  luxuries.  The  outcome  de- 
pends on  the  survival  of  the  Begin 
government  (if  the  Labor  opposition 
should  return,  the  trade  unions  will 
stand  pat),  and  Begin's  survival  de- 
pends, among  other  things,  on  two 
small  Orthodox  parties  that  insist  El 
Al  not  fly  on  the  Sabbath.  (The  matter 
is  bogged  down  in  the  courts.)  If  there 
is  no  solution,  El  Al's  managers  say  the 
board  will  recommend  that  the  gov- 
ernment dissolve  the  line.  Unlikely  as 
it  may  sound,  they  also  say  the  Begin 
government  would  agree  to  do  so.  The 
airline  could  then  emerge,  phoenix- 
like, perhaps  with  an  injection  of  pri- 
vate money. 


Women  behind  the  wheel 

Women  bought  40%  of  all  new  cars 
last  year,  $35  billion  worth,  says  the 
Automotive  Information  Council,  a 
Detroit-based  industry  group,  so  auto- 
makers want  to  change  designs  and 
sales  pitches  to  meet  the  market. 
Ford,  for  example,  had  today's  44  mil- 
lion working  women  in  mind  when  it 
set  up  test  programs  ten  months  ago 
in  San  Diego  and  Dallas  to  educate 
independent  dealers  on  women's  ex- 
pectations. "We  are  trying  to  elimi- 
nate the  stereotype,"  says  Marilyn 
King,  manager  of  contemporary  mar- 
keting at  Ford.  (Never  call  anyone 
"honey"    or    "dear,"    dealers  are 
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warned,  and  don't  ignore  women  in 
jeans.)  Carmakers  are  also  redesigning 
and  relocating  door  handles,  foot  ped- 
als, seats,  scat  belts,  instruments  and 
controls,  with  women  in  mind.  But 
new  features,  though  built  for  wom- 
en, will  not  be  for  women  only.  Says 
Ford's  King,  "Everything  that  women 
need,  men  will  appreciate."  The  only 
hitch  is  the  lead  time  in  product  plan- 
ning. Engineers  familiar  with  wom- 
en's needs  today  won't  build  maior 
changes  into  their  cars  until  the  1986- 
87  model  year,  King  says. 


Losers,  weepers 

The  University  of  Minnesota  has 
earned  the  dubious  distinction  of 
owing  the  largest  legal  fees  ever  as- 
sessed against  a  college  and  the  largest 
ever  awarded  under  the  1964  Civil 
Rights  Act's  sex  discrimination  sec- 
tion. A  federal  judge  ordered  the  uni- 
versity to  pay  two  lawyers  $2  million 
for  their  work  in  a  successful  sex  dis- 
crimination suit.  It  has  two  years  to 
pay,  at  11%  interest.  An  associate 
chemistry  professor  filed  the  suit  in 
1973,  but  settled  in  1980  for  $100,000 
after  the  case  was  broadened  to  cover 
all  female  employees  who  were  dis- 
criminated against.  The  judge  said  the 
fees  (three  times  the  usual  rates)  were 
justified  by  the  case's  difficulty,  the 
lawyers'  good  work  and  the  long  delay 
in  payment. 


Dreams  die  hard 

The  single-income  family  has  been 
priced  out  of  the  housing  market  by 
high  interest  rates  and  monthly  pay- 
ments. That  is  the  grim  conclusion  of 
a  new  survey  by  the  Federal  National 
Mortgage  Association  (Fannie  Mae), 
which  owns  1  of  every  20  mortgages 
in  the  country.  But  the  dream  is  still 
alive.  "The  vast  majority  of  Ameri- 
cans still  intend  to  own  their  own 
homes,"  says  David  Maxwell,  chair- 
man of  Fannie  Mae,  "but  they  know  it 
won't  be  as  easy  as  in  the  past." 
(Among  renters,  Fannie  Mae  found 
that  fewer  than  half  could  afford  to 
buy  a  home.)  Another  survey,  by  the 
business-backed  Conference  Board  in 
New  York,  canvassed  5,000  house- 
holds and  turned  up  only  2.1%  plan- 
ning to  buy  a  home.  Most  of  the 
dreamers  in  this  count  said  they 
would  prefer  a  fixed-rate,  30-year 
mortgage,  despite  the  expense  and  the 
increasing  rarity  of  such  loans.  Fannie 
Mae's  poll,  done  by  Louis  Harris, 
found  people  willing  to  take  new, 


An  FA  Al  airliner  sits  on  the  runway 

At  the  moment,  only  the  motto  is  flying. 
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ffiRTZ  CAR  LEASIM 
NTRODUCES  M 
[WO  OUNCES  OE 
'REVENTION* 

When  you're  responsible 
•  a  fleet  of  cars,  down  time 
d  repairs  can  be  very  costly. 

That's  why  Hertz  is 
ing  something  to  help, 
om  now  on,  we'll 
t  only  lease  cars 
you,  we'll  help 
u  keep  them  run- 
ng  smoothly.  Just  ask 
r  our  exclusive  Pre- 
ntive  Maintenance 
)upon  Program. 

Then  every  car  you 
ise  comes  with  a  Scheduled 
aintenance  Coupon  Booklet, 
od  for  preventive  maintenance 
rvice  at  7,500-mile  intervals. 

There's  no  additional  charge  if 
u  have  a  full  maintenance  contract, 
a  low  monthly  charge  if  you  don't, 
hat's  more,  there's  no  out-of-pocket 
pense,  since  everything's  transacted 
th  a  single  coupon. 

All  your  drivers  have  to  do  is  present 
i  coupon  to  a  Sears,  Firestone,  Goodyear  or 
y  other  Hertz  authorized  service  center  and 
^y'U  get  whatever  service  the  mileage  calls  for. 
om  a  simple  oil  change  to  checking  and 
justing  the  brakes. 

It's  a  quick  and  convenient  way  to  keep  your 
et  in  great  shape. 

So  next  time  you  lease  cars,  lease  from  the  only 
mpany  with  the  Preventive  Maintenance  Coupon 
ogram.  Hertz. 

After  all,  two  ounces  of  prevention  are  worth 
Dusands  of  pounds  of  cure. 

For  additional  information  about 
irtz  Car  Leasing  and  the 
iitz  Preventive  Maintenance  ^ 
>upon  Program  call  us  at 


j' ml 


10-654-2250. 


(?)  REG  U  S  PAT  OFF  ®  HERTZ  SYSTEM  INC  1982 


Car 

Leasing 

Trr/c  anrl  nthe>r  fine*  rare  W 


Hertz  leases  Fords  and  other  fine  cars 


Is  your  business  keeping  you 
from  doing  more  business? 


If  your  business  is  running  you, 
instead  of  you  running  your  business, 
IBM  can  help.  With  a  wide  range  of 
low-cost,  easy-to-use,  small  business 
computers,  including  Datamaster  which 
starts  at  under  $10,000. 

They  can  handle  tasks  that  may  have 
gotten  out  of  hand,  like  billing,  inventory 
and  payroll,  faster  and  more  efficiently. 

What's  more,  all  of  our  computers  can 
grow  as  your  business  grows.  So  you're 
always  in  control  and  never  out  of  date. 

In  addition,  we  offer  complete  sets  of 
computer  programs,  ranging  from  simple 
accounting  procedures  to  complex 
business  analyses,  that  can  be  used  by 
virtually  any  business.  Plus  IBM  people 
trained  in  a  variety  of  industries  who 
can  provide  special  training,  support 
and  service. 

Call  your  nearest  IBM  sales  office  or 
our  toll-free  number  listed  below. 

We  ll  be  happy  to  show  you  how  IBM 
computers  can  help  your  business  grow 
while  they  keep  it  from  growing  out  of 
control.     =        —  — 


Call  IBM  Direct  I  800  631-5582  Kxt.  7.  In  Hawaii/Alaska  1  800  526-2484  Kx(.  7. 


Get  rid 
of  pests  and 
varmint 
permanently 
with. . . 

DECIMATE 

The  tremendous  ultrasound  blast  of  Decimate 
feels  like  an  onrushing  "747"  to  mice,  rats, 
roaches,  bats,  flies,  spiders  and  all  other  pests  and 
varmint  It  so  totally  discombobulates  their  eating 
sleeping  and  reproductive  habits  that  they'll  leave 
your  home  within  two  weeks  or  sooner  -  never  to 
return!  Decimate  will  keep  up  to  2000  ft. '  pest-free. 
It  is  totally  inaudible  and  harmless  to  humans  and 
pets.  Decimate  is  the  only  ultrasound  generator 
that  has  two  levels  of  intensity  control  and  the  only 
one  that  sweeps  the  entire  ultrasound  band,  from 
25  to  5  kHz  during  every  cycle.  Do  not  confuse  it 
with  unsophisticated  knockoffs  They  may  cost  a 
te*v  dollars  less,  but  they  cannot  do  the  job.  You 
tSve  2-week  return  privilege  and  one-year  guaran- 
tee Clean  up  your  home  or  plant  -  permanently 
Oder  Decimate  today! 

FOR  FASTEST  SERVICE  ORDER 

TOLL  FREE  (800)  227-3416 

In  California  call  (415)  433-7540 

Please  give  order  #  104465  and  your  major  charge- 
card  number  and  exp. date.  If  you  prefer,  mail  check 
or  chargecard  authorization  tor  $69.95  plus  $2.00 
for  posf./ins.(plus  sales  tax  for  California  delivery). 


779  Bush  St.,  Box  7584 
San  Francisco,  CA  94120> 


WHEN 
DIG 
YOU 
UST. 


Let  us  do  the  spadework 
foryou.  We'll  turn  up  the  un- 
varnished facts— discreetly,  confi- 
dentially and  economically— and  give  you 
the  objective  and  essential  information 
about  people  and  companies  you  need 
for  considered  opinion  and  judgment. 

Before  you  recommend  or  take  action 
on  a  joint  venture,  an  acquisition,  a  merg- 
er, an  investment  or  tax  shelter  oppor- 
tunity, an  important  new  executive  or 
other  critical  matters— get  a  "Bishop's 
Report."  Please  call  us  or  send  our  coupon. 

BISHOP'S  SERVICE,  INC. 

The  leading  confidential  reporting  service  since  1898 
NEW  YORK  WASHINGTON  LOS  ANGELES  BRUSSELS 


BISHOP'S  SERVICE.  INC  F-10-25-82 
41  East  42nd  Street.  New  York.  NY  10017 
212-867-2700 

Yes.  I'd  like  more  information  about  your  service. 

Name  

Company  

Address   

City   State  Zip   


Telephone 


Trends 


flexible  mortgages  if  it  saved  money 
or  made  buying  easier.  (On  the  bright 
side,  home  prices  were  reckoned  at 
only  2.5%  higher  than  a  year  ago.) 

The  second  time  around 

Recycling  of  cans,  at  least  of  the  alu- 
minum variety,  is  gaining  momen- 
tum. Nearly  25  billion  aluminum 
cans — half  the  total  manufactured 
last  year  and  28%  of  all  cans  made — 
were  recycled  in  1981,  up  150%  *rom 
the  year  before,  according  to  the  Alu- 
minum Association.  The  gain  for  its 
cans  has  increased  1,800%  in  the  last 
decade,  the  association  says,  largely 
because  of  industry  promotions  flog- 
ging the  fact  that  recycling  uses  only 
5%  of  the  energy  needed  to  produce 
new  aluminum  from  ore.  The  picture 
in  steel — key  ingredient  of  the  "tin" 
can — is  not  as  bright.  Nearly  40  bil- 
lion tin  cans  were  rolled  out  last  year, 
but  only  3  billion  were  reclaimed. 
Why?  "Steel's  scrap  value  is  substan- 
tially lower  than  aluminum's,"  ex- 
plains a  spokesman  for  the  American 
Iron  &  Steel  Institute. 

What  price  living? 

Where  should  a  wage  earner  live? 
Union  Bank  of  Switzerland,  in  its  fifth 
survey  of  prices  and  wages,  found  that 
among  the  47  cities  it  checked  to  see 
how  far  take-home  pay  went  toward 
filling  the  larder,  Geneva  ranked  first, 
2%  better  than  Zurich,  the  Swiss  city 
used  as  a  base  for  the  UBS  index.  Chi- 


Where  the  food  dollar 
buys  the  most 
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cago,  San  Francisco  and  Los  Angeles 
ranked  next,  with  New  York,  Mon- 
treal and  Oslo  close  behind.  From 
there  it  was  downhill  all  the  way  to 
Bombay,  where  a  worker's  net  stood 
at  8%  of  what  the  Zurichcr  enjoyed. 
San  Francisco's  working  families  ate 
best,  with  purchasing  power  a  full 
20%  higher  than  Zurich's;  a  Los  An- 
geles paycheck  bought  almost  9% 
more  than  a  Zuncher's;  one  in  New 
York  1.7%  less.  The  Tokyo  home- 
maker  was  among  the  worst  off  in 
setting  the  table  (see  chart).  The  bank 
also  took  a  measure  of  who  made 
what  in  which  job.  For  school- 
teachers, happiness  was  Geneva, 
where  they  earned  $33,400.  Managers 
(those  with  more  than  100  employees) 
were  best  off  in  Chicago,  averaging 
$55,200  a  year.  New  York  finished 
first  for  electrical  engineers  ($40,300). 
Not  surprisingly,  the  Swiss  led  in 
banking,  with  a  Geneva  teller  gross- 
ing a  cool  $28,200. 

One-way  trade  traffic 

The  American  trade  deficit  with  Ja- 
pan is  nearing  $20  billion  this  year, 
says  a  new  report  by  the  Japan  Eco- 
nomic Institute,  a  Washington-based 
agency  funded  by  the  Foreign  Minis- 
try of  Japan.  The  gap  was  $15.8  billion 
last  year  and  $9.9  billion  in  1980.  Jap- 
anese exports  to  the  U.S.  increased 
9.4%  during  the  first  six  months  of 
this  year  in  spite  of  the  recession,  the 
report  says,  while  American  exports 
to  Japan  fell  3%.  The  institute  blames 
high  interest  rates  in  the  U.S.  for 
weakening  the  yen  and  strengthening 
the  dollar.  The  result:  Foreign  imports 
are  cheaper  in  the  U.S.,  and  American 
goods  overseas  more  expensive — so 
expensive  in  some  cases  that  they 
have  been  priced  out  of  the  foreign 
markets. 

The  cosmopolitan  campus 

The  foreign  undergraduate  population 
on  U.S.  campuses  could  reach  500,000 
(5%  of  the  total)  by  1985  and  close  to 
10%  by  the  year  2000,  according  to 
the  American  Council  on  Education. 
"In  four-year  institutions,"  the  coun- 
cil says,  "the  foreign-domestic  ratio  is 
now  a  little  over  1  in  30;  by  1985  it 
could  be  1  in  15."  At  graduate  schools 
the  trend  is  even  more  marked,  with  1 
in  8  scholars  hailing  from  overseas.  A 
quarter  of  the  engineering  students 
and  16%  of  those  in  business  and 
management  classes  are  now  foreign- 
ers, the  council  adds.  The  engineer 
total  should  remain  level,  but  foreign 
business  students  are  expected  to 
reach  20%  by  1990.  The  rush,  accord- 
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ing  to  James  Schmotter,  assistant  ad- 
missions dean  at  Cornell's  Graduate 
School  of  Business  and  Public  Admin- 
istration, is  "probably  because  our 
universities  are  seen  as  the  best  place 
in  the  world  to  study."  Another  factor 
he  cites  is  the  rising  level  of  incomes 
in  places  like  Hong  Kong,  Singapore, 
Malaysia,  Indonesia,  Taiwan  and  Ko- 
rea, where  many  foreign  students 
come  from.  "Most  foreign  students," 
Schmotter  says,  "are  now  footing 
their  own  bills."  Still,  American 
schools  are  in  effect  picking  up  part  of 
the  tab  because  tuition  covers  only 
about  75%  of  the  full  cost  of  an  indi- 
vidual student. 


Uptight  and  up  front 

You  don't  have  to  be  neurotic,  but  it 
helps,  concludes  a  report  by  Lee  and 
Alexandra  Benham,  a  husband-and- 
wife  team  at  Washington  University 
of  St.  Louis,  in  an  upcoming  book. 
After  studying  Professor  Lee  Robins' 
data  on  434  white  males,  the  Ben- 
hams  found  that  salaries  for  those 
classified  as  depressed,  anxious  or 
compulsive  ranged  about  23%  higher 
than  for  their  brethren  who  were  diag- 
nosed as  normal.  Most  of  the  neuro- 
tics were  well-educated  and  many  had 
been  reared  by  worried  or  pushy 
mothers.  Did  the  neuroses  produce 
the  higher  incomes  or  vice  versa?  The 
Benhams  (he  is  an  economist,  she  a 
mathematician)  say  it's  hard  to  tell, 
but  they  say  they  lean  to  the  theory 
that  the  neuroses  came  first. 


The  missing  "R" 

Distress  signals  are  flashing  once 
again  about  a  shortage  of  qualified 
high  school  math  teachers.  Only  55% 
of  college  graduates  trained  to  teach 
the  subject  are  going  into  classrooms 
and  many  now  there  are  leaving  for 
better-paying  jobs  in  industry,  accord- 
ing to  the  National  Council  of  Teach- 
ers of  Mathematics.  Bare  handfuls  of 
students  are  prepping  for  math  teach- 
ing in  big  states  like  California  and 
Texas,  the  council  says,  even  though 
large  numbers  of  jobs  are  going  beg- 
ging there.  Ohio's  Democratic  Sena- 
tor (and  Presidential  hopeful)  John 
Glenn  has  proposed  low-interest 
loans  to  collegians  preparing  to  teach 
mathematics  or  science  (another  field 
crying  for  help),  with  a  companion  bill 
designed  to  encourage  companies  to 
give  summer  jobs  to  teachers  in  those 
subjects.  (Alabama  and  Kentucky  al- 
ready offer  forgivable  loans  to  stu- 
dents who  agree  to  teach  math  after 
graduating.) 


Does  your  yellow  pad  let  you  down 
just  when  you  need  support?  Look 
at  The  Ampad.  It's  stiff,  like  a 
clipboard. 

But ;  ou'll  probably  discover 
even  better  reasons  for  demanding 
The  Ampad.  Like  our  16  lb.  water- 
marked paper,  that  won't  bleed. 
Like  The  Ampad's  perforated 
pages.  Like  The  Ampad's  leather- 
like binding,  which  is  stapled  and 
glued.  So  it  doesn't  fall  apart  like 
other  yellow  pads. 

Other  companies  think  we're 
crazy  to  make  a  yellow  pad  this 
good.  But  the  U.S.  Senate  doesn't 
think  we're  crazy.  They  use  The 


Ampad.  So  do  most  people  who 
make  decisions  for  a  living. 

It  seems  that  the  more  you  use 
yellow  pads,  the  more  you  appre- 
ciate The  Ampad.  After  all,  why 
use  a  limp  pad  when  you  can  get 
the  stiff  one?  Give  this  ad  to  who- 
ever orders  your  stationery. 
Say  you  want 

THEAMPAD 


5  American  Pad  &  Paper  Company,  Holyoke,  Massachusetts. 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  En- 
ter your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 
form  and  check  the  subscription  you  pre- 
fer. □  1  year  $33.00  □  3  years  $66  (the 
equivalent  of  one  year  free).  Canadian  or- 
ders, 1  year  $44,  3  years  $92.  Orders  for 
other  countries  add  $18  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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Name       (please  print) 
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Follow-Through 


Tacks. 


We  could  print  a  long  list  of 
golden  promises  about  Ten- 
nessee's climate  for  new  busi- 
ness. But  we'd  rather  get 
down  to  brass  tacks,  and 
show  you  proof,  not  promises. 
Like  our  central  location  and 
our  old-fashioned  attitude 
toward  hard  work.  We  want  to 
tempt  you  with  a  soothing 
climate  and  sensational  life- 
style. More  proof?  We'll  show 
you  a  growing  list  of  major 
corporations  that  have  come, 
and  stayed.  So  look  at  others' 
promises  and  our  proof. 
Maybe  it's  time  you  got  down 
to  brass  tacks  in  Tennessee. 
For  more  information,  write 
or  call  William  H.  Long,  Ten- 
nessee Department  of  Econo- 
mic and  Community  Devel- 
opment, Andrew  Jackson 
Bldg. , Box  320 ,  Nashville,  TN 
37219,  1-800-251-8594. 


Tennessee 

We  get  down  to  Brass  Tacks. 


Ride  'em,  cowboy 

A  year  ago,  Tony  Lama  Co.,  the  El 
Paso  bootmaker,  was  riding  high  on 
the  western  craze  started  by  high- 
fashion  designer  Ralph  Lauren  and 
stampeded  by  movies  like  Urban 
Cowboy.  "The  only  thing  that  can 
hold  us  back  is  how  many  boots  we 
can  make,"  Chief  Executive  V.  (for 
Verland)  Eugene  Hosey  told  Forbes 


postponable.  Also,  part  of  it  is  because; 
of  the  end  of  the  trail  for  the  Urban 
Cowboy  craze.  Says  Clamour  magazine) 
fashion  editor  Phyllis  Posnick,  "It) 
really  is  finished."  Many  companies; 
in  the  $5  billion-a-year  western  cloth 
ing  industry  got  caught  when  the  John 
Travolta  fans  turned  to  other  fads.  "A 
lot  of  stores  overbought,"  explains 
Sylvia  Kornelsen,  executive  director 
of  the  Denver-based  Western  &  En 


A  lineup  of  Tony  Lama  handmade  boots 

The  fad  may  have  run  its  course  but  the  fashion  is  riding  high. 


(Nov.  9,  1981).  Sales  for  the  first  half  of 
1981  had  been  $46  million,  just  shy  of 
the  total  for  all  of  1979;  earnings  were 
up  105%.  Hosey  had  such  high  hopes 
that  he  had  just  opened  a  $3  million, 
80,000-square-foot  plant  to  specialize 
in  Lama's  line  of  exotic  skins  (ostrich, 
kangaroo,  etc.),  raising  his  total  pro- 
duction of  handcrafted  boots  to  5,700 
pairs  a  day  from  4,400.  "The  reality  is 
that  competition  in  boots  is  increas- 
ing," Forbes  cautioned,  wondering 
where  all  the  demand  for  boots  would 
come  from. 

Boot  sales  for  Lama  have  turned 
down  at  the  heel  since  then.  Earnings 
dropped  by  more  than  half,  to  $1.2 
million  for  the  second  quarter  of  this 
year,  as  demand  reportedly  dropped  to 
4,000  pairs  a  day.  Last  month,  the 
company  cut  its  work  force  by  20% 
and  its  inventory  is  still  climbing,  ac- 
cording to  analyst  Craig  Weichmann 
at  Memphis'  Morgan,  Keegan  &  Co. 
(Hosey  and  other  Lama  brass  weren't 
talking.)  "Orders  usually  pick  up  in 
July  and  August,  for  the  Christmas 
season,"  Weichmann  says.  "It  didn't 
happen  this  year." 

Part  of  the  pinch  on  Lama  is,  of 
course,  the  recession,  when  $1,000- 
and-up  fancy  boots  become  readily 


glish    Manufacturers  Association 
"Then,  all  of  a  sudden,  they  didn't! 
know  what  to  do."  She  adds,  however,( 
that  the  overstock  was  chiefly  flashy 
cheaper  items  because  the  Urban  Cou 
boy  son  of  the  West  was  a  flash  in  the 
pan.  "Basic,  traditional  Western  at 
tire,"  she  says,  "is  as  stable  an  Ameri 
can  fashion  as  there  is."  Echoes  editoE 
Posnick:  "People  will  always  buy, 
boots."  The  western  style  boot  ac 
counts  for  an  estimated  $1.1  billion  ini 
retail  sales  annually  and  it's  expected 
to  stay  at  that  level.  Lama  was  crowd 
ed  off  some  shelves  by  the  flood  of) 
cheaper  boots,  but  its  hold  on  the 
higher-priced  market  is  unshaken. 

Fashion  experts  aren't  the  only  ones 
who  see  the  boot  business  staying  ini 
stride.  The  Tony  Lama  Co.,  45%  fam 
ily  owned,  has  been  interested  in  find 
ing'a  buyer.  Now  they  have  one.  New 
York's  Triton  Group  Ltd.,  the  final 
metamorphosis  of  the  old  Chase  Man- 
hattan Mortgage  and  Realty  Trust, 
has  signed  a  letter  of  intent  to  buy 
Tony  Lama  for  $81  million  or  $35  a 
share.  Triton's  1981  gross  income  was 
only  $21  million  (compared  with  La- 
ma's $98  million  in  sales),  and  its 
assets  are  only  $55  million — but  it 
boasts  a  $150  million  tax-loss  carry- 
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It  died  of  unnatural  causes. 


i—oo  many  factories  in  too 
I  many  American  cities 
I  are  dying.  Unnecessarily 
M  prematurely.  They  are 
p  products  of  an  unproduc- 
e  economy.  Our  economy. 
Not  long  ago,  we  all 
Dught  it  just  couldn't  hap- 
in  here. 

The  fact  is,  however,  that 
3  United  States  has  the 
jhest  percentage  of  obso- 
e  plants,  the  lowest  per- 
ntage  of  capital  investment 
id  the  lowest  growth  of  pro- 
bctivity  of  any  major  indus- 
il  country. 

That  didn't  happen  over- 
ght,  of  course.  This  chart 
lints  out  just  how  much, 
d  how  rapidly,  our  econ- 
ny  has  declined: 


ANNUAL  %  INCREASE 


roduclivity 


|1959  '66 


1973  -'80 


i Comparing  the  early  60s 
th  the  late  70's,  America's 
rerage  annual  growth  in 
Dductivity  was  lower  by 
b%.  Allowing  tor  inflation, 
al  investment  growth  in 
bnts,  machinery  and 
puipment  dropped  by  74%. 
No  one  can  expect  labor 
i  produce  without  tools.  But 
hce  1975,  there's  been  a 
eady  decline  in  the  amount 
capital  per  worker  in  this 
untry. 


A  close  examination  of  our 
economic  illness  points  to 
one  major  cause:  An  over- 
dose of  government. 

Ever  increasing  levels  of 
government  spending  and 
borrowing  have  squeezed 
productive  industry  out  of 
credit  markets. 

Without  credit,  businesses 
cannot  buy  the  plant  and 
equipment  they  need  to  ex- 
pand and  increase  their 
productivity. 

This  chart  shows  the  grow- 
ing impact  of  government 
borrowing  as  a  percentage  of 


GNP  and  of  total  borrowing 
over  a  thirty-year  period: 


AVERAGE  FEDERAL  GOVERNMENT 
BORROWING  ASA  %  OF 


GNP 


50  s  60's  70's  '80 


As  the  government  ex- 
panded its  borrowing,  private 
industry  cut  back.  To  reverse 


this  trend,  growth  in  govern- 
ment spending  must  be 
slowed  in  the  years  ahead. 

Hidden  in  all  these  statis- 
tics are  countless  human 
losses:  Lost  jobs,  lost  in- 
comes-lost dreams. 

We're  W.R.  Grace  &  Co., 
a  $61/2  billion  company  pro- 
ducing chemicals,  natural 
resources  and  consumer 
products.  Even  though  our 
interests  are  worldwide,  we 
consider  the  loss  of  any 
American  industry  a  death  in 
the  family.  And  we  believe  we 
all  have  a  responsibility  to 
revive  productivity  at  home. To 
do  that,  we  must  invest. 

Our  own  capital  expendi- 
tures through  the  years  testify 
to  that  belief.  From  1965- 
1975,  our  average  annual 
increase  in  capital  expendi- 
tures was  8.9%.  From  1975- 
1981,  we  averaged  an  18.7% 
increase  per  year. 

And  now  by  cutting  taxes, 
eliminating  excess  regulation 
and  by  providing  the  impetus 
to  reduce  the  size  of  the  fed- 
eral government,  President 
Reagan  has  supplied  us  all 
with  new  incentives.  We  must 
make  the  most  of  them 
immediately. 

The  drive  and  dreams  that 
first  built  America's  factories 
are  needed  now  to  unlock  a 
productive  future  for  our  nation. 
And  each  of  us  holds  the  key. 


GRADE 

One  step  ahead 
of  a  changing  world. 


WR  Grace  &  Co.  1114  Avenue  of  the  Americas.  New  York,  N  Y  10036 


Your  thoughts  and  ideas  are 
the  only  things  that  separate 
you  from  the  rest  of  the  crowd. 

But  while  you're  plodding 
along  with  a  pencil,  writing 
down  one  thought  at  a  time, 
others  can  be  lost  forever. 

And  the  ideas  that  get  away, 
the  notes  that  never  get  written, 
can  make  the  difference 
between  rising  to  the  top.  Or 
being  stuck  in  the  middle. 


Thought 
Processing. 

Now,  with  a  Thought 
Processor  from  Lanier,  you  can 
capture  your  thoughts  the 
moment  they  occur. 

No  more  lost  thoughts. 

No  more  lost  opportunities. 

Lanier  Thought  Processors 
include  the  revolutionary 
Messenger.™  Just  touch  a  button 
on  the  executive  unit  on  your 
desk  and  it  activates  one  of  four 


microcassettes  in  the  unit  on 
your  secretary's  desk. 

Use  each  one  for  a  different 
subject.  You  can  organize  your 
thoughts  as  you  go  along.  And 
first  things  will  get  done  first. 

Plus,  you  can  activate  the 
Messenger  from  just  about  an 
phone  in  the  world.  So  even 
when  you're  not  in  the  office, 
you  can  get  those  important 
thoughts  off  your  mind.  And  | 
into  action. 


.1 


fork 

'rocessing. 

)nce  you've  captured  your 
>ughts  and  ideas,  the  Lanier 
-1™  Work  Processor  helps 
or  secretary  get  them  on 
Der  faster  than  ever  before, 
ryping  is  easy.  Changes  and 
rections  are  made  simply, 
^o  retyping.  No  false  starts, 
ur  thoughts  will  appear  on 
!  page  letter-perfect. 
\nd  because  the  EZ-1  is  a 


Work  Processor,  it's  capable  ot  a 
lot  more.  Like  processing  data 
and  even  acting  like  a  small 
business  computer. 

No  one  else  offers  you  both 
Thought  Processing  and  Work 
Processing.  From  start  to  finish, 
Lanier's  the  one  to  help  you  get 
ahead  faster. 

Send  us  this  coupon  or  call 
to  set  up  an  immediate  appoint- 
ment. (800)  241-1706  except  in 
Alaska  and  Hawaii.  In  Georgia 
call  collect  (404)  321-1244. 


Please  arrange  for  a  demonstration  of: 

□  Thought  Processing.  □  Work  Processing. 


N.imc 


Title 


Company 


Phone 


— >    Business  Address 


fjity" 


County 


State 


Zip 


Mail  to  Lanier  Business  Products,  Inc. 

1700  Chantilly  Drive  N.E.,  Atlanta,  GA  30324 


Follow-Through 


Before  your  product  design  is  cast 
in  cement,  call  Bodine,  We've  got  some 
concrete  ideas  to  help  you  assemble  it 


We'll  start  by  evaluating  your 
product.  We'll  tell  you  if  you 
need  to  modify  it  for  automated 
assembly.  Then  we'll  tell  you 
how.  In  most  cases  the  changes 
will  be  really  minor,  but  the 
benefits  can  be  major  indeed. 

Bodine  machines  can  reduce 
personnel,  inventory  and  field 
service  costs  while  increasing 
production  speed,  and  insuring 

20 


consistency  and  quality. 

To  find  out  more,  write  for 
our  free  brochure,  "Bodme's 
Assembly  Primer",  or  call  our 
vice  president  Frank  Riley  for 
an  appointment.  The  Bodine 
Corporation,  317  Mountain 
Grove  Street,  Bridgeport,  Con- 
necticut 06605. 
(203)  334-3107. 


Bodine 


forward  and  needs  earnings  to  use  it. 

Triton  was  impressed  with  Lama's 
management,  earnings  and  prospects, 
according  to  Executive  Vice  President 
William  Sivitz.  So  impressed,  it  is 
willing  to  take  on  about  $36  million 
in  debt  when  and  if  the  deal  closes  on 
schedule  next  January.  "This  is  a  soft 
year  for  Tony  Lama,"  Sivitz  says,  "but 
they  will  make  more  than  enough  to 
pay  off  the  debt  we  will  take  on  to 
acquire  them."  Triton  also  hopes  to 
help  Lama  expand  its  market  east  of 
the  Mississippi  (it  is  now  80%  in  the 
western  half  of  the  U.S.,  40%  in  Texas 
alone).  The  Triton  executive  says  La^ 
ma's  extra  and  now  idle  production 
capacity  "could  be  a  real  asset." 


Selling  off  a  jewel 

In  a  generally  gloomy  future,  one  of ( 
Southern  Pacific's  bright  spots  has 
been  telecommunications,  ForbesI 
said  Aug.  26.  SP's  Southern  Pacific! 
Communications  Co.  broke  into  thei 
black  last  year  with  $34  million  id 
operating  profit  and  piled  another) 
$37.1  million  on  top  of  that  during  the) 
first  half  of  1982.  True,  SPCC  is  about) 
half  the  size  of  MCI,  number  two  ia 
the  field,  but  the  $40  billion  longi 
distance  business  is  growing  by  10%i 
to  15%  a  year.  Then  again,  unlike) 
MCI,  SPCC  has  been  moving  into  the 
satellite  business  with  two  space  sat- 
ellites (at  a  cost  of  $200  million). 

The  prospects  for  SPCC,  in  factJ 
were  so  rosy  that  Chairman  Benjamin 
F.  Biaggini  predicted  that  "by  the  end 
of  the  decade  SPCC  could  be  produc- 
ing half  of  Southern  Pacific's  rev 
enues — and  at  last  year's  levels  that 
would  be  over  $3  billion  a  year."  The 
trouble  was  that  the  railroad  and  the 
telecommunications  businesses  each 
required  enormous  capital,  leaving 
Biaggini  with  the  painful  choice  ol 
giving  up  one  or  the  other.  Otherwise 
Forbes  commented,  "SP's  slide  ma^j 
be  irreversible."  The  chairman's  reaC' 
tion  was  an  outraged  denial. 

This  month  GTE  and  Southern  Pa- 
cific announced  that  they  had  reachec 
an  agreement  calling  for  GTE  to  ac 
quire  all  the  stock  of  SP's  communi 
cations  and  satellite  subsidiaries  foi 
about  $750  million.  Said  Biaggini 
"The  proposed  sale  puts  this  moderr 
telecommunications  company  ir 
good  hands  and  provides  Southern  Pa 
cific  a  generous  return  on  its  ongina 
investment."  SP's  chairman  hac 
made   his   choice — telecommunica 


tions  was  out. 
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THINK  IT  WILL  TAKE 
US  TO  TEACH  YOU 


How  long  do  you  want  it  to  take? 
It's  up  to  you. 

At  Berlitz,  we  put  the  fastest,  the 
easiest  and  the  most  effective  way 
to  learn  a  language  right  on  the 
tip  of  your  tongue. 

Thanks  to  our  simple,  conversa- 
tional approach,  you  can  learn 
French,  German,  Spanish  or 
any  other  language  the  way  you 
learned  English.  By  hearing  it  and 
speaking  it. 

Our  highly  trained  instructors 
speak  only  in  the  language  you're 
learning.  So  you  learn  to  commu- 
nicate accurately  and  fluently. 

And  at  Berlitz,  the  accent  is  on 
individual  needs.  For  instance,  if 
you  need  to  learn  a  language  fast, 
we  can  help  you  with  our  exclusive 
Total  Immersion™  program.  So  in 


as  little  time  as  possible,  you  can 
attend  business  or  social  affairs 
with  a  comfortable  command  of 
the  new  language. 

You'll  find  that  learning  another 
country's  language  the  Berlitz 
way  is  the  next  best  thing  to  being 
born  there. 

To  find  out  what  program  is  best 
for  you,  send  in  this  coupon.  Or 
call  your  nearest  Berlitz  school, 
or  800-257-9449. 

F  10-25 

The  Berlitz  School  of  Languages 
1101  State  Road,  Research  Park 
Princeton,  New  Jersey  08540 

Name  

Address  

City  


.State. 


_Zip. 


NO  ONE  CAN  TEACH  YOU  ANOTHER  LANGUAGE 
FASTER  AND  BETTER  THAN  BERLITZ. 


Banking  in  th 
Mellon  define 


What  executives  need  to  know 


Corporate  financial  officers  dealing  with  banks 
today  face  new  and  unfamiliar  issues.  The  bank- 
ing industry  is  in  the  midst  of  unprecedented 
change ,  for  reasons  ranging  from  regulatory 
reforms  to  revolutionary  technologies  and  harsh 
economic  conditions.  As  a  result,  corporate 
executives  find  themselves  dealing  with  new 
challenges  such  as  these: 

•  The  end  of  float: 

Is  cash  management  sunk? 

•  Bank  automation : 
What  it  means 

•  What  businesses  should  banks  be  in? 

•  Relationship  management: 

New  demands  on  the  account  officer 

What  strikes  us  at  Mellon  Bank  is  that  execu- 
tives aren't  getting  the  information  they  need 
about  these  new  issues.  No  bank  has  taken 
responsibility  for  offering  simple,  concise 
definitions  of  the  latest  developments  and 
what  they  mean. 


So  we  have  decided  to  do  just  that. 

In  a  series  of  advertisements  in  this  public 
and  others,  over  the  months  to  come,  MeL 
going  to  define  some  of  the  most  importa 
banking  issues  of  the  1980s.  Issues  like  tl" 
we've  listed— and  other  important  new  is: 
as  they  arise.  We  won't  be  selling  our  proc 
or  our  point  of  view,  but  laying  out  the  fae 
objectively,  so  that  financial  officers  can  f 
their  own  opinions. 


Why  Mellon  is  taking  this  initiative 


We  feel  that  it's  appropriate  for  us  to  do  tl 
because  Mellon  is  one  of  the  handful  of  b< 
that  are  defining  the  future  of  banking.  It 
no  exaggeration  to  say  that  we  helped  ma 
banking  in  this  country  what  it  is  today.  ( 
roots  run  more  than  a  century  deep,  throi 
booms  and  panics,  national  triumphs  and  c 
and  profound  economic  changes. 

Even  before  Judge  Thomas  Mellon  establi 
his  bank  on  Pittsburgh's  Smithfield  Stree 
in  1869,  the  Mellon  name  was  associated  v 
enterprise  and  financial  stability.  One  of  t 
bank's  first  customers  was  a  young  bookke 
named  Henry  Clay  Frick,  who  began  to  b 
an  industrial  empire  on  a  $10,000  loan  froi 
Judge  Mellon. 


SOs: 

sey  issues 


ct,  the  early  history  of  Mellon  Bank 
ndes  with  the  birth  of  Industrial  America 
e  period  when  people  of  vision,  many 
em  supported  by  our  bank,  laid  the 
dations  of  some  of  the  country's  great 
•prises. 


j  we're  prepared  for  the  '80s 


Dn  Bank  has  become  one  of  the  largest 
wealthiest  financial  institutions  in  the 
try.  Consider  these  facts : 

mericas  14,000  banks,  we  rank  15th  in 
:s. 

balance  sheet  is  one  of  the  strongest,  with 
everage,  liquidity,  and  a  strong  capital 
.  This  not  only  means  security  for  our 
cholders  and  customers  — it  means  we  are 
positioned  to  increase  our  earnings  and 
nd  into  new  markets. 


If  you're  surprised  to  learn  these  facts  about 
Mellon,  it's  because  we've  traditionally  kept  a 
low  profile.  Many  business  people  aren't  aware 
that  we  helped  start  the  computer  revolution 
almost  thirty  years  ago,  when  we  became  one 
of  the  first  banks  in  America  with  its  own 
computer.  Tbday  we're  recognized  as  a  leader 
in  computer  technology,  and  as  an  innovator  in 
applying  that  technology  to  cash  management 
systems  for  major  corporations. 

Whatever  the  future  of  banking  holds,  we're 
ready  for  it.  We  spend  a  great  deal  of  effort  on 
examining  and  defining  the  financial  issues  of 
the  future.  Now  we  want  to  share  some  of  our 
thoughts  with  you. 

Mellon  Bank  and  Mellon  Financial  Services, 
which  provides  consumer  and  commercial 
financing,  leasing,  and  mortgage  banking,  are 
subsidiaries  of  Mellon  National  Corporation. 


e  long  since  outgrown  our  traditional 
tdaries.  Recently,  Atlanta,  Boston,  Miami 
Ibronto  joined  the  list  of  cities  worldwide 
Mellon  representation. 


Mellon  Bank 

One  of  the  banks  that  define  banking 


Readers  Say 


FLOATING  HOTELS 
ON  THE  CANALS 
OF  FRANCE 


A  unique  experience— one  week 
gourmet  hotel  boat  cruises  on  the  most 
beautiful  of  the  French  canals,  featuring 
good  food,  good  wine  and  good 
company  while  relaxing  on  the  sundeck, 
strolling  or  cycling  alongside  on  ancient 
tow  paths. 

Visit  the  vinyards,  wineries,  chateaux 
and  villages  of  provincial  France  at  the 
afternoon  and  evening  stops  made  each 
day. 

Gourmet  chefs  create  the  very  best 
cuisine  aboard  our  five  luxury  hotel 
boats,  carrying  from  6  to  16  guests 
(charter  or  individual)  from  April  through 
October. 

Paris  or  Bordeaux  pickup  and  return. 
For  information  about  a  week  of  peace 
and  tranquility  contact: 
Horizon,  215  N.  75th  St..  Belleville,  IL 

62223.  phone:  800-851-3448  or,  in 
Illinois.  618-397-7524 


r 


$8.75  can 

Bring  your 

dead 
receivables 

to  life 

All  you  pay  is  $8.75.  Our  law  firm 
sends  three  collection  letters  during  a 
45-day  period.  You  pay  us  nothing  but  the 
$8.75.  All  the  proceeds  are  yours. 

Learn  why  hundreds  of  top  companies 
(such  as  Hertz,  many  FORTUNE  500 
companies  and  scores  of  giant  insurance 
companies),  as  well  as  small  tradesmen, 
professionals  and  merchants,  collect  a 
goodly  percentage  of  their  "uncollectibles" 
through  this  national  law  firm. 

For  full  details  call  toll-free 

1-800-526-6960  c^l 


Bennett  (C|  Bennett 
Attorneys 

769  Northfield  Ave.,  W.  Orange,  NJ  07052 


Please  show  me  how  I  can  turn 
slow  accounts  into  fast  cash  return. 


Name. 
Title  


Company_ 

Street  

City  


.State. 


.Zip. 
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Out  of  toon? 

Sir:  You  leveled  unjustified  charges 
against  my  attitude  toward  some  am- 
bassadorial appointments  made'under 
this  Administration  (Fact  and  Com- 
ment, Sept  13). 

People  serving  as  our  ambassadors 
abroad  should  have  demonstrated  be- 
fore their  appointment  their  qualifica- 
tions to  serve.  Many  of  the  appointees 
have  not  distinguished  themselves  in 
private  life,  many  are  relatively  un- 
known and  many  simply  do  not  have 
the  qualifications. 

We  can  ill  afford  to  have  inad- 
equately qualified  personnel  serving 
us  abroad — whether  they  come  from 
the  career  ranks  or  from  the  outside.  If 
this  is  "nasty  vilification  of  our  coun- 
try's present  ambassadors" — as  you 
put  it  in  your  editorial — so  be  it. 
— Malcolm  Toon 
Marquette  I  'niversity 
Milwaukee,  Wis. 

Sir:  Those  of  us  who  were  singled  out 
for  criticism  by  Malcolm  Toon  much 
appreciate  your  support. 

—John  J.  Louis  Jr. 
Ambassador, 
U.S.  Embass)' 
London 

Sir:  Those  of  us  whom  the  President 
appointed  take  our  positions  very  se- 
riously and  work  very  hard  at  creating 
and  maintaining  good  relationships 
between  the  U.S.  and  the  countries  to 
which  we  have  been  sent. 
— Maxwell  M.  Rabb 
Ambassador, 
U.S.  Embassy 
Rome 

Sir:  I  understand  from  my  career 
friends  in  the  State  Department  that 
Toon  is  given  to  bizarre  diversions,  so 
I  didn't  bother  to  skewer  him. 

— Evan  G.  Galbraith 
Ambassador, 
U.S.  Embassy 
Paris 


More  on  The  Forbes  400 

Sir:  My  financial  position  has  not 
been  correctly  reported  by  Forbes. 
And  it  brings  me  no  pleasure  to  be  on 
your  list. 

— Philip  F.  Anschutz 
Denver,  Colo. 

Sir:  On  target  in  describing  what  I 
have  in  the  world's  goods.  Most  of  my 
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estate  goes  to  charity.  A  great,  con- 
structive job.  Keep  up  the  good  work. 

— Nathan  Cwnmings 
New  York,  N  Y. 

Sir:  You  may  note  the  absence  of  a 
terse  derogatory  characterization  of 
you.  My  repertoire  is  ample,  but  you 
are  unworthy  of  all. 

— Giles  W.  Mead 
Napa,  Calif 

Sir:  I  enjoyed  The  Forbes  Four  Hun- 
dred. It  was  fun! 

— Norman  Robert 
President, 
Inc.  Magazine 
High  Technology 
Technology  Illustrated 
Boston,  Mass. 

Sir:  You  use  the  word  "enormity"  to 
describe  the  task  of  compiling  The 
Forbes  Four  Hundred.  Enormity 
means  "monstrous  evil,"  not  mon- 
strous size  or  difficulty. 
— Harry  Chernoff 
Arlington,  Va 

You  didn't  read  far  enough  in  the  dic- 
tionary  re  "enormity."  Webster's  defini- 
tion includes  "3)  the  quality  or  state  of 
being  huge,  immensity, " — MSF 

Sir:  The  Forbes  Four  Hundred;  The 
Forbes  500s;  The  Fortune  500;  The 
Indy  500  (what?);  billion-dollar  corpo- 
rations; people  who  eat  and  sleep  just 
like  me  who  have  over  100  million 
bucks;  some  over  a  billion! 

I  wonder  if  they,  or  you,  can  possi- 
bly understand  the  queasy  feeling  in 
someone  who  has  withdrawn  his  last 
thousand-dollar  CD  prematurely,  and 
right  afterward  cashed  in  a  Keogh  that 
was  only  two  years  old  to  meet  the 
mortgage,  car  payment,  insurance  and 
taxes.  Trying  to  be  a  Capitalistic  Re- 
publican Entrepreneur  is  tough  when 
you  haven't  had  a  contract  for  two 
months  and  the  IRS  is  continually  on 
your  back. 
— Richard  J.  Agresti 
President  (and  housecleaner), 
Sheltered  Harbor  Standard';,  Inc. 
Copiague,  N.Y. 

Sir:  As  a  psychologist,  I  am  all  for 
senior  citizens  keeping  active,  but  I 
am  amazed  that  with  all  Bob  Hope's 
resources  he  can't  find  anything  more 
interesting  and  creative  to  do  than 
continuously  traveling  around  the 
country  giving  comedy  performances. 
It  appears  to  be  very  obsessive-com- 
pulsive behavior.  He  must  continual- 
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ly  exhibit  and  receive  love  and  admi- 
ration. I  offer  my  psychotherapeutic 
services  to  help  him  get  over  this  neu- 
rotic need. 

While  this  offer  is  made  altruisti- 
cally, it  has  crossed  my  mind  that  he 
could  pay  a  fee  slightly  more  than  I 
am  accustomed  to. 
— Ed  J.  Gunderson,  MA. 
Milwaukee,  Wis. 

Sir:  Your  profile  of  Donald  L.  Bren 
mistakenly  states  he  is  the  son  of 
Claire  Trevor.  Mr.  Bren  is  the  son  of 
my  wife,  Mrs.  Earle  M.  (Marion)  Jor- 
gensen,  and  her  ex-husband,  Milton 
Bren,  now  deceased.  Donald  L.  Bren  is 
the  stepson  of  Claire  Trevor,  widow  of 
Milton  Bren. 
— Earle  M.  Jorgemen 
Chairman, 

Earle  M.  Jorgemen  Co. 
Los  Angeles,  Calif. 

How's  that  again''' — Ed. 


Clan-destine 

Sir:  Thought  you  might  like  to  know 
what  members  of  the  English  Forbes 
clan  are  up  to  these  days. 

This  snapshot  was  taken  off  Fleet 
Street  in  London  recently. 
—Jack  Fletcher 
San  Diego,  Calif. 


No  Oscar  here 

Sir:  I  hope  John  Rutledge  (Other  Com- 
ments, Sept.  27)  knows  more  about  eco- 
nomics than  motion  pictures.  The 
movie  he  was  referring  to  was  Rebel 
Without  a  Cause,  not  "Rebel  Without  a 
Chevy."  James  Dean's  opponent  in 
the  "chicken"  game  was  not  Sal 
Mineo;  it  was  Dean's  opponent,  not 
Dean,  who  went  over  the  cliff;  and  he 
did  so  because  his  jacket  cuff,  not 
pants  cuff,  got  caught  on  the  door 
handle,  not  brake  pedal. 
— Ted  Pauls 
Baltimore,  Md. 


For  those  who  demand  the  best. 


M  BRUNO  MAGLI 

^■S^      THE  WORLD'S  FINEST  MEN'S  SHOES 


Customized®clothes  for  men  and  women. 

"Quality  isn't  something  that  can 
be  promised  into  an  article.  It 
must  be  put  there.  If  it  isn't  put 
there,  the  finest  sales  talk  in  the 
world  won't  act  as  a  substitute." 


®1983  Hickey- Freeman  Co.,  Inc.  1155  Clinton  Ave.,  N„  Rochester,  NY  14621. 
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For  you,  first  class  is  a  way  of  life. 
From  the  plane  you  fly. .  .to  the  car  you  drive. 
Seville... Cadillac's  finest. 
Elegant.  Distinctive.  Superbly  crafted. 
A  car  for  those  who  choose  to  go  first  class  all  the  way 


BEST  OF  ALL . . .  IT'S  A  CADI LLAC 


CADILLAC  MOTOR  CAR  DIVISION 


■ 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


FLAT  RATE  TAX  MIRAGE 

Those  who  in  growing  numbers  are  urging  a  flat-rate  return  for  a  simplified  tax  form,  would  have  to  be  over  the 

income  tax  remind  me  of  desert  travelers,  dying  of  thirst,  bodies  of  the  beneficiaries.  It's  as  unlikely  as  a  snowball's 

who  keep  seeing  oases  on  the  distant  horizon.  They  envi-  survival  in  the  Sahara. 

sion  that,  with  a  flat-rate  tax  across  the  board,  all  the  And  how  long  do  you  suppose,  if  there  were  a  flat  tax,  it 

deductions,  all  the  special  cases,  all  the  complications  of  would  stay  flat  for  higher  income  levels?  Do  you  think 

our  income  tax  forms  would  be  done  away  with.  that  it  would  take  more  than  one  congressional  session 

Fortunately,  a  flat  tax  is  as  likely  of  passage  as,  unfortu-  later  before  those  earning  over,  say,  $25,000  a  year  would 

nately,  the  federal  budget  is  likely  of  balance.  For  every  get  a  "flat  tax"  5%  or  10%  higher?  And  those  over  $50,000 

single  present  tax  deduction,  whether  it's  mortgage  inter-  a  year,  10%  or  20%  above  that? 

est  or  charitable  contributions  or  what  have  you,  there  is  a  The  flat  tax  would  be  a  flattening  tax,  and  its  advo- 

sizable  constituency  that  benefits,  presumably  in  the  pub-  cates  have  to  be  hallucinating  if  they  think  it  would  be 

lie  interest.  Doing  away  with  all  these  deductions,  in  otherwise. 

YOU'D  THINK  IT  WAS  ALREADY  AUTOMATIC 

The  other  day  the  government  awarded  $5,000  to  a  The  Hearts-that-Bleed — with  your  money — now  damn 

Social  Security  employee  who'd  suggested  that  their  com-  the  Reagan  Administration  for  daring  to  suggest  that 

puter  records  should  be  occasionally  tuned  in  to  Medi-  future  Social  Security  benefits  be  tempered  to  keep  the 

care's  computer  records  so  that  the  former  can  know  when  fund  from  going  broke.  Maybe  these  decners  would  agree 

their  recipients  are  dead.  Estimates  of  "savings"  run  from  that  ceasing  earthly  support  of  the  dead  wouldn't  be  too 

$10  million  to  $30  million.  heartless. 

THOSE  WHO  JEER— OR  BEMOAN— PRESIDENT  REAGAN'S  LACK 

of  political  savvy  reveal  their  own.  On  that  score,  for  his 
supporters,  it's  not  to  worry.  Mr.  Reagan  doesn't  miss 
much.  Even  little  things  that  catch  the  President's  eye 
get  a  response  that  he  seems  to  enjoy  making  as  much  as 
the  recipients  enjoy  receiving. 

F'r  instance,  the  other  morning  I  was  asked,  "Can  you 
take  a  phone  call  from  the  President?"  Surprise.  I  could. 
"Malcolm,  I'm  calling  to  thank  you  for  your  editorial, 
'Hail  to  the  Chief  (Fact  and  Corriment,  Sept.  13).  I  really 
appreciated  it.  You  wouldn't  like  to  try  getting  a  job 
writing  editorials  for  the  New  York  Times  and  the 


Washington  Post,  would  you?" 

Following  that  good-natured  jibe  at  two  of  his  more 
consistent  critics,  the  President  commented  on  some  of 
his  inconstant  friends:  "I'm  getting  a  little  gun-shy  of 
some  of  my  supposed  allies  that  are  turning  on  me  and 
claiming  that  I  am  flip-flopping  and  so  forth.  You  know 
William  Allen  White  said  something  that  I  have  always 
remembered.  He  said  that  'consistency  was  a  paste  jewel 
only  cheap  men  cherished.'  " 

President  Reagan  can — and  does — communicate,  which 
adds  incalculable  clout  to  the  power  of  his  presidency. 
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P AC -MAN  CAN'T  BACKPACK  THE  WHOLE  LOAD 


Warner  Communications'  stock  soared  as  the  sales  of 
Pac-Man  led  its  Atari  video  game  division  to  extraordinary 
sales  and  profit  heights. 

But  Warner's  stock  has  plunged  from  a  February  high  of 
63  to  its  recent  price  of  38.  From  personal  observation  I 
recently  saw  why.  Aside  from  Pac-Man,  Atari's  other 
games  for  its  roughly  $130  TV  attachment  are.  not  in  a 
class  with  its  competitors,  notably 
Mattel's  Intellivision.  Over  several 
days  on  a  recent  trip,  I  tried  to  read 
while,  nearby,  son  Tim  and  friends 
competed  in  assorted  sea  battles, 
tank  battles,  boxing  matches,  et  al. 
Both  Intellivision  and  Atari  games  Atari 

SPEAKING  OF  GAMES,  WASN'T  THAT 

which  decreed  that  the  game  Monopoly  no  longer  has  one 
on  that  word  for  that  game?  Said  an  appellate  court,  "We 
hold  that,  as  applied  to  a  board  game,  the  word  'monopoly' 
has  become  'generic,'  and  the  registration  of  it  as  a  trade- 
mark is  no  longer  valid." 

What  an  unjust,  unmitigated  crock. 

Monopoly  and  what  it  did  for  Parker  Brothers  (now  a 
division  of  General  Mills)  is  one  of  the  great  Depression  Era 
success  stories.  From  1935  to  this  day,  everyone  in  the 
world — except,  apparently,  that  court — knows  there's  only 


were  available,  several  directly  comparable.  Visibly  and 
demonstrably  the  former  were  far,  far  superior  to  the 
latter,  fust  as  George  Plimpton  says  in  his  commercial. 
All  Atari  really  had  to  offer  was  Pac-Man. 
Since  Atari  has  accounted  for  two-thirds  of  Warner's 
earnings,  it's  plain  that  a  tiring  Pac-Man  can't  indefinitely 
carry  Warner's  anticipated  $5  billion  sales.  Fortunately, 
Warner  seems  aware  of  its  problem 
and  has  snagged  video  game  rights 
to  "E.T."  Maybe  that  wee  outer- 
space  tear-jerking  critter  will  be 
able  to  share  the  load  while  Warner 
seeks  a  firmer  footing  than  is  pro- 
vided by  short-lived  fads. 

AN  OUTRAGEOUS  COURT  DECISION 

one  Monopoly  game.  No  imitators,  takeoffs  or  facsimiles 
have  ever  come  remotely  close  to  moving  off  game  shelves 
at  anything  like  the  rate  of  the  one  and  only  real  one. 
"Generic,"  my  foot. 

If  ever  an  appeal  belonged  in  the  Supreme  Court,  this 
one  does.  It's  being  made,  and  I  hope,  in  the  name  of 
justice,  the  Nine  Supreme  Ones  hear  it.  I'll  bet  they  don't 
have  to  look  in  a  dictionary  for  definitions  before  they 
arrive  at  a  unanimous  decision  granting  this  other  great 
playtime  institution,  the  game  of  Monopoly,  its  due. 


TWO  ADS  THAT  SMELL 

You  can  almost  smell  the  glori- 
ous bouquet  of  the  Adolfo  perfume. 

But  what's  with  this  gal  and  her 
horse  and  those  dishes?  He  didn't 
like  what  was  on  them?  Did  he  eat 
the  cup  and  saucer,  those  irresist- 
ible forget-me-nots?  And  now  he's 
ready  for  the  plate?  In  small  print 
it  says,  "Memories  are  made  of 
this:  Forget-Me-Not,  the  newest  of 
Aynsley's  bone  china  patterns, 
photographed  with  Annabel,  a  di- 
rect descendant  of  John  Aynsley." 
The  horse  or  the  lady? 


I 


ACCORDING  TO  THAT  FBI  MAFIA  INFILTRATOR 

who  blew  the  whistle  on  leaders  of  the  "Bonanno  family,"  being  "made" 
in  the  Mafia  world  is — almost — as  tough  as  making  it  in  the  business  world. 

. .  .  AND  SPEAKING  OF  MAFIA  IN-HOUSE  MURDERS 

Could  you  believe  that  a  judge  would  release  two  mob  leader?  (The  son  had  vowed  to  avenge  his  father's 

"reputed  organized  crime  figures,"  caught  at  the  end  of  death.)  All  the  two  gunmen  had  to  do  was  post  $5,000 

a  20-block  chase  by  the  police,  after  said  "crime  fig-  on  a  $50,000  bond. 

ures"  had  pumped  eight  bullets  into  the  son  of  a  slain  Naturally,  they  haven't  shown  up  since. 
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AMONG  THOSE  EXTRAORDINARY  SECRET  TAPES  MADE  BY  FDR 


that  were  recently  revealed  in  an  absorbing  issue  of  Ameri- 
can Heritage,  there  is  one  transcript  during  which  FDR 
expresses  upset  and  anger  that  old  friend  Scripps-Howard 
CEO  Roy  Howard  is  bad-mouthing  him.  It  was  some 
weeks  before  the  1940  election,  when  FDR  was  seeking  an 
unprecedented  third  term  and  his  Republican  opponent 
was  Wendell  Willkie. 

I  was  surprised  that  Franklin  Roosevelt  was  surprised  at 
Roy  Howard's  opposition. 

For  many  years  Roy,  along  with  Wendell  Willkie,  was 
one  of  the  regulars  at  my  father's  monthly  poker  game. 
Until  his  totally  surprising  upset  nomination  over  Thom- 
as Dewey  in  Philadelphia,  Willkie,  who  headed  the  Com- 
monwealth &.  Southern  utility,  was  known  only  within 
the  business  community.  This  close-knit  group  of  regular 
pokering  cronies  included  Metropolitan  Life's  dour  chief 
Leroy  Lincoln  (who  hated  anteing  up);  Underwood's  Phil 
Wagoner;  Pete  Jones,  the  man  who  transformed  Cities 
Service  from  a  utility  to  a  then  oil  giant;  and  the  man  who 
made  Coca-Cola  a  legend,  Bob  Woodruff  (now  93). 

I  remember  the  warm,  close  and  very  real  friendship 
between  Roy  Howard  and  Wendell  Willkie  because,  when 


another  player  was  needed,  my  father  would  draft  either 
me  or  my  late  brother  Bruce  to  fill  in.  Though  the  stakes 
were  modest,  with  a  dollar  limit,  it  was  more  than  we 
could  afford,  so  my  father's  deal  with  his  sons  was:  "I'll 
pay  half  your  losses,  and  you  can  keep  your  winnings." 

When  talk  of  Willkie  as  a  Republican  presidential  pros- 
pect first  began,  it  seemed  outlandish.  Dewey  was  front- 
runner  by  a  good  margin,  with  such  other  politicos  as 
Robert  Taft  and  Arthur  Vandcnberg  chasing  the  prize.  But 
even  before  the  Willkie  prairie  fire  flamed,  around  that 
poker  table  Roy  Howard  was  among  those  earnestly  urging 
good  buddy  Wendell  to  run. 

We've  largely  forgotten  how  big  an  issue  a  presidential 
third  term  was  presumed  to  be.  George  Washington  had 
made  that  a  no-no.  Even  such  old  political  hands  as  Jim 
Farley,  who'd  masterminded  FDR's  sweeps  in  1932  and 
1936,  drew  the  line  at  a  third  term. 

Those  secret  tapes — apparently  the  first  of  the  Oval 
Office's  many  since — brought  back  these  memories.  It's 
fun  now  to  realize  that,  as  a  teenager,  I  knew  Roy  Howard 
was  for  Wendell  Willkie  before  his  friend  President  Frank- 
lin D.  Roosevelt  did. 


NO  ONE'S  DULL  WHO 

shines  at  something. 


RESULTS  OFTEN  FOLLOW 

when  adrenalin  flows. 


By  M.S.  Forbes  Jr. 


Treasury  Secretary  Donald  Regan 
is  campaigning  to  eliminate  the 
prime  rate's  role  as  the  benchmark 
of  our  interest  rate  structure.  His 
effort  here  misses  the  point.  What 
will  truly  revive  the  economy  is  an 
easier,  more  sensible  monetary  poli- 
cy, not  a  remodeled  prime. 

The  prime  is  no  longer  the  lowest 
price  a  bank  charges  its  most  cred- 
itworthy customer  on  a  loan,  and  so 
Regan  and  a  number  of  economists 
believe  that  it  gives  a  misleading 
picture  as  to  how  high  interest  rates 
actually  are.  This  discourages  con- 
sumers from  borrowing,  which,  in 
turn,  prolongs  the  slump.  More  im- 
portant, the  prime  is  the  base  to 
which  interest  rates  on  loans  to 
small  businesses  are  pegged.  If  it  is 
too  high,  small  businesses  are 
squeezed — and  trapped.  Unlike 
their  larger  brethren,  they  have  few 
alternative  credit  sources  available. 

The  Secretary  would  substitute  a 
yardstick  based  on  the  commercial 
paper  rate  (which  is  what  compa- 
nies pay  when  they  borrow  from 


MISGUIDED  CAMPAIGN 

each  other)  plus  half  a  percentage 
point.  Regan  is  technically  correct 
in  thinking  that  the  prime  no  longer 
meets  its  original  definition.  Com- 
mercial paper  rates  went  as  low  as 
10.5%  in  recent  weeks,  while  the 
prime  stayed  at  13.5%.  But  he's 
mistaken  in  believing  that  a  rede- 
fined prime  would  induce  people  to 
borrow  more  or  would  relieve  hard- 
pressed  businesses. 

Most  consumer  loans  arc  not  tied 
to  the  prime  and  are  normally  far 
above  it.  Adjustable  home  mortgage 
rates  arc  usually  pegged  to  Treasury 
issues. 

Would  small  businesses  pay  less 
with  a  new,  presumably  lower, 
prime-  Unlikely.  A  bank  might  lend 
money  to  a  small  borrower  at  4% 
above  the  new  prime,  instead  of  2% 
above  the  old  one. 

SHORT  AND  USEFUL  READING 

In  these  turbulent  times,  eco- 
nomic policymakers  would  do  well 
to  read  a  handful  of  pages  at  the  end 
of  Milton  Friedman's  enormously 
influential  The  Monetary  History  of 
the  U.S.,  1867-1960.  This  book  pro- 


vided the  foundation  for  the  theory 
of  monetarism,  which  has  played  no 
small  part  in  creating  the  financial 
mess  we're  in  today.  The  short  post- 
script, though,  was  not  written  by 
Friedman,  and  if  finance  ministers 
and  economists  had  paid  it  more 
heed,  we'd  all  have  been  the  better 
off  for  it. 

Friedman's  op~us  was  published  in 
1962  by  the  National  Bureau  of  Eco- 
nomic Research,  whose  chairman 
then  was  Albert  Hettinger  Jr.,  a  part- 
ner at  Lazard  Frcrcs  and  one  of  the 
most  successful  money  managers. 
His  post  entitled  him  to  a  few  com- 
ments at  the  end  of  the  book.  Het- 
tinger had  qualms  that  could  apply 
to  most  any  economic  theory.  One 
of  them:  "Monetary  policy,  in  final 
analysis,  acts  on  men  whose  con- 
duct is  not  predictable;  it  neither 
operates  in  a  vacuum  nor  in  a  world 
in  which  all  other  factors  can  be 
taken  as  constant." 

Hettinger  also  had  a  rule,  which 
commercial  bankers  would  be  more 
receptive  to  today  than  a  few 
months  ago:  "The  time  to  call  your 
loan  is  before  you  make  it." 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mind.-MSF 


Circular  Problem 

You  can  feed  new  dollars  into  the 
system,  but  how  do  you  feed  people 
the  confidence  to  borrow  and  invest 
them? 

Consider:  If  the  projected  budget 
deficits  were  smaller,  interest  rates 
would  be  lower  because  Treasury  bor- 
rowing and  inflationary  expectations 
would  case.  Yet  if  only  interest  rates 
were  lower,  the  budget  defict  would 
be  smaller  (because  tax  receipts 
would  be  higher;  expenditures  lower). 
It  is  one  of  those  circular  problems. 
One  Fed  governor  acknowledged, 
"You  can  push  the  economy  so  hard 
to  kill  inflation  that  you  discourage 
the  investment  that  killing  inflation 
was  meant  to  stimulate." 

— author  Andrew  Tobias, 

from  "A  Talk  with  Paul  Volcker," 
New  York  Times  Magazine 

Status  Job 

Today,  the  education  industry  is 
run  for  the  convenience  of  its  admin- 
istrators and  faculty,  just  as  the  gov- 


ernment is  run  for  the  convenience  of 
bureaucrats.  Gifted  teachers  aspire  to 
be  administrators,  to  win  large  re- 
search grants,  to  go  to  conferences. 
But  it  has  been  different  .  .  .  just  plain 
"teacher"  was  the  status  job  at  Co- 
lumbia College  for  a  while.  People 
like  Lionel  Trilling,  Mark  Van  Doren 
and  Joseph  Wood  Krutch  taught 
classes  of  15  to  30  undergraduates, 
and  looked  down  their  noses  at  the 
self-important  Ph.D.s  who  thought 
that  research  and  contracting  was  the 
name  of  the  game. 

—by  Charles  Peters,  editor- 
in-chief,  Washington  Monthly 

Drumming  Up  Votes 

Anticipating  the  release  of  double- 
digit  unemployment  figures  before 
the  November  elections,  the  Associ- 
ation of  House  Democratic  Press  As- 
sistants has  sent  its  members  an  advi- 
sory on  how  to  exploit  the  bad  news 
for  their  bosses'  political  benefit. 

Among  the  political  tips:  Arrange 
for  their  Congressman  to  visit  a  lo- 


cal unemployment  compensation  of- 
fice to  talk  with  the  jobless;  have 
him  meet  with  both  unions  and  in- 
dustry executives  to  emphasize  the 
hardship  on  both  sides,  and  arrange 
for  him  to  hold  a  news  conference 
at  a  plant  that  has  been  shut  down, 
or  at  a  closed  construction  site  that 
"visually  evokes  the  hardship  of  un- 
employment." 

Finally,  it  is  suggested  that  they  use 


I  just  wish  those  who  bear 
such  a  heavy  burden  for 
overspending  and  taxing  us 
into  this  recession  could  re- 
sist playing  politics  with  the 
problems  they  caused. 

— President  Reagan 


a  30-second  television  commercial 
produced  by  the  Democratic  Congres- 
sional Campaign  Committee  that 
shows  one  of  today's  unemployment 
lines  fading  into  one  from  the  Depres- 
sion of  the  1930s. 

— New  York  Times 

Lambs  to  Slaughter 

Interviewed  at  a  garden  party  in 
Buckingham  Palace,  the  sometime 
Mayor  of  Cambridge,  Lady  Trumping- 
ton,  said:  "Let  sheep  be  driven  across 
the  fields  of  unexploded  mines  in  the 
Falklands.  I  will  willingly  contribute 
some  sheep.  I  speak  as  an  animal  lover 
and  a  member  of  the  Animal  Health 
Trust's  Council." 

— Private  Eye 

How  to  Get  a  Girl 

Chairman  Lee  Iacocca,  on  driving 
Chrysler's  new  convertible:  "I  was 
like  the  Pied  Piper — girls  jumped  in 
the  car  again." 

Skyhooked  Lawn  Chair 

A  man  with  45  weather  balloons 
rigged  to  a  lawn  chair  took  a  45-min- 
ute  ride  up  to  16,000  feet  over  Long 
Beach,  Calif.,  before  he  got  cold,  shot 
some  balloons  with  a  pellet  gun  and 
crashed  into  a  power  line. 

Larry  Walters,  a  truck  driver,  was 
not  hurt.  Regional  safety  inspector 
Neal  Savoy  said  the  flying  lawn  chair 
was  spotted  by  jetliner  pilots.  "We 
know  he  broke  some  part  of  the  law. 
As  soon  as  we  decide  which  part  it 
is,  some  type  of  charge  will  be  filed," 
Savoy  said.  "If  he  had  a  pilot's  li- 
cense, we'd  suspend  that.  But  he 
doesn't,"  he  added. 

— press  reports 


"What  kills  me  about  Washington  is  all  these  goddam  stairs!" 
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Introducing 

WvnoCare 
Standard 
Guarantee 

and 
WvnoCare 

Plus 


Wang  has  much 
higher  standards 

than  any  other 
computer  company 


When  it  comes  to  making 
computers,  we  like  to  think  our 
standards  are  pretty  high.  And 
those  standards  are  the  reason 
Wang  can  introduce  a  new  stan- 
dard in  service. 

Introducing  the  WangCare 
Guarantee. 

No  computer  company  has 
ever  offered  a  service  plan  as 
comprehensive  as  this  one.  And 
WangCare  Guarantee  comes 
standard  with  Wang  contracted 
maintenance  agreements  on 
most  Wang  computer  and  word 
processing  systems. 


You  get  guaranteed  uptime. 
And  we'll  even  guarantee  to 
replace  equipment  that  causes 
a  persistent  problem. 

Introducing  WangCare  Plus. 

This  optional  plan  is  avail- 
able in  most  areas  of  the  country, 
for  a  small  surcharge. 

And  like  the  name  says,  it 
gives  you  even  bigger  guarantees 
on  most  Wang  computers  and 
word  processing  systems. 

We  guarantee  even  more 
uptime. 

We  guarantee  service 
response  time. 

We  guarantee  to  replace 
equipment  that  causes  persistent 
problems. 


And  if  we  don't  meet  our  up- 
time or  response  time  guarantees, 
we'll  credit  a  portion  of  your 
surcharge. 

For  more  information  on 
WangCare  Guarantee  and 
WangCare  Plus  policies,  call  your 
local  Wang  sales  office  or  1-800- 
343-0943.  In  Massachusetts, 
call  1-800-322-0325.  Or  write 
Wang  Laboratories,  Inc.,  Cus- 
tomer Liaison  Department,  437 
South  Union  Street,  Lawrence, 
MA  01843. 

Now  we  not  only  have  the 
best  computers  and  word  proces- 
sors. We  have  the  best  service 
guarantees  to  go  with  them. 


The  Office  Automation  Computer  Company 
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Why  a  new  phone  system  in  Stuttgart 
should  interest  investors  on  Wall  Street. 


-J 


A.'lj  ;. 


In  the  German  cities  of 
Stuttgart  and  Heilbronn,  an  extraor- 
dinary new  telephone  system,  in 
operation  within  the  public  network, 
is  being  evaluated. 

It's  called  System  12™-and 
the  Deutsche  Bundespost,  the 
German  telephone  administration, 
is  looking  to  it  to  meet  their  needs 
far  into  the  future. 

Germany  is  the  latest  in  the  list 
of  countries  to  recognize  the 
advantages  of  System  12  (Belgium 
and  Mexico  have  trial  systems  in 
operation).  To  date,  over  2,250,000 
equivalent  lines  are  on  order  or 
installed  in  countries  around  the 
world. 

What  makes  System  12  so 
remarkable—  besides  the  fact  that 
it's  fully  digital— is  a  radical,  new 
design  called  fully  distributed  con- 
trol, that  allows  the  telephone  net- 
work to  grow  or  change  almost 
without  limit. 

This  unique  design  was  devel- 
oped by  a  brilliant  group  of  engi- 
neers from  nine  countries.  The  kind 
of  people  who  can  make  a  com- 
pany a  very  sound  investment. 

The  company  they  work  for9 
ITT.  International  telephone  and 
Telegraph  Corporation. 

At  ITT,  we're  investing  in 
the  future.  c 

What  are 
you  investing  in? 


II 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


A  BLUE  CHRISTMAS 

Christmas  sales  used  to  begin  at  Thanksgiving.  Then  the  season 
crept  back  to  Columbus  Day.  This  year  some  stores,  Brooks  Brothers 
for  one,  had  their  Christmas  catalogs  in  the  mail  in  September.  Why 
the  rush  to  build  an  80-day  shopping  season?  Some  merchandisers  fear 
that  Santa  Claus  won't  come  at  all. 


What  sells, 
sells  well — 
but  everything  else 
is  dead 


Fear  of  buying 
holds  back 
the  recovery 


How  the  Grinch 
stole  a 
tax  cut 


Despite  the  gloomy  statistics,  these  worries  are  excessive.  It  has 
been  a  good  year  for  many  retailers.  At  Toys  'R'  Us,  for  example,  sales 
are  running  25%  ahead  of  1981.  "We're  taking  a  very  optimistic  view 
and  ordering  accordingly,"  says  Vice  President  Norman  Ricken.  Be- 
cause inventories  are  so  lean,  in  fact,  there  is  more  room  on  the  shelves 
for  popular  items  like  home  computers  and  electronic  games.  On  the 
other  hand,  there  is  little  advance  stockpiling  for  slow  movers  like 
major  appliances.  That  means  retailers  think  this  year's  two-tier 
market  will  continue  through  Christmas.  The  hits  will  move  right  off 
the  shelves,  but  cars  and  other  big-ticket  purchases  will  get  less 
attention. 

Consumers  are  leery  of  making  the  big  buy  because  interest  rates 
remain  in  the  stratosphere.  But  fear  of  unemployment  is  almost  as  big 
a  factor.  "When  you've  got  one  guy  on  the  block  out  of  work,  everyone 
gets  afraid,"  explains  Robert  Schultz  of  Econolytics,  Inc.  If  unemploy- 
ment reaches  10%  before  year-end,  as  many  economists  expect,  those 
fears  will  increase,  pushing  the  recovery  off  until  spring. 

That's  why  even  the  most  optimistic  retailers — those  with  the  hottest 
items — are  expecting  a  very  cold  January,  February  and  March.  Surpris- 
ingly, one  area  posting  poor  retail  sales  gains  will  be  the  Southwest, 
which  is  suffering  from  depressed  energy  prices  and  the  peso  devalu- 
ation. By  contrast,  good  seasonal  profit  gains  will  come  in  the  troubled 
heartland,  particularly  the  upper  Midwest.  The  reason,  sadly,  is  re- 
duced competition  caused  by  the  fact  that  so  many  retailers  in  the  area 
have  already  closed  their  doors. 

Consumers  everywhere  are  in  surprisingly  strong  financial  shape. 
They  have  ample  cash  on  hand,  while  purchases  and  debt  have  been 
cut  back  sharply.  Still,  people  are  not  spending  the  way  optimists 
predicted.  A  little-noticed,  but  major,  reason  is  that  the  July  tax  cut, 
which  was  supposed  to  spur  the  recovery,  has  been  stolen,  Grinch-like, 
by  the  U.S.  Treasury.  Here's  how:  New  withholding  schedules  pre- 
vented anyone  earning  over  $20,000  from  getting  anything  but  a  token 
cut  in  July.  The  money  has  been  withheld  and  will  come  out  of 
government  coffers  when  returns  are  filed  early  next  year.  That  should 
help  chances  for  a  spring  recovery. 

Offsetting  hikes  in  state  and  local  taxes  were  another  reason  the 
midyear  tax  cut  was  a  nonevent.  More  increases  will  go  into  effect 
early  next  year  as  officials  scramble  to  make  up  for  shortfalls  caused  by 
the  ongoing  recession  and  steep  federal  cutbacks.  Astute  corporate 
treasurers  are  already  doing  tax  planning  to  minimize  the  effect  of 
higher  state  and  local  rates.  (See  p.  68.) 
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The  Forbes  Index 


forbes Index 
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More  erosion.  For  the  second  time  in  a  row,  the  Forbes 
Index  has  fallen  into  the  negative  column.  The  main 
depressant  was  unemployment  claims,  which  jumped 
18.2%.  More  bad  news  came  from  manufacturers'  new 
orders,  which  fell  2.5%  in  August.  That  decline  hits 
especially  hard  because  it  follows  a  6%  gain  in  July. 
Further  evidence  that  the  recession  is  not  over  comes 


from  inventories,  which  fell  0.2%  during  the  latest  report- 
ing period  and  are  still  being  cut  back.  Personal  income, 
though  in  the  plus  column,  rose  by  a  meager  0.2%.  There 
is,  however,  a  bright  note  on  the  inflation  front.  The 
Consumer  Price  Index  posted  a  0.2%  gain,  well  below 
July's  0.6%  increase.  Prices  for  the  services  component, 
by  contrast,  rose  at  a  0.6%  rate. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  ior  unemployment  com- 
pensation, the  cost  of  services  relative  to  ail  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right 
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Ming  and  Sotheby  's 


This  Imperial  Ming  jar  bears  the  reign  mark  of  the  fifteenth  their  scholarly  catalogues  circulated  worldwide,  their  pres- 

century  Emperor  Xuande.  It  is  one  of  only  two  such  jars  ence  in  NewYork,  London,  Hong  Kong, Tokyo  and  Taipei  have 

known  in  the  world.  The  other  is  in  the  Metropolitan  played  an  essential  role  in  developing  the  international 

Museum  of  Art.  Sotheby's  sold  this  jar  for  Sl,430,000,  nearly  market  in  Oriental  art.  For  information  about  buying  or 

double  the  previous  auction  record  for  Oriental  art.  The  prior  selling  fine  works  of  art,  contact  Sotheby's,  1334  York  Avenue 

record  had  also  been  set  by  Sotheby's.  Sotheby's  expertise,  at  72nd  Street,  New  York,  New  York  10021.  (212)  472-3400. 

SOTHEBY'S 

The  masters  at  auction  since  1744. 

©  1982  Sotheby  Parke  Bemet  lnc 


is  unthinkable. 


1 1  is  rather  puzzling  why  some 
carmakers  are  still  building 
low-performance  luxury  cars. 

Here  in  Bavaria,  Audi  engineers 
find  it  inconceivable  that  a  true  lux- 
ury car  can't  maneuver  through  the 
mountain  roads  of  Oberbayern  with- 
out stumbling,  or  rocket  down  the 
Munich-Salzburg  Autobahn  without 
maintaining  directional  control. 

Yet,  somehow  in  this  more  enlight- 
ened engineering  era,  the  quaint  no- 
tion that  a  luxury  car  can  get  by  on 
flashy  upholstery  alone  endures. 

Such  myopic  thinking  wouldn't 
endure  for  a  moment  here  in  the 
Bavarian  works  of  Audi. 

We  have  never  sacrificed  mindful 
performance  for  mindless  luxury. 

Granted,  we  do  appreciate  thick 
carpets,  sumptuous  seats  and  the  like. 
So,  a  luxury  Audi  comes  replete  with 
thedt'  rigueur  amenities  that  the  mod- 
ern world  expects  in  a  car. 

But  it  also  comes  replete  with 
something  else:  legendary  engineer- 
ing finesse. 

And  that  is  what  makes  an  Audi  an 
Audi. 

Nearly  50  years  ago  when  Audi 
Grand  Prix  racers  dominated  European 
circuits,  our  engineers  were  already  de- 
veloping high-performance  engines, 
transmissions  and  suspensions. 

Audi's  worldwide  reputation  for 
precision,  high-performance  luxury 
cars  is  based  on  this  evolutionary, 
thoughtful  philosophy. 

As  a  result,  Audi  is  one  of  but  a  few 
carmakers  not  frantically  retooling 
entire  fleets  of  overweight,  under- 
engineered  automobiles. 

Instead,  we  are  engaged  in  produc- 
ing luxury  cars  that  are  technologi- 
cally advanced. 

If  few  cars  in  America  handle  like 
an  Audi,  it's  because  no  car  sold  in 
America  has  Audi's  51  years  of  front- 
wheel  drive  expertise. 


If  few  production  cars  in  the  world 
equal  the  performance  of  our  new 
Quattro,  it's  because  no  other  car  has 
the  all-wheel  drive,  turbo-powered 
technology  of  this  newest  Audi. 

Searching  constantly  for  new  in- 
novations, such  as  our  high- 
efficiency  five-cylinder  engines, 
negative  steering  roll  radius,  and  tor- 
sion crank  rear  axles  is  what  makes 
Audi  engineering  unique. 

It  makes  every  Audi  we  build  a 
driver's  car.  A  performance  car. 

Indeed,  it's  not  surprising  that 
Audi  offers  perhaps  the  greatest  vari- 
ety of  performance-oriented  German 
automobiles  sold  in  America. 

After  all,  who  takes  performance 
more  seriously  than  Audi? 

For  your  nearest  Porsche  Audi 
dealer  or  details  on  the  Audi  Delivery 
In  Europe  Program,  call  toll  free 
(800)  447-4700.  In  Illinois,  (800) 
322-4400. 

The  5000  Turbo 

The  luxury  flagship  sedan  of  the 
Audi  marque.  Available  in  Turbo 
Diesel  and  Turbo  Gas  models.  Both  a 
rare  blend  of  performance  and  luxury. 

The  Quattro 

Extremely  fast,  zero  to  50  in  5.3 
seconds.  Top  track  speed  of  128  mph. 
All-wheel  drive  traction  establishes 
new  parameters  in  road  holding. 

The  Coupe 

So  exciting  with  its  aerodynamic 
bold  styling,  speed  and  handling, 
Road  &  Track  named  the  Audi  Coupe 
"best  sports  coupe  for  the  '80s." 

The  4000 

May  be  the  best  value  in  a  Euro- 
pean sedan.  Front-wheel  drive  ex- 
citement with  high-efficiency  engine 
and  power-train.  c  \m  Porsche  Audi 

POFSCHE-AUDI 


Audi:  the  art  of  engineering. 


From  0  to 55,134  feet  in  exactly 
1  hour  9  minutes  and  42  seconds. 


1972 
Julian  Noll 
36.000  (set 


Everest 
29  028  feel 


The  most  advanced  technol- 
ogy and  materials  were 
incorporated. 

For  example,  the  pressur- 
ized cabin  was  constructed  of 
the  very  latest  composite  plas- 
tic, effecting  a  weight  saving  of 
nearly  80  percent  over  conven- 
tional materials. 

One  vital  piece  of  Julian 
Notts  equipment,  however,  re- 
mained unchanged  from  his 
1974  ascent. 

His  watch.  A  Rolex  Oyster. 
"It  came  under  the  same  close 
scrutiny  as  everything  else," 
remarked  Julian,  "but,  personal 
preferences  aside,  its  inclusion 
was  never  really  in 
doubt." 

In  1980,  in  the  early 
hours  of  a  late  Oc- 
tober morning,  in 
Denver,  Julian  Nott 
and  his  hot  air  bal- 
loon Innovation  be- 
gan the  record-break- 
ing attempt. 

Using  his  Rolex 
Oyster  to  enable  him 
to  always  match  the 
computer-designated 
optimum  rate  of  climb, 
he  rose  to  a  height  of 
55,134  feet.  A  new 
world  record. 

The  world's  top  bal- 
loonists  are  now  turn- 
ing their  attentions  to 


the  circumnavigation  of  the! 
earth. 

Julian  Nott  is  one  of  them. 

"Of  course,  choice  of  equip- 
ment will  be  crucial  for  this  trip 
too,"  he  says.  "But  I'll  be  very 
surprised  if  the  first  watch  to 
go  around  the  world  by  balloon 
isn't  a  Rolex."  He  smiles. 
"Even  if  it's  not  mine." 


f 

Julian  Nott  makes  final  pre-flight  checks. 

Nothing  inspires  a  world 
record  holder  more  than  the 
capture  of  his  world  record. 

In  1979,  it  happened 
to  Julian  Nott. 

A  competitor  soared 
to  52,000  feet  in  a  hot 
air  balloon,  exceeding 
Notts  1974  record  by 
more  than  6,000  feet. 

But  Julian  Nott  re- 
fused to  accept  defeat. 

Working  with  a 
team  of  dedicated  ex- 
perts, he  spent  13 
months  meticulously 
planning  to  regain  the 
record. 

If  he  was  to  suc- 
ceed, he  would  have  to 
pilot  his  balloon  into 
the  top  ten  percent  of 
the  atmosphere.  A 
barometric  desert 
where  freezing  tem- 
peratures, lack  of  oxy- 
gen and  virtually  non- 
existent air  pressure 
pose  a  constant  threat 
to  both  man  and  machine. 

Every  piece  of  equipment  for 
the  ascent  was  chosen  with 
agonizing  attention  to  detail. 

The  Rolex  GMT-Master  Oyster  Chronometer.  Available  in  18kt.  gold,  stainless  stei 
or  steel  and  gold  combination.  All  with  matching  bracelets. 

Write  for  brochure.  Rolex  Watch,  U.S.A..  Inc..  Dept.  143.  Rolex  Building.  665  Fifth  Avenue,  New  York.  N.Y.  10022-5383. 
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The  record  since  1972. 


Forbes 


[For  more  than  a  decade  now,  Wall  Street 
\has  been  waiting  for  the  old  high-growth 
tXerox  to  reappear.  Well,  the  Second  Com- 
ing may  be  close  at  hand. 

Strengthening 
"the  beating 
heart1' 


By  Stephen  Kindel 
and  Subrata  N.  Chakravarty 

It's  been  a  long  time  since  any- 
one has  had  nice  things  to  say 
about  Xerox.  For  over  a  decade  the 
58.7  billion  office  equipment  maker 
pas  been  noted  more  for  its  mistakes 
(than  its  successes.  Wasn't  Xerox  the 
company  that  spent  about  $1  billion 
mm  Scientific  Data  Systems  in  1969, 
'•only  to  fold  the  company  in  1975  at  a 
I  writeoff  of  $84  million?  Wasn't 
■  Xerox  the  company  that  ignored 
the  inroads  of  the  Japanese  copier 
manufacturers,  so  that  it  com- 
!  oletely  lost  the  low  end  of  its  busi- 
ness, and  saw  its  market  share 
i  :rode  from  a  dominating  70%  in 
.11972  to  45%  today?  And  wasn't 
Xerox  the  company  that  had  to  re- 
call its  vaunted  middle-range  3300 
i  :opier  because  of  technical  prob- 
ems,  before  relaunching  it  three 
(years  ago?  All  of  that,  and  more. 
The  results  showed  up  in  Xerox' 
Profitability — $215  million  on  con- 
tinuing operations  this  year,  down 
j?2%   from   1981— and  on  Wall 
ptreet.  Its  once-proud  price/earn- 
f.ngs  multiple  of  54  in  1972  is  now  a 
paltry  5. 

|  But  that  was  yesterday.  In  recent 
months  there  have  been  some  im- 
portant signs  of  change  at  Xerox: 
•  It  has  consolidated  its  leader- 


ship in  the  race  for  the  office  of  the 
future  by  winning  acceptance  for  its 
Ethernet — a  communications  net- 
work to  link  office  machines — as  a  de 
facto  standard  by  both  the  Institute 
for  Electrical  &  Electronics  Engineers 
and  the  European  Computer  Manu- 
facturers Association.  More  than  50 
companies,  so  far,  will  manufacture 
products  to  the  Ethernet  standards. 

•  Xerox  has  developed  a  coherent 
strategy  for  its  $1.2  billion  (sales)  In- 


Xerox  President  David  T.  Kearns 
"No  more  shoes  to  drop." 


formation  Products  Group:  to  produce 
the  system  that  will  someday  auto- 
mate the  office,  to  build  machines 
that  will  plug  into  it  and  to  make  each 
piece  profitable.  While  the  group  is 
still  not  profitable,  certain  of  its  prod- 
ucts, particularly  the  600  series  elec- 
tronic typewriters,  are  already  well 
into  the  black.  Overall  the  group  is 
growing  at  35%  to  40%  a  year. 

•  It  has  consolidated  its  position  in 
the  office  equipment  peripherals  mar- 
ket. Shugart  Associates,  at  $300  mil- 
lion in  sales,  is  the  world's  largest 
manufacturer  of  floppy  disk  drives, 
with  a  commanding  60%  market 
share.  Diablo  sells  $200  million 
worth  of  daisy-wheel  printers,  chiefly 
as  original  equipment  for  other  com- 
puter makers.  Its  share  of  the  printer 
market  is  estimated  at  30%  to  40%. 
Century  Data  Systems  sells  more 
than  $100  million  of  hard  disk  drives 
a  year.  The  Printing  Systems  division 
is  currently  selling  $225  million 
worth  of  laser  printers,  with  only  IBM 
the  major  competitor. 

•  The  company  has  introduced  two 
new  copiers,  the  1045  and  the  1075, 
with  manufacturing  costs  at  about 
half  that  of  the  machines  they  replace. 
The  new  copiers  produce  exceptional 
high-resolution  copies  at  the  medium 

and  upper  ranges  of  copier  volume. 
The  1045  and  1075,  says  Xerox 
President  David  T.  Kearns,  repre- 
sent "the  most  significant  product 
announcements  in  Xerox  history." 
Xerox  has  also  come  out  with  the 
2830,  designed  to  compete  head-on 
with  lower-price  Japanese  copiers. 
The  three  copiers  together  are  only 
the  beginning  of  what  Shelby  Car- 
ter, a  corporate  vice  president-copi- 
ers, calls  the  "defense  of  the  beat- 
ing heart  of  Xerox."  That  defense 
includes  spending  more  than  $400 
million  on  copier  research  and  de- 
velopment this  year,  and  as  much 
in  1983  and  1984. 

So  why  doesn't  anyone  sit  up  and 
take  notice?  Partly  because  Xerox 
has  done  some  other  things  that 
have  upstaged  the  good  news.  The 
day  before  Xerox  announced  its 
new  copiers,  it  was  forced  by  ru- 
mors to  announce  that  it  would  be 
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spending  $1.6  billion  for  the  purchase 
of  Crum  &  Forster,  a  $1.9  billion  (rev- 
enues) property  and  casualty  insurer 
that  is  above  average  in  its  field.  This 
immediately  brought  out  the  wolves, 
who  charged  that  a)  Xerox  was  once 
again  going  off  into  fields  in  which  it 
had  no  familiarity,  as  it  did  with  SDS; 
b)  Xerox,  frustrated  by  its  falling  copier 
market  share,  was  preparing  to  aban- 
don that  business  entirely;  or  c)  both. 

The  answer,  says  Kearns,  is  none  of 
the  above.  With  interest  rates  down  to 
13%,  he  explains,  "We  decided  that 
this  was  a  good  time  to  leverage  our 
balance  sheet  with  a  high-growth 
company  that  wouldn't  drain  resourc- 
es. We  narrowed  it  down  to  financial 
services,  then  property  and  casualty. 
That  led  us  to  Crum  &  Forster."  And 
ultimately,  Kearns  obviously  hopes, 
the  knowhow  and  the  muscle  to  sup- 
port a  major  leasing  effort  for  the  of- 
fice of  the  future.  In  the  meantime,  as 
the  insurance  industry  comes  out  of 
its  three-year  trough,  Crum  &  Forster 
could  add  substantially  to  Xerox' 
earnings. 

The  other  ripple  in  the  water  was  the 
announcement,  barely  two  months 
after  the  reorganization  of  Xerox'  of- 
fice-of-the-future  effort,  that  Donald 
Massaro  and  David  Liddle,  who  head- 
ed the  Office  Systems  Division  and 
R&D  effort,  respectively,  had  re- 
signed. The  two  have  formed  a  new 
company,  Metaphor  Corp.,  to  manu- 
facture data-processing  products  for 
the  office.  This  immediately  triggered 
fears  that  the  Office  Systems  Division 
had  lost  its  mandate  at  Xerox.  But 
nothing  could  be  further  from  the 
truth.  The  newly  promoted  William 
Bayer,  William  Jackson  and  John 
Shoch  have  impressive  track  records. 
Bayer,  the  group's  new  senior  vice 
president  for  operations,  has  already 
pulled  together  the  peripheral  mak- 
ers— among  them  Shugart,  Diablo  and 
Century  Data — and  molded  them  into 
strong  operating  divisions.  Jackson, 
head  of  the  newly  reorganized  Office 
Products  Division,  is  responsible  for 
Xerox'  successful  600  series  electronic 
typewriters.  John  Shoch,  now  head  of 
the  Office  Systems  Division,  has  spent 
nearly  all  his  career  in  research,  having 
been  involved  in  all  phases  of  the 
tough  fight  to  get  Ethernet  accepted  as 
a  standard  system,  a  fight  that  Shoch, 
33,  regards  as  a  major  triumph:  "We've 
won  the  war.  Ethernet  is  no  longer 
subject  to  debate.  It's  here,  it's  in- 
stalled and  it  works." 

By  1984,  says  Kearns,  all  compo- 
nents of  the  strategy  will  come  to- 
gether. More  important,  he  insists: 
"There  will  be  no  more  shoes  to 
drop."  ■ 


Killing  Woolco  was  a  tough  decision — sol 
tough  that  Woolworth  waited  for  an  out- 
side push  before  biting  the  bullet. 


Thanks — 
to  the  banks 


By  Howard  Rudnksky 


Y1  ou  don't  hear  many  good 
words  for  bankers  these  days. 
But  in  the  sorry  tale  of  Wool- 
worth's  restructuring,  they  may  have 
acted  with  more  responsibility  than 
anyone  else. 

Last  month  the  103-year-old  retail- 
er announced  that  it  would  take  a 
$325  million  aftertax  writeoff  by  clos- 
ing its  moneylosing  U.S.  Woolco  sub- 
sidiary. The  same  week  Woolworth 
disclosed  plans  to  raise  $244  million 
in  cash  by  selling  its  52.6%  stake  in 
British  Woolworth  to  a  group  of  insti- 
tutional investors. 

Those  moves  played  well  on  Wall 
Street,  with  Woolworth  shares  up  al- 
most $3,  to  $25.50,  in  the  wake  of  the 
news.  No  wonder:  Closing  Woolco 
stops  heavy  operating  losses  and  re- 
duces expensive  short-term  borrow- 
ing needs,  while  cash  from  the  British 
sale  will  reduce  the  company's  mas- 
sive $1.5  billion  in  total  debt. 

The  real  question  is  why  Woolco 
lingered  around  so  long.  The  Woolco 
discount  subsidiary  has  rarely  been 


profitable  in  its  20-year  history.  With 
embarrassing  regularity,  however, 
Woolworth  executives  voiced  opti- 
mism for  a  coming  turnaround — most 
recently  when  Chairman  Edward  Gib- 
bons hired  Woolco  President  Bruce 
Allbnght  from  Dayton-Hudson  late| 
last  year. 

Woolworth's  bankers,  however, 
didn't  see  the  world  so  optimistically. 
One  of  them,  Irving  Trust  Chairman 
Gordon  Wallis,  had  been  a  Woolworth 
director  since  1973.  But  he  left  the 
board  last  spring.  Irving  is  a  key  Wool- 
worth  lender,  and  Wallis  and  other 
creditors  reportedly  became  alarmed 
about  Woolco's  continued  need  for 
borrowing.  The  discount  chain,  they 
feared,  could  undermine  profitable 
businesses  like  Kinney  Shoe  and 
Woolworth's  1,300  variety  stores. 
With  memories  of  Korvettes'  and 
W.T.  Grant  fresh  in  their  minds, 
Woolworth's  bankers  were  worried. 

During  the  summer  they  put  pres- 
sure on  management  to  sharply  cur- 
tail Woolco's  operations  and  to  raise 
cash.  Eventually,  management  and  di- 
rectors agreed  to  sell  the  company's 


Otie  of  the  336  Woolco  stores  to  be  closed 
A  stunning  surprise,  but  long  overdue. 
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i  British  investment.  But  with  that  deal 
:  moving  slowly  and  the  U.S.  recession 
I  getting  deeper,  the  bankers  increased 
I  their  pressure.  A  short  while  later 
i  came  the  stunning  announcement  of 
Woolco's  closing. 
Why  didn't  Woolworth  move  years 
j  sooner?  Composition  of  the  board 
i;  provides  a  key  insight:  Of  the  14  di- 
rectors, 7  are  either  current  or  former 
Woolworth  executives,  including  Les- 
I  ter  Burcham,  John  Lynn  and  John  Sul- 
livan. The  outside  directors  had  an 
\  average  tenure  of  more  than  ten  years 
I  before  two  new  ones  were  added  in 
I  June,  and  Chairman  Gibbons,  63,  has 


been  with  the  company  since  1973. 
For  many  of  these  people,  killing 
Woolco  meant  20,000  lost  jobs  and 
admitting  their  earlier  decisions  were 
wrong — never  easy  things  to  do. 

What's  more,  as  Woolco's  losses 
continued,  no  outside  director  ac- 
tively pressured  management  to 
close  it.  Alleghany  Corp.'s  Fred  Kirby 
represents  only  one  of  two  sizable 
blocks  of  stock  on  the  board  (220,000 
shares),  and  he  knows  when  to  get 
tough  at  his  own  company.  Alleghany 
liquidated  its  general  commodity  di- 
vision in  1981  after  only  a  few  years 
of  losses.  Still,  Woolco  kept  operat- 


ing until  the  bankers  said  enough. 

In  the  short  run,  Woolworth  looks 
better  for  having  finally  faced  the 
facts.  Its  earnings  and  balance  sheet 
will  benefit  significantly.  Longer 
term,  with  Woolco  out  of  the  way, 
President  Richard  Anderson,  47,  will 
now  have  to  get  busy  with  the  com- 
pany's aging  variety  stores.  "In  a  way 
we  almost  milked  Woolworth,"  he 
told  analysts  earlier  this  month.  "Now 
we  have  to  modernize  the  stores  and 
alter  the  merchandising  format." 

He  will  have  his  hands  full,  but 
perhaps  there's  a  new  sense  of  reality 
at  the  company.  ■ 


Why  the  problems  with  Lilly's  new  wonder 
drug  shouldn't  kill  off  proposals  to  speed 
drug  approval,  but  probably  will. 


The  Oraflex 
fiasco 


wanted  to  speed  the  tedious  and  cost- 
ly drug  approval  process,  which  now 
takes  eight  years  and  some  $35  mil- 
lion to  $50  million.  Then  the  Oraflex 
issue  exploded.  The  industry,  includ- 


By  Howard  Banks 


F>  ROPOSALS  TO   REFORM   the  ap- 
"  proval  system  for  new  drugs 
put  forward  by  the  Administra- 
tion this  summer  have  been  dealt  a 
body  blow  by  the  serious  problems 
associated  with  Eli  Lilly's  onetime 
wonder  drug,  Oraflex.  Soon  after  its 
i  May  launch  in  the  U.S.  (it  had  been 
i  available  since  October  1980  in  Brit- 
ain through  Lilly's  subsidiary  Dista 
i  Products  Ltd.),  there  were  allegations 
that  the  antiarthntis  drug  was  impli- 
cated in  the  deaths  of  60  people  in 
Britain  and  another  12  in  the  U.S. 
I  Lilly  voluntarily  withdrew  the  drug  in 
August,  before  the  FDA  took  action. 

Now  the  FDA  is  desperately  trying 
'  to  prevent  the  Oraflex  fiasco  from  sab- 
otaging its  proposals  for  regulatory  re- 
jform.  Says  Mark  Novitch,  the  agen- 
jcy's  deputy  commissioner:  "There's  a 
[terrible  problem  in  selling  the  idea  of 
drug  regulation  reform  in  the  atmo- 
jsphere  created  by  Oraflex." 

In  (une,  Richard  Schweiker,  Secre- 
tary for  Health  and  Human  Services, 
and  the  man  responsible  for  the  FDA, 
put  forward  an  outline  of  how  he 


Draflex 

Benoxaprofen 


A  new  direction  in  anllarthrlllc  therapy 


Oraflex  offers  once-a-day  dosage  flexibility 


Usual  daily  dose: 

one  600-mg  tablet  once  a  day 

Enhances  patisnt  comp'iance 
Can  be  taken  with  o>  withoui  food 


Daily  dosage  for  elderly  patients: 
300  mg  (one-half  600-mg  tablet)  or 
400  mg  once  a  day 

In  elderly  patients  therapy  should  geneolry  be 
■nilia'od  with  300  n*g  or  400  rug  daily  because  tbeir 
renal  function    no'mally  decreased 


s  associated  with  acute 
l  (patients  should  be 
SiQns  or  symptoms 
(continued) 


Eli  Lilly  ad  for  Oraflex 
Read  the  fine  print. 


ing  rival  companies  in  the  highly 
competitive  $700  million  market  for 
arthritis  drugs,  is  unhappy  about  what 
it  implies  for  the  proposed  reforms. 

Schweiker's  proposed  reform  would 
place  a  greater  reliance  on  the  drug 
companies  to  interpret  their  own  re- 
sults. But  the  companies  would  also 
report  in  a  way  that  the  Pharmaceuti- 
cal Manufacturing  Association  says 
should  spot  potential  problems  faster. 
Foreign  tests  performed  in  line  with 
U.S.  rules  may  also  be  relied  on  to  a 
greater  extent  than  now.  "These  new 
regulations  will  not  reduce  the 
amount  of  information  available  to 
the  FDA,"  says  Novitch.  "It  will  in 
many  respects  strengthen  reporting. 
But  more  important,  it  will  provide 
the  information  in  a  much  better  or- 
ganized fashion." 

Can  the  drug  companies  be  relied 
upon  to  provide  all  information  that 
may  prove  damaging  to  a  new  drug? 
The  ultimate  safeguard  is  economic. 
No  drug  company  can  afford  many 
Oraflex  fiascos. 

The  first  public  signs  of  trouble 
with  Oraflex  appeared  in  the  British 
Medical  Journal  three  weeks  after  the 
drug  was  approved  and  three  weeks 
before  it  was  launched  in  the  U.S.  And 
it  was  Lilly's  own  discussion  of  its 
problems  at  a  special  medical  confer- 
ence on  arthritis  in  Washington,  D.C. 
in  July  that  led  security  analysts  to 
put  out  sell  recommendations.  (The 
share  price  had  reached  a  12-month 
high  of  $65.25  immediately  after  Ora- 
flex was  approved  by  the  FDA,  and 
had  dropped  20%  in  the  two  weeks 
after  the  August  withdrawal.) 

Oraflex  was  tested  separately  (and 
fully)  by  both  the  British  and  the 
American  authorities,  but  still  had 
problems.  Why?  It  may  seem  heart- 
less, explain  experts  in  the  industry, 
but  it  is  often  not  possible  to  tell  all 
potential  side  effects  until  a  drug  is  in 
wider  use  than  the  necessarily  limited 
clinical  trials.  In  Oraflex'  case,  there 


FORBES,  OCTOBER  25,  1982 


41 


is  the  possibility  of  a  combined  effect 
since  older  patients,  often  very  sick, 
were  taking  it  and  may  simultaneous- 
ly have  been  taking  other  drugs. 

Lilly  made  matters  worse  for  itself 
on  the  Oraflex  withdrawal,  especially 
among  consumer  advocates  suspi- 
cious of  the  proposed  easing  of  con- 
trols, because  of  the  way  it  hyped  the 
launch  of  the  new  drug.  The  company 
did  not  claim  it,  but  outside  reports 
soon  spoke  incorrectly  of  the  drug's 
ability  to  reverse  arthritis.  And  the 
company's  publicity  went  directly  to 
the  public,  something  doctors  hate,  so 
that  there  was  little  sympathy  in  the 


medical  profession  when  trouble  hit. 
There  is  no  cure  for  arthritis,  and  suf- 
ferers will  try  anything;  prescriptions 
for  Oraflex  went  from  63,000  in  May 
to  .an  unprecedented  257,000  in  [une. 
It  got  so  bad  the  FDA  even  made 
warning  noises. 

The  FDA's  concern  means  that  it  is 
unlikely  that  any  drug  company  will 
in  future  indulge  in  public  relations 
overkill.  Another  lesson  that  will 
promptly  be  copied  is  the  speedy 
withdrawal  of  a  drug  in  trouble,  long 
before  any  official  action.  The  cost  of 
withdrawing  Oraflex  is  predicted  to 
be  15  cents  a  share  (or  $11.5  million, 


including  its  development  cost),  all  to 
be  taken  in  this  year's  second  half. 

The  FDA  is  trying  to  keep  cool  over 
the  Oraflex  debacle.  "What  it  requires 
is  a  careful  attempt  on  our  part  to 
remedy  and  make  whatever  changes 
the  Oraflex  case  shows  are  needed," 
says  Novitch,  "and  still  not  be  de- 
terred from  making  important  and 
constructive  changes  to  the  approvals 
process."  The  delays  that  the  case  has 
caused  make  it  unlikely,  however, 
that  there  will  be  time  for  the  pro- 
posed reforms  to  be  introduced  during 
the  current  Administration,  which 
has  just  26  months  to  run.  ■ 


Forget  video  games  and  E.  T.  dolls.  One  of 
the  year  s  bestselling  items  is  a  handyman 
helper  called  the  Four -Wheel  Wonder. 


"Hello,  dolly" 


By  Jayne  A.  Pearl 


Y'  ES,    RETAIL   SALES   ARE  DOWN. 
But  people  are  spending  money, 
and  one  of  the  hottest  items 
may  be  a  tip-off  to  future  consumer 


trends.  It's  sometimes  called  the 
Four-Wheel  Wonder  and  amounts  to  a 
hand  truck  that  doubles  as  a  dolly. 
Sales  of  this  1  '/2-year-old  product  will 
approach  $100  million  this  year.  No 
Hula-Hoops  for  the  Eighties,  mere- 


Choosing  a  Four-Wheeler  at  Caldor's 

No  Hula-Hoops  for  the  Eighties,  just  laborsaving  practicality. 


ly  laborsaving  practicality  for  home 
handymen. 

Marketers  of  the  Four-Wheel  Won- 
der claim  it  takes  the  backache  out  of 
hauling  firewood,  collecting  raked 
leaves  or  emptying  trash  cans.  A  typi- 
cal model  is  46  inches  high  when  up- 
right, will  support  a  400-pound  load 
and  looks  something  like  those  light- 
weight carts  that  shoppers  pull  to  the 
grocery.  Folded  into  a  36-inch  hori- 
zontal position,  it  will  hold  up  to  700 
pounds  of  whatever  needs  towing. 

Black  &  Decker  introduced  one  of 
the  first  versions,  called  the  Haul  In 
One,  early  last  year.  That  U.S. -made 
model  retails  for  up  to  $100,  and  the 
manufacturer  launched  an  expensive 
national  advertising  campaign.  Not 
long  before  that,  DRI  Industries,  a  pri- 
vately owned  Minnesota  mail-order 
firm,  arranged  to  import  a  cheaper 
model  from  Korea.  It  trademarked  the 
Four-Wheel  Wonder  name,  and  sells 
its  product  for  $25  in  home  handyman 
catalogs. 

The  Four-Wheel  Wonder,  however, 
quickly  became  too  hot  to  handle — at 
least  exclusively  via  direct  mail.  Re- 
tailers started  ordering  in  bulk,  and 
DRI  soon  formed  a  sister  company, 
International  Tool  Sales,  to  serve 
them  directly.  "The  awareness  Black 
&  Decker  created  was  certainly  good 
for  us,"  says  Paul  Harmon,  the  firm's 
founder  and  president. 

Business  eventually  poured  in  from 
big  chains  like  K  mart  and  Montgom- 
ery Ward.  Officials,  in  fact,  say  the 
Four-Wheel  Wonder  has  been  making 
the  lists  of  bestselling  items— right  up 
there  with  video  games  and  E.T.  dolls. 
DRI's  Harmon,  a  39-year-old  former 
advertising  man,  may  be  the  main 
beneficiary.  Sales  at  his  companies, 
which  are  up  nearly  45%,  should 
reach  $50  million  this  year. 

Not  surprisingly,  lots  of  competi- 
tors have  edged  into  the  market.  After 
all,  a  four-wheel  dolly  is  hardly  a  high- 
tech product.  "There's  plenty  of  busi- 
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less  out  there  for  us  all,"  says  Ed 
VIerians,  regional  sales  manager  of 
Mew  York's  Oxwall  Tool  Co.  Inc.  He 
doesn't  advertise  at  all  and  is  selling 
5,000  units  a  month.  One  promotion- 
al scheme:  Liquor  distributors  give 
iway  one  hand  truck/dolly  to  retailers 
with  the  purchase  of  at  least  five  cases 
:Df  certain  brands  of  scotch. 


Now  W.R.  Grace's  home-center  di- 
vision, a  major  retailer,  is  getting  in 
on  the  act,  too.  It  has  just  begun  im- 
porting a  mid-priced  product  from 
Taiwan.  "Black  &  Decker  did  all  the 
homework,  but  we  will  go  in  with  zip 
advertising  built  into  our  cost,"  says  a 
Grace  spokesman.  At  Black  &  Deck- 
er, meanwhile,  Stephen  Bntt,  vice 


president  of  household  products,  says 
sales  of  its  more  expensive  cart  are 
still  strong.  "It's  the  old  choice  be- 
tween a  Chevy  and  a  Cadillac,"  he 
concludes. 

Strange,  isn't  it,  that  demand  for 
something  as  basic  as  handcarts  may 
help  lead  the  economy  out  of  this  very 
deep,  very  unusual  recession.  ■ 


Cuba  is  asking  U.N.  bureaucrats  to  put 
their  money  where  their  mouth  is.  That's 
likely  to  succeed  only  in  raising  hackles. 


Rhetoric  meets 
reality 


By  Carol  E.  Curtis 


Civil  servants  at  the  U.N.  have 
long  experience  in  commiser- 
ating with  the  Third  World. 
After  all,  with  over  two-thirds  of  the 
lU.N.'s  150  members  from  developing 
countries,  the  air  at  the  U.N.  in  New 
liYork    customarily    resounds  with 
l:Third  World  complaints. 

But  commiserating  is  one  thing, 
and  putting  your  pension  on  the  line 
his  another.  U.N.  staffers  are  in  effect 
i  being  asked  to  do  that  by  Cuba,  which 
nwants  the  world  body  to  put  a  large 
chunk  of  its  $2.5  billion  pension  fund 
unto  Third  World  investments.  A  Cu- 
ban-sponsored resolution  is  asking 
that  up  to  $1  billion  the  fund  now  has 
!in  the  stocks  ot  multinational  corpo- 
rations be  switched  to  investments  in 
developing  countries. 

The  proposal  is  provoking  some  un- 
i  usually  emotional  responses  from 
normally  poker-faced  bureaucrats. 
:  "These  countries  are  desperate  for  in- 
vestment," says  Sol  Kuttner,  a  mem- 
ber of  the  U.S.  delegation  who  sits  on 
the  U.N.  Pension  Board,  which  makes 
decisions  on  the  pension  fund.  "But 
the  problems  of  developing  countries 
|  are  not  the  concern  of  the  U.N.  pen- 
jsion  fund.  Our  responsibility  is  to 
pensioners  and  annuitants." 

Indeed,    the    fund    has  worries 
:  enough  already.  With  53,000  mem- 
bers, it  is  one  of  the  biggest  and  most 


prestigious  international  pension 
funds.  That  $2.5  billion  in  assets  is 
more  than  the  GNP  of  some  member 
countries.  But  its  performance  has 
been  dismal:  5.78%  total  return  annu- 
ally over  the  past  22  years,  not  much 
better  than  a  passbook  savings  ac- 
count. By  contrast,  Standard  &  Poor's 
500  returned  7.3%.  Last  year  the  fund 
lost  8%. 

In  fact,  there  is  now  an  actuarial 
deficit  of  $722  million  in  the  fund.  A 
recent  U.N.  report  warns  that  the 
fund  may  in  time  be  unable  to  meet 
its  obligations. 

Given  all  that,  it  would  seem  the 
last  thing  the  fund  needs  is  increased 
Third  World  investments.  But  the  po- 
litical appeal  of  the  Cuban  proposal  is 
undeniable.  The  debt  burden  of  devel- 


oping countries  is  greater  than  ever 
before;  what  more  logical  way  to  help 
than  through  the  pension  fund  of  the 
Third  World-dominated  U.N.  General 
Assembly? 

Not  surprisingly,  the  U.N.  bureau- 
crats who  control  the  fund  disagree. 
"The  outlook  is  that  of  a  typical  pen- 
sion fund,"  says  one  U.N.  insider.  "In 
fact,  the  board  members  are  almost  all 
from  developed  countries,  and  all  in- 
vestments must  meet  the  tests  of 
safety,  profitability,  liquidity  and  con- 
vertibility. Under  those  criteria  there 
have  not  been  many  developing  coun- 
tries with  issues  that  would  qualify." 

Currently  some  47%  of  the  fund's 
assets  is  in  stocks,  39%  in  bonds  and 
8%  in  real  estate.  Almost  two-thirds 
of  the  total  is  dollar-denominated. 
Third  World  investments  are  mostly 
through  development  banks.  Direct 
investments  in  developing  countries 
are  not  sizable:  only  $143  million,  or 
less  than  6%  of  assets. 

Still,  the  General  Assembly  can 
hardly  turn  a  deaf  ear  to  its  majority. 
So  when  the  Cuban  resolution  sur- 
faces next  month,  look  for  some  deft 
bureaucratic  maneuvering. 

Insiders  explain  that  the  resolution 
will  go  to  the  Fifth  Committee  of  the 
U.N.,  which  handles  the  organiza- 
tion's administrative  and  budgetary 
affairs,  where  it  will  likely  be  ap- 
proved. But  its  impact  will  be  mitigat- 
ed by  a  phrase  to  the  effect  that  Third 
World  investments  may  only  be  made 
"subject  to  the  requirements  of  safe- 
ty, profitability,  liquidity  and  con- 
vertibility." The  likely  result:  unani- 
mous approval  of  the  resolution  in 
principle,  with  little  change  in  the 
fund's  investment  makeup. 

Instead,  to  decrease  the  fund's  actu- 
arial deficit,  the  Pension  Board  will 
soon  recommend  raising  the  manda- 
tory retirement  age  and  tightening  eli- 
gibility requirements.  "We  are  not 
recommending  any  changes  with  re- 
gard to  the  pension  fund's  invest- 
ments," says  the  Pension  Board's 
Kuttner. 

For  its  effort,  what  will  Cuba  have 
gained?  "It's  pretty  obvious  what  Cu- 
ba's goal  is,"  says  one  U.N.  bureau- 
crat. "This  is  just  another  way  of  at- 
tacking the  U.S."  ■ 
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Even  Egyptian  capitalists  shun  the  word 
"capitalism. "  They  prefer  "freer  markets, " 
and  Egypt  is  striving,  at  some  risk,  to  ac- 
commodate it.  More  than  the  fate  of  Egypt 
alone  is  at  stake.  A  progress  report. 


Fulcrum 


By  Jerry  Flint 
and  Tassin  El  Ayouty 


On  the  rooftop  of  a  private 
Cairo  club,  the  wealthy  Egyp- 
tian sipped  his  scotch.  "We 
used  to  have  three  servants.  Now  I 
can't  get  anyone.  We  even  tried  to  get 
people  just  for  the  day.  I  offer  five 
pounds  [$5]  a  day.  Nobody.  This  is 
terrible." 

In  the  suburbs,  a  writer  says: 
"When  I  started  building  my  house 
three  years  ago  my  plumber 
was  riding  a  motorcycle.  To- 
day he's  got  a  Mercedes. 
Even  the  youngsters  carrying 
buckets  of  cement  are  get- 
ting $3  or  $4  a  day." 

Such  complaints  of  labor 
shortage  are  good  news  in  a 
country  growing  by  1  million 
every  ten  months  and  in  a 
world  where  richer  states,  Mubarak 
from  Mexico  to  Poland,  stag- 


ger through  insolvency  and  stagna- 
tion. Yes,  Egypt  has  its  problems,  but 
it  is  no  basket  case.  If  its  leaders  can 
accelerate  the  move  toward  "freer 
markets" — even  Egyptian  capitalists 
shun  the  word  capitalism — Egypt  will 
walk  erect  into  the  21st  century  rath- 
er than  be  carried  in. 

"We're  not  going  back  to  social- 
ism," vows  Mostapha  El-Said,  the 
minister  of  economy.  It  is  1  a.m.  in 
the  lobby  of  the  Cairo  Hilton;  the  ex- 
professor,  in  his  black  leisure  suit,  is 
tired  but  spends  a  few  hours  with 
Forbes.  "The  economy  is  now  the 
number  one  question.  We're  no  longer 
neglecting  reforms  because  of  war.  As 
(President  Hosnij  Mubarak  says,  the 
challenge  is  internal." 

America's  stake  in  Egyptian  pros- 
perity is  huge.  The  events  in  Lebanon 
are  tragic,  but  if  Egypt  keeps  the  peace 
there  can  be  no  major  war  between 


Arabs  and  Israel.  No  other  Arab  state, 
nor  any  combination  of  them,  is  pow- 
erful enough  to  battle  Israel.  Allied 
with  the  U.S.,  Egypt  helps  keep  a  lid 
on  an  area  running  from  the  Mediter- 
ranean into  central  Africa.  "If  not  for 
Egypt,  the  Sudan  [under  Libyan  pres- 
sure] would  have  collapsed,"  says  Wa- 
jih  Zikri,  an  editor  of  Cairo's  Al-Akl> 
bar,  the  biggest  newspaper  in  the  Mid- 
east. The  U.S.  agrees  and  pumps  $2 
billion  a  year  into  Egypt,  half  civilian 
aid  (our  biggest  aid  program),  half 
military  support. 

But  this  nation  of  44  mil- 
lion is  nobody's  lackey;  it 
can  set  the  pattern  for  much 
of  the  Third  World.  It  has 
before.  Remember  Nasser? 
He  helped  create  the  non- 
aligned  movement  a  quarter- 
century  ago  that  pulled  new- 
ly freed  states  away  from  the 
West,   then   embraced  the 

  Russians,  giving  them  access 

to  Africa  and  the  Arab  states.  "The 
best  news  America  ever  heard  from 
this  part  of  the  world  was  when  Sadat 
kicked  them  out,"  says  Ahmed  El- 
Gindi,  another  key  Al-Akhbar  editor. 
"They  still  hurt  from  that  and  are 
trying  to  get  back  in." 

Egypt  exemplifies  all  the  problems 
of  Third  World  countries. 

•  Population  pressures.  Though  at 
386,000  square  miles  the  equivalent 
of  California,  New  Mexico  and  Colo- 
rado— it  is  a  crowded  nation,  with  al- 
most all  its  44  million  people  living  in 
the  15,000  square  miles  along  the 
Nile  and  its  delta. 

•  Lagging  agriculture.  At  the  turn  of 
the  century,  Egypt — then  with  a  pop- 
ulation of  10  million — was  farming 
4.8  million  acres;  80  years  later  the 
population  has  quadrupled  but  the 
arable  land  has  increased  only  25%. 

•  Underemployment.  Industry 


strains  to  keep  up  with  the  number  of 
young  people  seeking  jobs — there  are: 
now  400,000  new  entrants  to  Egypt'si 
12  million-person  labor  force  each 
year.  Soon  there  will  be  500,000  a  year. 

In  addition  to  problems,  Egypt  has! 
resources  many  another  developing 
nation  would  envy.  Egypt's  oil — it 
produces  about  635,000  barrels  a 
day — earned  $2.8  billion  last  year. 
The  Suez  Canal  brought  in  $890  mil- 
lion. Tourism — based  on  the  pyra- 
mids, the  wonders  of  Luxor  and  6,000 
years  of  history — earned  $800  mil- 
lion. And  it  has  skilled  citizens 
abroad — perhaps  3  million  Egyptians 
working  mostly  in  Arab  lands  as  doc- 
tors and  teachers,  carpenters  and 
farmers — who  remit  earnings  to  the 
home  country:  between  $2  billion  and 
$3  billion  last  year.  Egypt's  debt  is 
high  but  not  out  of  hand.  Egypt's  for- 
eign debt  is  $13  billion,  but  most  of  it 
is  concessional  foreign  assistance 
from  Western  governments  and  the 
World  Bank,  and  the  foreign  debt  ser- 
vice ratio  is  about  20%  of  export  earn- 
ings. For  Mexico,  with  $68  billion  in 
private  bank  loans  alone,  debt  service 
is  58%  of  export  earnings;  for  Argcnti-| 
na  it  is  78%. 

But  like  other  Third  World  leaders,  I 
President  Hosni  Mubarak  is  in  a  peril-l 
ous  race  against  time.  Egypt'si 
progress  since  the  end  of  the  1973  war  I 
against  Israel  has  quickened  expecta-l 
tions,  not  quieted  them. 

Improvement  has  been  real.  Perl 
capita  income  is  up  50%,  to  $560,  in  I 
four  years.  Egyptians  are  eating  morel 
chicken,  meat,  eggs,  vegetables.  Pub- 1 
lie  transportation  is  better  (buses  in  I 
Cairo  are  jammed  but  no  one  rides  the  I 
roof  anymore).  In  the  villages  brick  I 
houses  are  replacing  huts.  Even  the 
phones  work  better. 

But  Egyptians  expected  much  more, 
much  faster,  and  it  is  easy  to  overlook 
the  gains  when  the  ever-growing  pop- 
ulation squeezes  housing,  when  sew- 
ers overflow  into  the  streets,  as  they 
sometimes  do,  and  when  the  wealthy 
spend  thousands  of  dollars  on  well- 
publicized  parties. 

How  stable  is  Egypt  a  year  after  the 
assassination  of  Anwar  Sadat;  Any 
tourist  in  Cairo  can  see  sandbags  ir 
place  and  manned  in  front  of  the  state 
television  station  and  truckloads  oi 
armed  soldiers  parked  on  side  streets  ! 
waiting.  Egypt  is  no  ideal  democracy  ! 
but  with  its  parliament  and  open  po  I 
htical  criticism,  it  is  no  military  die 
tatorship,  either.  Government  oper 
ates  by  a  kind  of  consensus — of  the 
army,  of  the  elite,  of  the  street. 

Militant  Muslims  killed  Sadat,  bui II 
few  Egyptians  think  that  Islamic  fun 
damentahsm  can  topple  the  Cairc 
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Egyptian  farming:  The  techniques  and  tools  aren't  much  different  from  Pharaoh's  days 

"We're  subsidizing  the  American  farmer,"  complains  Minister  YoussefWally,  "not  the  Egyptian  farmer. 


I  government.  "How  many  women  do 
.you  see  wearing  the  veil?"  asks  one 
l  Cairene.  Practically  none,  it  is  true, 
i  i  "There's  the  call  to  prayer.  How  many 
are  going?"  sneers  another. 
But  a  better  answer  to  the  threat  of 
:  fundamentalism,  to  all  of  Egypt's 
problems,  is  economic  progress.  Years 
i  ago  Egypt  took  the  path  of  "Arab  so- 
li cialism"  under  Gamal  Abdel  Nasser, 
i  who  seized  and  distributed  farmland 
to  poor  peasants,  nationalized  busi- 
ness and  industry.  In  the  end,  his  wars 
I :  with  Israel  left  no  money  to  finance 
economic  growth.  Anwar  Sadat,  hav- 
ing reclaimed  Egypt's  dignity  in  the 
1973  war  with  Israel,  cautiously  took 
the  nation  along  a  new  economic 
path.  Old  Cairo  joke:  Sadat  comes  to  a 
crossroads.  The  chauffeur  asks  him 
which  way  to  turn.  "Which  way  did 
President  Nasser  go?"  Sadat  asks. 
"Left,  your  excellency,"  says  the  driv- 


er. "Then  signal  left  and  turn  right!" 

Sadat  called  bis  rightward  turn  el- 
infitah,  the  opening.  It  was  a  policy  to 
lure  foreign  investment  and  loans  to 
rebuild  the  economy  by  promising 
currency  convertibility,  repatriation 
of  profits,  tax  exemptions  and  favor- 
able customs  treatment.  "The  open 
door  policy  changed  the  business  cli- 
mate," says  one  astute  American 
businessman  working  in  Egypt.  "The 
most  important  change  was  it  made 
the  local  entrepreneurs  feel  safer  to 
invest  in  their  own  country.  They  fig- 
ured if  Sadat  gets  Western  companies 
to  come  in,  they  were  safe,  too." 

Infitah  was  clearly  a  factor  as  the 
Egyptian  economy  grew  8%  to  10%  a 
year  from  the  mid-1970s  on,  includ- 
ing 10%  GNP  growth  last  year  after 
inflation. 

But  some  of  the  fresh  money  was  of 
limited  help — misplaced  showers  in  a 


desert.  "No  more  soft  drink  compa- 
nies," says  Economic  Minister  El-Said 
to  a  visitor  who  had  seen  Pepsi,  Coke, 
Teem  and  Canada  Dry  everywhere. 
"We  want  cement,  bricks,  agro-indus- 
tries. And  no  more  banks  in  Egypt.  We 
have  76  already." 

It  is  easier,  politically,  for  Egypt  to 
discipline  foreigners  than  to  disci- 
pline itself.  Imports  soared  to  $9  bil- 
lion last  year,  against  $4  billion  in 
exports.  The  inflation  rate  is  pushing 
20%.  The  government  masks  the  in- 
flation with  subsidies  on  the  prices  of 
basic  commodities  like  bread  (about  a 
penny  for  a  pita-like  round)  and  gaso- 
line (about  60  cents  a  gallon).  The 
subsidies,  in  turn,  increase  the  budget 
deficit,  estimated  at  about  $5  bil- 
lion— 20%  of  GNP — in  the  current 
fiscal  year.  At  the  same  time,  oil 
prices  have  dropped,  tourism  is 
slumping,  Suez  Canal  profits  climb 
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Role  model 


Across  the  sweep  of  desert  that  marks  the  Middle  East,  cal  and  economic  influence  is  felt  not  only  in  Arab 
only  Egypt  has  the  attributes  that  make  for  leadership:  lands  but  into  central  Africa.  Without  Egypt,  the  Qad- 
history,  stability,  population,  military  force.  Her  politi-    dafis  and  Khomeinis  are  constant  threats. 


MOROCCO 

ISRAEL 

LEBANON 

SYRIA 

IRAQ 

IRAN 

Population 
(millions) 

21.3 

4.0 

3.0 

9.4 

14.0 

41.2 

GDP 
(billions) 

$16.0 

$20.0 

$2.6 

$12.9 

$39.5 

$81.7 

GDP 
per  capita 

$800 

$5,000 

$884 

$960 

$3,020 

$2,170 

Life  expectancy 
at  birth  (years) 

55.4 

72.0 

65.0 

57.0 

56.1 

54.0 

Literacy 
rate 

20% 

90% 

75% 

53% 

70% 

48% 

Armed  Forces 

120,000 

172,000* 

23,750 

222,500 

252,250 

195,000 

ALGERIA 


LIBYA 


EGYPT 


JORDAN 


KUWAIT 


SAUDI  ARABIA 


Population 
(millions) 


20.0 


3.4 


44.0 


2.2 


1.4 


8.0t 


GDP 
(billions) 


$41.0 


$24.5 


$25.0 


$2.9 


$27.2 


$125.1 


GDP 
per  capita 


$1,720 


$6,960 


$560 


$1,312 


$19,818 


$14,250 


Life  expectancy 
at  birth  (years) 


55.0 


53.0 


55.0 


57.0 


68.0 


45.0 


Literacy 
rate 


46% 


35% 


40% 


71% 


80% 


45% 


Armed  Forces 


101,000 


55,000 


367,000 


67,500 


12,400 


51,700 


"Mobilization  up  to  400,000  in  24  hours  tlncludes  non-Saudi  workers.  Source:  State  Department:  Commerce  Department:  World  Bank:  Military  Balance  (1981-82) 


less  than  expected,  and  Egyptians 
working  abroad — perhaps  a  little  ner- 
vous— keep  some  of  their  gold  out  of 
official  channels.  Egypt  had  been 
counting  on  these  to  fund  vast — some 
would  say  grandiose — development 
schemes:  cities  and  farms  in  the  des- 
ert to  save  Cairo  and  Alexandria  from 
strangulation  and  to  produce  more 
food;  tens  of  billions  of  dollars  for 
nuclear  power  plants;  billions  more 


for  sewers  and  housing. 

Struggling  to  move  its  economy  for- 
ward against  these  odds,  the  Mubarak 
government  has  put  agriculture  high 
on  its  agenda.  Half  of  Egypt's  workforce 
is  involved  in  it,  but  half  of  Egypt's 
food  is  imported.  While  the  economy 
was  growing  8%  to  10%  a  year,  food 
production  grew  2%  to  3%  at  best. 

Youssef  Wally,  minister  of  agricul- 
ture, outlines  the  problems  to  Forbes. 


Low  prices  paid  to  farmers  for  crops 
like  wheat  and  rice,  to  subsidize  the 
better-off  city  folk,  destroy  produc- 
tion incentives  and  push  up  imports. 
"We're  subsidizing  the  American 
farmer,  not  the  Egyptian  farmer,"  he 
says  bitterly,  because  his  government 
pays  more  for  imported  gram  than  it 
pays  its  own  farmers.  Farm  profits  are 
so  low  that  vital  Nile  valley  topsoil  is 
sold  for  bricks;  $50,000  for  an  acre's 
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V  front-wheel  drive  car  of  the  future 
hould  be  built  on  a  successful  past 


rhat's  the  Olds  Point  of  Mew. 
fhatfs  Cutlass  Ciera  for 1983. 


'Mi  l r  ■-; t  ti n .i * \ aa 

i>ok  at  it  this  way.  Ciera  is  a  Cutlass 
li  Cutlass  has  a  past  other  cars  can 
:ly  envy.  It's  been  the  most  success- 
i  mid-size  carline  in  America  for 
I  last  eight  years. 

So  Cutlass  Ciera  means  style, 
tlass  Ciera  means  room  and 
nfort.  Plus  .  .  .  economy  of 
'eration.  And  all  the  other  things 
est  buyers  like  and  appreciate. 

•ont- wheel  drive. 

'  iet  buyers — and  fleet  drivers — 
like  what  front-wheel 
drive  provides. 


traction  in  rain  and  snow.  And,  of 
course,  the  added  interior  room  and 
comfort  with  less  exterior  bulk  and 
weight  that  front-wheel  drive  design 
allows. 

Aerodynamics  give  a  lift 
to  economy. 

Sure  the  lines  are  sleek.  Very  sleek. 
But  Cutlass  Ciera  puts  that  aero- 
dynamic styling  to  work  in  very 
practical  ways.  It  cuts  down  on 
wind  resistance  to  help  squeeze 
miles  out  of  every  gallon  of  fuel. 


sy-gomg 
curves,  impressive 


39  \T£ 


Hwy  Est.  EPA  Est.  mpg 

Standard  2.5-liter  L4  engine. 

Available  diesel  V6.  Per- 
formance and  economy. 

The  available  4.3-liter  diesel 
V6  provides  even  better 
mileage.  And  the  "V"  design 
provides  smooth  and  robust 
performance. 

What  about  resale?  With  a 


Hwy  Est.  EPA  Est.  mpg* 

Available  4.3-liter  diesel  V6. 
name  like  Cutlass  and  a  reputation 
like  Oldsmobile's,  the  future  looks 
very  good  indeed. 

See  your  Olds  dealer  or  contact 
Director  of  Fleet  Sales,  Oldsmobile 
Division,  Lansing,  Michigan  48921. 


Have  a  fleet  built  for  you. 


M 


*01dsmobile  projections  of  1983  EPA  estimates.  See  your  dealer  for  actual  EPA  estimates.  Use  estimated  mpg  for  comparison. 
Your  mileage  may  differ  depending  on  speed,  distance,  weather.  Actual  highway  mileage  lower.  Some  Oldsmobiles  are  equipped 
i  with  engines  produced  by  other  GM  divisions,  subsidiaries  or  affiliated  companies  worldwide.  See  your  dealer  for  details. 


Keeping  the  door  open 


One  part  of  Anwar  Sadat's  legacy  was  his  opening  of  a 
peace  process  with  Israel.  Another  is  the  "open 
door,"  a  turning  away  from  socialism  and  an  invitation 
to  capitalist  outsiders  to  invest.  "Egypt  is  a  completely 
virgin  country  for  investment,"  he  said  to  Forbes  four 
years  ago.  Repatriation  of  profits,  tax 
holidays  and  easy  customs  clearance 
were  granted. 

His  policy  paid  off  in  increased  oil 
production,  in  a  tractor  plant,  in  a  pipe- 
line being  built  from  Suez  to  the  Medi- 
terranean, in  Hiltons  and  Marriotts. 

For  all  its  economic  promise,  howev- 
er, Egypt's  open  door  remains  a  hard 
political  sell.  "Selling  the  country  to 
the  foreigners,"  leftists  call  it.  Rumors 
regularly  pop  up  that  the  door  is  about 
to  be  shut. 

President  Mubarak  loses  no  opportu- 
nity to  kill  those  reports.  "Why  would  I 
consider  nationalization  as  a  means?" 
he  told  the  congress  of  his  ruling  Na- 
tional Democratic  Party  only  last 
month.  "These  rumors  harm  the  na- 
tion through  discouraging  capital  in-   

flow.  How  could  we  live?  Let  us  be  realistic." 

But  even  some  conservative  Egyptians  are  not  too 
happy  with  some  of  the  results  to  date.  "Nothing  went 
to  iron  and  steel,  no  agriculture  projects,  no  large 


Anwar  Sadat 


mist.  And  some  potential  investors  remain  skeptical, 
not  about  the  safety  of  their  capital,  but  about  the 
competitive  odds  in  a  mixed  economy.  The  former 
head  of  the  U.S.  aid  mission  to  Egypt  notes  that  foreign 
investors  don't  like  the  idea  that  they  must  raise  cap- 
ital in  the  private  sector  while  their 
public  competitors  get  government  ap- 
propriations. Without  a  doubt,  Egypt's 
slow-working  bureaucracy  also  is  a  ma- 
jor stumbling  block. 

The  government  insists  its  basic 
policy  is  unchanged.  "There  is  no  going 
back  on  the  open  door,"  says  Prime 
Minister  Fouad  Mohei  El-Din.  "There 
are  lots  of  opportunities  for  savings,  for 
investments.  The  government  is 
changing  its  method  and  style  in  this 
vital  sector  in  the  interest  of  investors 
and  the  national  economy."  That 
means  more  effort  to  lure  what  Egyp- 
tians call  productive  investment,  less 
openness  to  others.  But  the  Prime  Min- 
ister insists:  "Our  economic  policies 
are  in  the  context  of  the  open  door." 
To  potential  investors  still  on  the 
sidelines,  President  Mubarak  asks  for  time,  under- 
standing and,  refreshingly,  realism.  "The  government 
has  no  magic  wand  to  will  something  and  it  happens," 
he  says.  "The  road  to  reform  and  change  is  very  rough, 


productive  industries,"  complains  a  prominent  econo-    full  of  challenges." — f.F.  and  Y.E. 


/vorth.  Homes,  offices,  factories  chew 
■  jp  more  land.  Some  950,000  acres  of 
[irrigated  land  have  been  added  by  the 

Aswan  Dam  and  reclamation,  an 
•jmormous  effort  although  much  of 

;:his  land  isn't  yet  productive;  but  sub- 
tract 750,000  acres  of  land  gone  to 
i|:hose  other  nonfarm  uses. 

'  What  has  to  be  done?  Wally  and 
others  say  paying  farmers  fair  market 
prices  for  key  crops  would  produce 
i  :he  incentive.  As  an  example,  output 
mi  vegetables,  which  aren't  price-con- 
I  Tolled  at  the  farmgate,  have  soared, 
t  'With  existing  off-the-shelf  technolo- 
Ijjy,  better  seed,  fertilizer,  you  could 

i  ncrease  output  50%  to  70%,"  says  an 
;  \mencan  Embassy  expert.  Minister 
[Wally  says  50%  to  100%  production 

ii  ncreases  are  possible. 

The  agenda  on  the  industrial  front 
|.s  tougher.  Three-fourths  of  industry 
|.s  government-run,  the  heritage  of 
(Nasser's  Arab  socialism,  and  horror 
iktories  abound.  The  cigarette  com- 
|bany  never  produces  enough,  which 
triggers  fighting  at  the  stores  when 
;:he  35-cents-a-pack  government 
:>mokes  arrive.  The  Helwan  national 
Iwteel  company  had  26  divisions,  each 
t  with  its  own  full-scale  bureaucracy. 
|.  The  government  promises  every 
:|:ollege-educated  Egyptian  a  job,  and 
ibiles  them  into  offices  with  little  to 
jio  but  complicate  the  ministries  and 


public  companies.  Such  employees 
aren't  paid  much — in  fact,  they  may 
be  one  group  that  lost  power  and  in- 
fluence under  "open  door"  econom- 
ics— but  they  can't  be  fired,  either. 
Many  hold  two  jobs  to  make  ends 
meet.  Others  demand  "lubrication" — 
petty  graft — for  any  effort. 

Indeed,  some  Americans  say  cor- 
ruption is  pervasive.  The  U.S.  Justice 
Department  is  currently  investigating 
a  contract  to  move  U.S.  arms  to  Egypt 

"I've  spent  Jive  hours  a  day 
for  Jive  years  on  the  Israeli 
problem,"  Egypt's  secretary 
of  state  says.  "It  doesn't  de- 
serve the  time." 


under  which  an  Egyptian — with  re- 
puted connections  to  the  foreign  min- 
ister, defense  minister  and  the  presi- 
dent— collected  $51  million  from  the 
U.S.  to  ship  $300  million  in  weapons. 

But  corruption,  troublesome  as  it  is, 
is  not  the  deciding  factor  in  Egypt's 
economic  future.  First  must  be  the 
commitment  to  an  even  wider  open 
door,  freer  markets  and  even  denation- 
alization— remember,  most  manufac- 
turers with  more  than  50  employees 
were  nationalized.  President  Mubarak 
and  other  Egyptians  pledge  allegiance 


to  the  open  door,  but  American  offi- 
cials believe  they  really  haven't  decid- 
ed if  they  want  a  market  or  state- 
controlled  economy,  which  is  why 
they  have  trouble  making  decisions. 

Egyptians  also  seem  divided  be- 
tween the  visionary  and  the  practical: 
the  visionary  talk  of  building  satellite 
cities,  farms  in  the  desert,  colonizing 
the  spacious  Sudan;  the  practical  talk 
of  curbing  imports  and  ending  food 
and  fuel  subsidies. 

Egypt  needs  it  all — practical  moves, 
from  curbing  budget  deficits  and  cre- 
ating incentives  for  production,  and 
visionary  efforts  to  reclaim  the  lands 
near  the  Nile  and  the  sea. 

Most  of  all  it  needs  peace.  Lebanon 
shook  the  mood  of  peace.  Boutros  Bou- 
tros-Ghali,  secretary  of  state  for  for- 
eign affairs,  says  the  treaty  with  Israel 
still  holds  despite  the  trauma  of  Leba- 
non. "But  the  effort  to  build  peace  in 
the  whole  region  is  gone,"  he  says. 
"We  are  back  to  square  one."  Boutros- 
Ghali  is  tired  of  it.  "I've  spent  five 
hours  a  day  for  five  years  on  this  [Isra- 
el] problem,"  he  tells  Forbes  in  a  near- 
midnight  meeting  in  his  office.  "It 
doesn't  deserve  the  time."  It's  build- 
ing the  economy,  he  says,  that  de- 
serves full  time  and  effort.  Egypt  has 
started  in  that  direction.  If  it  can  perse- 
vere, it  just  might  light  the  way  for 
others  in  the  troubled  Middle  East.  ■ 


DeKalb  AgResearch  is  teaming  with  Pfizer 
to  try  to  recapture  some  of  its  lost  standing 
in  the  midwestern  cornfields. 


By  Lisa  Gross 


Late 


DeKalb's  Roberts  and  McCarter  with  corn  as  high  as  an  elephant's  eve 
Can  Pfizer's  hybrid  seeds  rejuvenate  the  company? 


T|  HERE  ARE  COMFORTS,  of  COUrse, 
but  also  perils  in  diversifica- 
tion. In  1972  DeKalb  AgRe- 
search Inc.  was  running  neck-and- 
neck  with  its  chief  rival,  Pioneer  Hi- 
Bred  International  Inc.,  at  23%  of  the 
highly  competitive  seed  corn  market. 
And  DeKalb  looked  like  the  stronger 
of  the  two  companies.  It  was  larger  in 
overall  sales  than  Pioneer  and  more 
profitable,  owing  to  diversifications 
accumulated  over  decades  in  oil  and 
gas  exploration,  oilfield  services, 
commodities  trading  and  irrigation 
systems. 

Today,  though,  the  tortoise  has 
turned  the  race  into  a  rout.  Pioneer, 
which  stuck  to  the  seed  business,  has 
36%  of  the  $1  billion  hybrid  corn  mar- 
ket, while  DeKalb  is  down  to  about 
9%.  DeKalb  will  probably  earn  only 
$21  million  on  $590  million  sales  this 
year,  while  Pioneer  will  earn  about 
$70  million  on  $565  million  sales. 

Trying  to  recapture  its  lost  competi- 
tiveness, in  July  DeKalb  spun  off  its 
seed  business  into  a  $200  million  ven- 
ture with  Pfizer  Inc.,  which  owns  the 
old  Trojan  Seed  Co.,  a  minor  entry  in 
the  hybrid  corn  business.  Called  De- 
Kalb-Pfizer  Genetics,  the  venture  is 
70%  owned  by  DeKalb  and  30%  by 
Pfizer.  But  so  long  has  been  the  decline 
that  it  is  questionable  whether  De- 
Kalb-Pfizer's  looming  new  products 
can  reclaim  for  DeKalb  its  once  proud 
position. 

Trouble  began  to  show  up  after  a 
freeze  hit  the  seed  corn  industry  in 
autumn  1973.  Pioneer  recovered  fast- 
er, throwing  large  supplies  of  high- 
yield,  low-moisture  hybrid  3780  at 
the  midwest  corn  belt  in  1975. 
Caught  with  its  inventory  down,  De- 
Kalb's best  hybrid,  the  XL-25,  could 
not  compete.  "Under  optimal  condi- 
tions, 3780  could  outyield  XL-25,"  ex- 
plains John  McCarter,  former  presi- 
dent of  DeKalb  and  now  president  of 
DeKalb-Pfizer  Genetics.  Nor  could 
DeKalb's  product  compete  on  mois- 
ture content,  an  important  quality. 
Grain  elevators  demand  that  mois- 
ture content  be  down  to  15.5%,  and 
charge  farmers  about  2.5  cents  per 
point  of  moisture  over  that  standard 
per  bushel  to  dry  their  corn  with  pro- 
pane gas.  The  lower  the  moisture  con- 
tent in  a  farmer's  corn,  therefore,  the 
higher  his  profit. 

But  why  didn't  DeKalb  have  a  prod- 
uct to  compete  with  3780?  Because  its 
research  efforts  simply  did  not  work 
with  enough  breeding  material,  and 
because  company  management — 
lulled  perhaps  by  good  returns  from 
the  diversified  businesses — did  not  re- 
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This  announcement  is  not  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities. 


New  Issue  September  16,  1982 

mm 

$200,000,000 

R.  J.  Reynolds  Industries,  Inc. 

13.35  %  Sinking  Fund  Debentures,  Due  October  1,  2012 


Price  100% 

plus  accrued  interest,  if  any,  from  September  28,  1982 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  undersigned  (who  are  among 
the  underwriters  named  in  the  prospectus)  as  may  legally  offer 
these  securities  under  applicable  securities  lairs. 


Dillon,  Read  &  Co.  Inc. 

The  First  Boston  Corporation  Goldman,  Sachs  &  Co. 

Merrill  Lynch  White  Weld  Capital  Markets  Group         Salomon  Brothers  Inc 

*  U  ill  I  L    D:  C  *.  CS.:>1.  I  •  I  * 

Bear,  Stearns  &  Co. 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 


Merrill  Lynch.  Pierce.  Fenner  &  Smith  Incorporated 


Bache  Halsey  Stuart  Shields 

Incorporated 

Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 

Shearson/American  Express  Inc. 
Wertheim  &  Co.,  Inc. 


Drexel  Burnham  Lambert 

Incorporated 

Lazard  Freres  &  Co. 


Dean  Witter  Reynolds  Inc. 


Warburg  Paribas  Becker 

°    A  C  Becker 

Blyth  Eastman  Paine  Webber 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 
L.  F.  Rothschild,  Unterberg,  Towbin 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Atlantic  Capital 


INTRODUCING  METRQMATIC. 
AN  APPEALING  EMPLOYEE  BENEFIT 
THAT  BENEFITS  2  WAYS. 

1.YOUR  EMPLOYEES  GET  PERMANENT  LIFE  INSURANCE  ATA  DISCOUNT. 

2.  YOU  PAY  NO  PREMIUM  COST. 


Metromatic  is  an  exciting  innova- 
tion from  Metropolitan  that  lets  you 
offer  your  people  something  extra  which 
they  will  really  appreciate-something 
beyond  their  group  term  insurance. 

Now  you  can  give  your  employees 
the  opportunity  to  acquire  Metropolitan 
whole  life  (permanent)  insurance  for 
themselves,  their  spouses  and  children, 
at  a  lower  premium  than  they  would  pay 
if  they  were  buying  it  independently. 
And  they  can  keep  this  insurance  at  the 
same  discounted  premium,  for  as  long 
as  they  live.  (Incidentally,  it  will 
continue  to  build  cash  surrender 
value  as  long  as  premiums  are 
being  paid.) 

Although  you  are  offering 
this  benefit,  you  do  not 
contribute  to  the  cost  of 


the  insurance  at  all.  The  modest  pre- 
miums are  paid  solely  by  the  employee. 

The  plan  is  neither  difficult  nor 
complicated  to  administer. 

With  your  cooperation,  Metropolitan 
will  do  most  all  the  work.  We  will 
provide  the  staff  necessary  to  enroll 
your  employees  at  your  company  and 
handle  all  the  details  in  preparing  the 
policies.  We  only  ask  that  you  arrange 
to  have  the  premiums  automatically 
deducted  from  your  payroll.  There  is  no 
limit  to  the  number  of  employees  who 
can  be  enrolled  and  it  is  available  to 
companies  large  and  small. 

For  further  information,  please 
address  your  inquiry  to  Jim  Rollero, 
Metromatic  Unit,  Metropolitan  Life 
Insurance  Company,  One  Madison 
Avenue,  New  York,  New  York  10010. 


>  <  Metropolitan 

Eb>|2   Insurance  I  Companies 


METROPOLITAN  REALLY  STANDS  BYYOO. 

Life/ Health/ Auto/Home/ Retirement 


©  1982  Metropolitan  Life  Insurance  C  o..  New  York.  N.V. 


Runaway 


Ten  years  ago,  DeKalb's  research 
forces  turned  less  aggressive;  Pio- 
neer Hi-Bred's  did  not.  The  chart 
reveals  what  happened  after  that 
in  hybrid  corn  markets. 


Market  share 
40% 
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Pfizer  iTrojan  Seed  Co.) 
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Souices:  Pioneer.  DeKalb-Pfizer  Ceneucs 


alize  until  too  late  that  it  was  losing 
the  race. 

"In  1975  our  [corn  hybrid]  sales 
were  down,"  relates  McCarter,  44,  a 
onetime  State  of  Illinois  budget  direc- 
tor and  a  graduate  of  Harvard  Business 
School,  the  London  School  of  Eco- 
nomics and  Booz,  Allen  &  Hamilton, 
"but  we  associated  that  more  with  the 
early  freeze  than  the  hybrids'  perfor- 
mance. It  was  in  1975-77,  when  we 
saw  Pioneer's  3780  emerge,  with  very 
good  yield  and  early  drydown,  that  we 
saw  we  had  a  competitive  problem." 

Yet  it  was  not  until  1978  that 
Chairman  Thomas  H.  Roberts — 
whose  family  owns  43%  of  DeKalb's 
voting  shares — acted  to  shake  up  the 
research  department.  "Maybe  unbe- 
lievably, the  research  department  was 
not  aggressive  about  wanting  to  ex- 
pand," he  concedes.  Since  1977,  De- 
Kalb  has  added  seven  new  U.S.  re- 
search stations  and  three  overseas, 
more  than  doubled  the  research  bud- 
get, to  $10  million  a  year,  and  tripled 
the  size  of  its  breeding  nurseries.  But 
seed  corn  is  a  business  where  it  takes 
a  minimum  of  five  years  of  research  to 
introduce  one  new  hybrid.  (Hybrid 
corn  is  primarily  the  result  of  classical 
Mendelian  genetics,  crossing  unrelat- 
ed inbred  lines  to  produce  more  vigor- 
ous plants.)  And  it  is  a  hard  business 
for  playing  catch-up.  DeKalb's  seed 
operating  profits  will  be  down  50% 


this  year,  five  years  into  the  new  re- 
search program.  Diversifications  can- 
not help  in  the  basic  business,  but 
peihaps  the  venture  with  Pfizer  can. 

By  joining  with  Pfizer,  DeKalb  is 
buying  more  breeding  programs  and 
two  promising  hybrids,  Pfizer's  T1000 
and  Tl  100.  In  effect,  DeKalb  is  invest- 
ing SI 40  million  in  assets  for  70%  of 
the  profits  of  those  two  hybrids,  plus 
exclusive  rights  to  anything  that 
comes  out  of  Pfizer's  Groton,  Conn, 
plant  research  lab.  At  least,  the  hybrids 
will  help  DeKalb  stanch  market  share 
erosion.  Reckons  analyst  John  Nicho- 
las of  Chicago's  William  Blair:  "Tom 


By  Michael  Cieply 

Among  themselves  aircraft  man- 
ufacturers call  their  business  a 
k  "sporty  game."  Do  you  won- 
der why?  Then  consider  Edward  Coo- 
ley,  president  of  Portland,  Ore. -based 
Precision  Castparts  Corp.,  a  major 
supplier  of  jet  engine  components.  In 
1980  Precision's  revenues  pushed  S97 
million,  capping  five  years  of  30% 
compound  growth.  Return  on  equity 
was  a  handsome  22% .  Best  of  all,  prin- 
cipal customers  General  Electric  and 
Pratt  &.  Whitney  were  clamoring  for 
large-casting  capacity  to  supply  the 
new  generation  of  fuel-efficient  en- 
gines for  planes  like  the  Boeing  767 
and  the  Airbus  310.  Design  changes 
promised  to  raise  Precision's  stake  per 
engine  by  as  much  as  300%.  Cooley 
took  what  looked  like  a  sure  bet:  He 
spent  S23  million  to  double  his  plant. 

"We've  got  plenty  of  capacity," 
groans  Cooley  today.  "We're  just 
waiting  for  the  orders."  As  U.S.  com- 
mercial aircraft  deliveries  plunged  to 
less  than  60%  of  1980  levels,  Preci- 
sion's revenues  stalled  at  about  S90 
million.  Return  on  equity  has  dropped 


Roberts'  pursuit  of  this  joint  venture 
indicates  that  he  has  finally  conceded 
that  DeKalb's  position  could  get  much 
worse  if  he  stands  pat." 

Pioneer's  management  meanwhile 
looks  on  with  cool  disdain:  "While 
they  might  have  some  strong  products 
in  the  wings,  we  don't  see  anything  in 
the  fields,"  says  Pioneer  President 
Thomas  N.  Urban.  "I  suspect  the 
merger  was  made  on  the  basis  of  the 
two  companies'  weaknesses,  not 
strengths,  so  we're  not  worried  about 
it  in  the  short  term."  The  tortoise, 
once  he  had  passed  the  hare  in  Aesop's 
story,  never  looked  back  either.  ■ 


below  16%,  while  debt  stands  at  36% 
of  capitalization,  well  above  the  debt 
ratios  of  industry  giants  like  Boeing 
(9%),  GE  (10%  I  or  United  Technol- 
ogies (19%).  Precision's  stock,  which 
traded  over  the  counter  for  38%  at  its 
December  1980  peak,  dropped  as  low 
as  18%  this  summer. 

But  don't  weep  until  you've  lis- 
tened to  the  stubbornly  optimistic 
Cooley,  a  60-year-old  Harvard  Busi- 
ness School  graduate  with  an  engi- 
neering degree  from  Swarthmore. 
"We  see  revenues  going  to  SI 80  mil- 
lion [1982  dollars)  by  1987,"  he  in- 
sists. If  he  can  bring  Precision  through 
the  lean  years  still  ahead,  Cooley  may 
well  be  right. 

So  far  he  has  practically  invented  a 
technology  in  bringing  Precision  to 
dominance  of  a  highly  esoteric  line  of 
business.  The  company  specializes  in 
mvestment  casting,  an  old  technique 
in  which  wax  is  set  in  a  ceramic  mold 
and  then  replaced  by  molten  metal  to 
form  a  part.  The  method,  originally 
used  for  jewelry  and  dental  work,  was 
oner  confined  to  pieces  less  than  six 
inches  in  diameter.  But  Precision, 
spun  off  from  Omark  Industries  under 


Boeing,  take  heart.  Edward  Cooley,  whose 
company  casts  parts  for  jet  engines,  sees 
light  at  the  end  of  the  tunnel. 

Double 
or  nothing 
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Gifts  enjoyed  around  the  world. 


California 
ALMONDS 


From  the  Far  East  to  Europe,  from  Canada  to  South  America,  our 
California  Almonds  are  prized  for  their  quality,  flavor  and  nutritional 
value.  They're  carefully  selected  and  processed,  then  packed  in  half- 
pound  (8  oz.)  vacuum-sealed  tins  (with  replaceable  plastic  lids)  to  pre- 
serve their  crisp  crunchiness.  Buy  them  because  they're  delicious  and 
nutritious  .  .  .  give  them  for  the  same  reason. 


4-pack  contains  ROASTED  SALTED.  BARBEQUE.  SMOKE.  BLANCHED  SALTED 
6-pack  contains  ROASTED  SALTED.  BARBEQUE.  SOUR  CREAM  &  ONION. 


SMOKE.  CHEESE,  GARLIC  &  ONION 


(Special  quantity  prices  available.) 


GOURMET  NUT  CENTER 

1430  Railroad  Ave.  (Dept.  FB) 

Orland.  CA  95963 

Please  send  □  ro  me  □  ro  attached  list 


Prices  include  shipping  anywhere  in  U.S.A. 
nd  A  P  O  &  F.P.O.  addresses 


Gourmet 


1430  Railroad  Avenue 
Orland,  CA  95963 
(916)  865-5511 


Address:  

City,  Srare  6  Zip: 


□  Please  send  brochure  on  other  sizes 


Nome: 


 Four-rin  gift  packs  @  $10  75 

 Six-rin  gift  packs  @  $  1 3 . 50  _ 


A  division  of 


T.  M.  Duche  Nut  Co.,  Inc. 


Checks  or  money  orders  ONLY 

(Offer  expires  8/31/60) 


an* 


Funisourbusin 


Scientific  Games  Inc.,  Bally  s 
wholly  owned  subsidiary,  is 
the  nation's  largest  producer 
of  games  and  tickets  for 
state  lotteries  and  a  leading 
supplier  of  promotional 
contests  run  by  major 
national  retailers 


Chicago,  Illinois  60618 


ONLY  EMERY  DELIVERS 
YOUR  SMALL.YDUR  RIG, 
AND  YOUR  IN-BETWEEN 
TO  MOST  OF  AMERICA 


THE  VERY  NEXT  MORNING 


Emery  A.M.  can  make  your  tough  job  a  lot  easier. 
Instead  of  having  to  call  different  shipping  companies  for  shipping  different  sizes, 
you  can  make  one  call  to  Emery  to  deliver  them  all. 
Big  shipments,  small  envelopes,  or  in-between  packages.  Emery  A.M. 
takes  virtually  any  size  from  ounces  to  tons  and  schedules  delivery 
to  most  of  America  the  very  next  morning. 
It's  a  great  service,  and  only  one  company  can  deliver  it.  Emery. 
Because  when  you've  got  a  tough  job  and  you  want  to  make  it  easier, 

what  you  need  is  an  edge. 


THE  EMERY  EDGE  ^n^-*— 


Any  size.  On  time.  For  sure 


For  complete  details  on  the  full  range  of  Emerj  services,  consult  Emery's  Service  Guide 
or  call  Emery  Worldwide,  listed  in  the  White  Pages.  ©  Emerv  Worldwide  1982 


WORLDWIDE 


Precision's  President  Edward  Cooley  in  the  casting  shop  as  a  wax  pattern  is  crafted 
"Plenty  of  capacity,  just  waiting  for  the  orders." 


Cooley  in  1954,  pressed  the  limits  of 
size  by  developing  special  mold  mate- 
rials and  a  host  of  closely  guarded 
casting  techniques.  As  Cooley  proved 
that  pieces  as  large  as  60  inches  could 
be  cast  for  less  than  50%  of  forging 
and  fabrication  cost,  jet  engine  manu- 
facturers— working  with  hard-to-ma- 
chine nickel-based  superalloys — be- 
came increasingly  dependent  on  his 
proprietary  method. 

"We  did  parts  that  other  people 
couldn't  make,"  boasts  Cooley.  True 
enough.  At  one  point,  40%  of  the 
company's  tooling  had  been  trans- 
ferred from  foundries  where  other 
casters  had  failed.  But  the  big  payoff 
loomed  when  GE  and  Pratt,  in  their 
drive  for  fuel  economy,  raised  engine 
thrust.  Higher  temperatures  meant 
more  nickel-alloy  components — 
hence  more  big  castings  from  Preci- 
sion. Example:  Pratt's  JT8,  workhorse 
engine  for  the  727,  used  a  few  thou- 
sand dollars'  worth  of  investment- 
cast  parts;  by  contrast,  Precision's 
penetration  on  the  757's  PW2037  tops 
$75,000.  Military  sales?  Precision, 
which  draws  about  34%  of  revenues 
from  the  Pentagon,  did  $5,000  worth 
of  business  on  an  F-14.  Compare  that 
with  $25,000  on  the  GE  F-404,  de- 
signed to  power  the  FT  8. 

Cooley  points  out  that  sole  major 


competitor  Howmet's  1981  entry  in 
the  large-part  market  increased  orders 
by  reassuring  Pratt,  which  had  feared 
being  hooked  on  single-source  supply. 

But  with  the  airline  business  on 
seemingly  indefinite  hold — only  last 
month,  Eastern  threatened  a  new 
wave  of  757  cancellations — who  can 
say  when  those  new-generation 
planes  will  finally  be  built? 

Surprisingly,  the  surge  may  be  emi- 
nently predictable.  Morgan  Stanley 
aerospace  analyst  Wolfgang  Demisch 
maintains  that,  finances  notwith- 
standing, 40%  of  the  existing  air  fleet 
will  have  to  be  scrapped  by  1990. 
Some  500  of  those  planes  will  reach 
their  age  limit  by  1985 — but  a  full 
2,000  airliners  must  be  grounded  be- 
tween 1986  and  the  end  of  the  decade. 
Demisch's  forecast  for  the  aerospace 
industry:  "Starvation  over  the  near 
term.  But  I'm  looking  for  a  very  large 
improvement  in  the  latter  part  of  the 
Eighties." 

Likewise,  Cooley.  With  his  eye 
fixed  firmly  on  1987,  he  is  pushing 
ahead  with  a  $7  million  titanium 
casting  plant — again  for  the  new  en- 
gines— and  planning  to  install  CAD/ 
CAM  automation  equipment  in  exist- 
ing facilities  by  1985. 

Is  Cooley  making  a  blind  act  of 
faith?  Or  is  he  calculating  that  after 


survival  will  come  greatly  enhanced 
prosperity  and  that  he  will  be  ready 
for  it?  Some  figures  look  bleak:  Preci- 
sion's backlog  has  dwindled  to  $88 
million,  down  from  $117  million  two 
years  ago.  Earnings  are  depressed,  at 
an  estimated  $2.65  per  share  for  the 
current  year. 

But  Precision's  cash  flow  is  ade- 
quate and  conservatively  predicated 
on  steady  business  in  the  company's 
nonaerospace  lines,  largely  medical 
prostheses  and  industrial  turbines, 
that  account  for  25%  of  revenues, 
along  with  a  modest  rise  in  aerospace 
orders  in  the  next  several  years.  Look 
at  it  this  way:  Precision's  major  ex- 
penditures are  behind  it.  A  disci- 
plined, well-managed  outfit  like  Pre- 
cision should  be  able  to  endure  the 
lean  times,  provided  they  don't  last 
too  long. 

In  fact,  one  danger  is  the  possibility 
of  an  outsider  taking  advantage  of  the 
low  stock  price  to  buy  Precision  just 
before  the  upturn,  thus  inheriting  the 
reward  for  all  the  hard  work  and  sacri- 
fice. Says  Cooley,  who  owns  about 
30%  of  Precision's  stock:  "After  hav- 
ing put  some  money  and  a  lot  of  sweat 
and  blood  in  a  thing,  you're  not  in- 
clined to  give  it  up  easily."  They  call 
it  a  "sporty  game,"  but  nobody  calls  it 
an  easy  one.  ■ 
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The  last  of  the  investors  caught  in  the  liqui- 
dation of  Ray  Dirks'  baby  are  finally  get- 
ting paid  off  Considering  the  fate  of  most 
of  the  stuff  the  firm  underwrote,  they  are 
lucky  to  get  anything  at  all. 

After  the  mess 
at  Muir 


By  Richard  Phalon 


5% 


Underwriter  Dirks 

With  luck,  the  confidence  may  be  warranted. 


I't  now  looks  as  though  almost 
all  of  the  last  of  the  1 8,500  custom- 
lers  trapped  in  the  liquidation  of 
Raymond  Dirks'  high-flying  John 
Muir  &  Co.  14  months  ago  are  finally 
about  to  get  back  the  millions  in  cash 
and  securities  owed  them. 

It  has  been  a  long  14  months.  The 
collapse  of  the  brokerage  firm,  overex- 
tended and  short  of  capital,  was  one  of 
the  most  painful  demonstrations  yet 
of  how  easy  it  is  to  lose  money  in  the 
kind  of  hot-issue  underwntings  that 
were  the  Muir  specialty  (see  table). 
The  remedy — liquidation  under  the 
Securities  Investor  Protection  Act — 
was  not  without  pain,  either. 

Muir  was  the  first  major  test  of  a 
newly  amended  statute  designed  to 
speed  up  the  process  of  getting  assets 
back  into  customers'  hands,  mainly 
through  the  bulk  transfer  of  customer 
accounts  to  other  firms.  For  custom- 
ers whose  accounts  were  frozen  while 
a  court-appointed  trustee  struggled  to 
get  a  handle  on  Muir's  complicated 
affairs,  the  transfer  could  not  come 
quickly  enough.  As  long  as  their 
stocks  were  frozen,  they  were  at  the 
mercy  of  the  market,  unable  to  buy  or 
sell  while  the  machinery  of  the  law 
ground  on. 

The  initial  reaction  was  steady 
enough.  The  industry-funded  Securi- 
ties Investor  Protection  Corp. 
pumped  more  than  $18  million  into 
the  patient,  mainly  to  pay  off  bank 
loans  that  had  been  collateralized  by 
customers'  securities.  By  the  end  of 
the  first  month,  trustee  Harvey  Mil- 
ler, a  tough-minded  lawyer  with  a  lot 
of  experience  in  bankruptcies,  had 
successfully  repatriated  some  60%  of 
Muir's  accounts. 

From  there  on  out,  though,  the  go- 
ing got  rockier.  It  took  seven  months 
to  get  another  32%  of  the  accounts 
cleaned  up,  mainly  because  of  the  dif- 
ficulty of  straightening  out  discrepan- 
cies between  what  customers  said 
they  were  owed  and  what  Muir's  rec- 
ords showed  they  were  owed.  Then 
there  was  the  task  of  working  with 
law  enforcement  agencies  on  some 
$200,000  in  bearer  bonds  that  disap- 
peared while  the  trustee  was  still 
learning  the  lay  of  the  land.  There  was 
also  a  complex  tug-of-war  to  recover 
assets  from  a  dozen  customers  who 
had  inadvertently  been  given  recover- 
ies in  excess  of  the  $500,000  limit 
allowed  by  the  SIPA. 

Even  so,  the  hunt  for  assets  has  been 
quite  successful.  Stephen  P.  Harbeck, 
assistant  general  counsel  for  SIPC,  says 
the  trustee  has  been  able  to  find  "about 
98%  of  everything  set  aside  for  custom- 


60 


FORBES,  OCTOBER  25,  1982 


The  Number  One  People  in  Business 
Talk  to  the  Number  One  Name  in  Dictation 


Whether  you're  working  in  the 
)rner  office  or  working  to  get  there, 
ictaphone  can  help  you  every  busi- 
ess  day. 

On  the  go?  Go  with  a  Dictaphone 
ortable  dictating  unit.  We  make  the 
lost  complete,  most  sophisticated 
ne  in  the  business.  They're  small, 
asy  to  work  and  travel  light.  So 
herever  you  are,  whatever  you're 
oing,  you  can  get  your  thoughts 
own  on  tape  just  as  fast  as  you  can 
link  of  them. 

And  back  in  the  office,  the  last 
ling  you  want  to  be  doing  is 
ushing  a  pencil.  A  Dictaphone  desk- 
)p  dictating  machine  is  handsome, 
Dnvenient  and  has  features  that 


really  help  you  get  through  your 
paperwork  fast.  Combined  with  a 
Dictaphone  transcriber  for  your 
secretary,  you'll  make  better  use  of 
your  time  than  ever  before.  And  have 
more  time  to  do  the  work  that  really 
counts. 

Today  more  than  ever,  business 
leaders  get  more  done  with  the 
business  leader:  Dictaphone. 

What  Dictaphone  did  for 
dictation,  Dictaphone  is  now  doing 
for  word  processing. 

4jp  Dictaphone 

A  Pitney  Bowes  Company 


Frm  ready  to  be  number  one,  with 
I  number  one.  Send  me  more  informa- 
|  tion  on:  □  Dictaphone  dictation  porta- 
|  bles  □  Dictaphone  dictation  desktops 

|  Name  

I  Title;  Phone  


Company. 

Address  

City  


_State_ 


.Zip. 


Mail  to:  Dictaphone  Corporation,  120  Old 
I  Post  Road,  Rye,  New  York  10580 

I  Or  call  toll-free  1-800-431-1708 

j  (Except  Hawaii  and  Alaska)  In  New  York  call 
1-914-967-2249.  BF-102 
|  Dictaphone  Is  a  trademark  of  Dictaphone  Corpora- 
tion. Rye.  New  York.  ©1982  Dictaphone  Corp.  j 


Hot  issues  and  cold  comfort 


The  scent  of  hot  new  issues  pulled 
customers  into  John  Muir  &  Co.  in 
droves.  The  trouble  was  that  a  lot 
of  the  hot  stuff  quickly  turned 
cold.  At  the  moment,  there  are 
three  times  as  many  losers  as  there 
are  winners.  A  total  of  $49,000  in- 


vested evenly  over  Muir's  49  issues 
is  now  worth  $45,412.  It  could 
have  been  worse,  of  course,  and  it 
was — considering  the  trifling 
yields  on  most  of  those  unseasoned 
stocks  and  the  opportunity  cost  of 
the  cash  sunk  into  them. 
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Aero  Services  International 
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Central  Corporate  Reports  Service 
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Note  Data  adjusted  for  stock  splits.    *Unit  offering.    'Acquired  by  Scottish  &  York  Holdings  Ltd. 
7/13/81 .  Recent  price  is  ca.sh  received.    2In  bankruptcy    'Acquired  by  Servamatic  Solar  Systems 
1  for  1.    4Acquired  by  MGFOil — 1  share  MGF  for  4.27  shares  Griffin    ''Name  changed  to  Robotic 
Vision  Systems.    ''Name  changed  to  Custom  Energy  Services     Includes  spinoff — 1  share  National 
Energy  Capital  for  each  s  shares  of  Cogenic.  
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ers  at  Muir. "  By  comparison  with  other' 
SIPC  cases,  that  is  a  good  recovery.  But 
it  is  little  comfort  for  customers  like 
Mrs.  Betty  Lou  Embry,  a  Muir  client 
who  lives  in  Austin.  Her  account  wasi 
worth  well  over  the  $500,000  SIPC 
insurance  limits  on  the  day  Muir  went 
into  liquidation. 

According  to  her  attorney,  James  C. 
Boone,  the  Embry  account  included 
such  volatile  issues  as  Texas  General 
Resources,  which  plunged  from 
"around  30  to  3  or  4"  during  the  14 
months  in  which  she  was  unable  to 
trade  her  stocks.  Securities  that  were 
"worth  around  $500,000,"  continues 
Boone,  "were  probably  down  to 
around  $380,000  or  maybe  $350,000" 
by  the  time  the  trustee  delivered 
them  out.  In  addition  to  the  losses, 
there  were  legal  fees.  "We  haven't  fig- 
ured them  out  yet,"  says  lawyer 
Boone,  "but  Mrs.  Embry  had  counsel 
here  in  Houston  and  we  had  to  hire 
New  York  counsel,  so  the  cost  is  not 
inconsiderable." 

The  lawyers  are  still  at  it.  About 
500  customer  claims  are  still  up  in  the 
air,  mainly  because  of  unresolved 
questions  over  Muir's  bookkeeping. 
Robert  La  Joie,  for  example,  a  Torring- 
ton,  Conn,  fireman,  contends  he  is 
out  several  thousand  dollars  because 
of  a  mix-up  in  the  stocks  that  Muir 
credited  to  his  account.  Mark  Lessner, 
an  account  executive  at  radio  station 
WEEI  in  Boston,  Mass.,  maintains  the 
trustee  has  yet  to  make  good  the  in- 
terest on  a  $1,600  Muir  check  that 
bounced.  Ron  Glazier,  a  Hartford, 
Conn,  insurance  broker,  grumbles  he 
has  been  unable  to  get  out  of  a  41,500- 
share  position  in  American  National 
Petroleum  at  a  profit  because  of  yet 
another  foul-up  in  the  books.  To  Gla- 
zier, the  experience  has  been  a  "night- 
mare." "Investors,"  he  says,  "should 
not  be  hung  out  to  dry  for  over  a  year's 
time." 

Glazier  has  plenty  of  company  on 
that  one.  An  SIPC  task  force  reex- 
amined the  protection  process  recently 
and  concluded  that  it  is  impossible  to 
give  brokerage  firm  customers  the 
same  instant  relief  that  the  Federal 
Deposit  Insurance  Corp.  affords  bank 
depositors.  The  two  businesses,  the 
task  force  report  said,  are  just  too 
different. 

Investors  have  a  clear  priority  over 
hundreds  of  other  general  creditors — 
former  employees  and  other  broker- 
dealers,  for  instance,  and  SIPC  itself, 
which  thus  far  has  got  back  only 
about  $2.5  million  of  the  $18.2  mil- 
lion it  put  into  the  rescue  operation. 
But  the  Muir  experience  shows  that 
the  protection  SIPC  offers  to  investors 
is  neither  complete  nor  painless. 
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"In  the  beginning,  "wrote  Car  and 
Driver,  "when  BMW  said,  Let  there 
be  sports  sedans,  there  were  many 
other  companies  that  failed  to 
grasp  the  importance  of  this  edict." 

What  went  ungrasped  was  the 
nature  of  performance  itself,  some- 
thing more  complex  than  the  one- 
dimensional  virtue  of  a  powerful  en- 
gine or  an  aerodynamic  body  design. 

Performance  is  a  sort  of  collec- 
tive noun— comprising  not  just  road- 
holding  prowess,  or  agility  through 
corners,  or  spirited  acceleration,  but 


all  of  these  in  tandem. 

Which  is  also  an  excellent  defini- 
tion of  the  BMW320i. 

PERFORMANCE^ 
THE  UNABRIDGED  VERSION. 

Like  all  BMW's,  the  320i  isn't  so 
much  the  sum  of  its  parts  as  it  is 
a  perfect  balance  of  them— engine 
matched  to  suspension,  suspension 
to  gearbox,  etc.— all  refined  and  re- 
refined  endlessly. 

Its  fuel-injected  4-cylinder  en- 
gine has  served  as  the  basis  for 
BMW  racing  engines  that  are  now 


competing  successfully  in  Formul 
One  Grand  Prix  events. 

Its  gearbox  is,  as  one  automo 
five  critic  noted,  "the  perfect  con 
plement  to  the  (320i's)  willing 
engine,"  and  suggests  compansor 
with  the  effortless  meshing  of  pre 
cision  timepieces. 

Which  is  complemented  by 
the320i's  suspension,  fully  indepe 
dent  and  fully  capable  of  removing 
the  treachery  from  even  serpentir 
stretches  of  roadway. 

All  that  synergy  breeds  eff  i 
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icy,  giving  the  320i  the  fuel  mile 
figures  usually  reserved  for 


noboxes:  an  EPA-estimated  [2J5 
b,  36  mpg  highway* 
The  result  overall  is  "maybe  the 
t  balanced  small  sedan  around" 
r  and  Driver).  A  balance  that  can 
be  struck  overnight,  or  willed 
being  the  moment  market  con- 
bns  make  it  advisable. 
VALUE. 
ACCORDING  TO  THE  320i. 
What  is  a  car  really  worth? 
latever  the  market  is  willing  to  pay 


at  any  given  moment. 

By  that  standard ,  the  320i  is  one 
of  the  most  valuable  cars  in  its  price 
class.  According  to  the  April  1982 
NADA  Used-Car  Guide,  the  average 
320i  sold  over  the  past  three  years 
has  retained  an  astonishing  95.7% 
of  its  original  price* 

It's  also  one  of  the  better  pro- 
tected cars  in  its  price  class,  covered 
by  a  3-year/36,000-mile  limited  war- 
ranty and  a  6-year  limited  warranty  a- 
gainst  rust  perforation .  (See  your  local 
BMW  dealer  for  complete  details.) 


icy  figures  are  for  comparison  only  Your  actual  mileage  may  vary,  depending  on  speed,  weather  and  trip  length;  actual 
>  price  Your  selling  price  may  vary  according  to  the  condition  of  your  car  and  whether  you  sell  it  privately  or  to  a  dealer 


All  things  considered,  it's  under- 
standable why  other  car  makers  "are 
already  boasting  that  their  next  gen- 
eration of  sporty  coupes  will  feel  and 
drive  like  their  target  car,  the  320i" 
(Motor  Trend). 

If  you're  unwilling  to  wait  that 
long  for  someone  else's  interpretation 
of  a  320i,  we  invite  you  to 
take  a  thorough  test  drive 
of  the  original  at  a  BMW  ' 
dealer  near  you. 

THE  ULTIMATE  DRIVING  MACHINE. 

BMW,  MUNICH.  GERMANY 

highway  mileage  will  most  likely  be  lower  'Based  on  average 
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There  is  one  man — maybe  the  only 
man — confident  that  SIPC  and  every- 
body else  involved  can  get  back  100 
cents  on  the  dollar.  That  man,  of 
course,  is  Raymond  Dirks,  the  per- 
sonable, fast-talking  securities  ana- 
lyst who  in  just  four  years  almost 
singlehandedly  made  John  Muir  & 
Co.  a  big  name  in  the  low-price, 
speculative  new-issues  market. 
Dirks,  who  became  something  of  a 
big  name  himself  in  1973  when  he 
blew  the  whistle  on  the  Equity  Fund- 
ing scandal,  describes  himself  as  "in- 
corrigibly optimistic." 

Given  his  present  portion  of  woe, 
that  description  could  not  be  more 
accurate.  All  of  Dirks'  personal  cap- 
ital in  Muir — about  $2.1  million — has 
already  been  washed  out  in  the  liqui- 
dation. Further,  as  a  general  partner, 
he  (along  with  a  couple  of  associates) 
faces  unlimited  liability  for  all  of 
Muir's  unpaid  debts,  including  what 
may  turn  out  to  be  a  multimillion- 
dollar  obligation  to  SIPC.  He  is  about 
to  go  to  trial  in  a  civil  suit  in  which  an 


old  antagonist  from  Equity  Funding 
days — the  SEC — seems  to  be  alleging 
that  Muir  used  a  reinsurance  com- 
pany it  underwrote  to  prop  up  prices 
on  several  other  issues  that  it  also 
brought  to  market.  Dirks  and/or  Muir 
are  also  defendants  in  stockholder 
suits  alleging  that  the  brokerage  firm 
failed  to  disclose  major  shortcomings 
in  two  other  underwritings  that  cost 
investors  dearly. 

"We  made  a  lot  of  mistakes,"  Dirks 
concedes,  but  he  insists  that  SEC  in- 
vestigators won't  find  the  "big  smok- 
ing gun  they're  looking  for."  As  to  the 
potential  liability  staring  him  in  the 
face,  Dirks  thinks  it  can  be  covered — 
"over  a  period  of  time" — by  the  values 
that  are  sure  to  spring  up  in  the  war- 
rants he  and  Muir  took  on  virtually  all 
of  the  49  issues  they  brought  to  mar- 
ket between  the  fall  of  1977  and  the 
summer  of  1981. 

Most  of  those  warrants  are  current- 
ly in  the  hands  of  the  trustee,  and  if 
the  stock  market  does  turn  up,  they 
could  cover  a  lot  of  debt.  "Sometimes 


Taxing  Matters 


It  took  the  Court  of  Appeals  to  show  the  IRS 
it  was  cutting  off  its  nose  to  spite  its  face. 


They  have  it 
their  way 


By  Laura  Saunders 


T|  he  top  brass  at  McDonald's 
Corp.  got  a  break  the  other  day 
from  the  IRS.  In  the  same  trans- 
action McDonald's  was  able  to  get 
both  higher  earnings  and  lower 
taxes — a  feat  you  don't  see  too  often. 
Unfortunately,  according  to  Robert 
Willens,  a  sharp-eyed  tax  partner  at 
Peat,  Marwick,  McDonald's  success 
in  court  may  be  the  kiss  of  death  for 
some  tax-free  stock  swaps. 

It  all  began  in  1973  when  McDon- 
ald's decided  to  buy  $30  million 
worth  of  its  restaurants  from  three 
franchisees  in  the  Midwest.  In  any 
such  merger,  the  buyer  can  treat  the 


transaction  as  a  purchase  of  assets  or 
as  a  pooling  of  interests.  If  the  sellers 
get  stock  for  their  company,  the  sale 
can  be  tax-free  for  them  and  allows 
the  buyer  to  use  so-called  pooling-of- 
interest  accounting.  This  means  ihe 
company's  assets  are  brought  onto  the 
buyer's  books  at  historic  cost,  not  at 
the  higher  purchase  price.  That  keeps 
depreciation  down  and  allows  for 
higher  earnings.  McDonald's 
wouldn't  comment,  but  in  this  case 
that  may  be  as  much  as  20  cents  a 
share  over  five  years. 

On  the  other  hand,  if  the  sellers 
receive  cash  for  their  company,  the 
merger  is  taxable  to  the  sellers.  The 
buyer,  in  turn,  gets  to  step  up  the 


these  things  work  out,"  says  Ray 
Dirks.  "SIPC  will  get  all  their  money 
back.  You  just  have  to  have  a  little 
patience,  but  of  course  a  little  bit  of 
luck  helps,  too." 

Dirks,  like  many  of  his  customers, 
is  going  to  need  sizable  quantities  of 
both  commodities  to  get  out  ahead.  A 
few  Muir  offerings — Digital  Switch, 
Nitron  and  Tn-American,  for  exam- 
ple— have  given  investors  a  really 
good  run  for  their  money.  Some  36  of 
them,  however,  over  70%  of  all  those 
shoved  out  the  door,  are,  at  the  mo- 
ment, trading  below,  in  many  cases 
substantially  below,  the  original  offer. 

Ray  Dirks  has  shown  plenty  of  re- 
siliency in  the  past,  but  the  perfor- 
mance to  date  on  his  assortment  of 
hot  issues  suggests  that  even  a  Harry 
Houdini  would  have  trouble  wiggling 
out  of  the  mess  at  Muir. 

There's  one  clear  moral  in  his  plight 
for  all  others:  If  you  must  play  the 
hot-issues  game,  don't  think  there's 
enough  asbestos  in  SIPC  to  keep  you 
from  getting  burned.  ■ 


value  of  the  company  it  has  bought, 
and  thus  get  more  tax  savings  from 
higher  depreciation  charges.  This 
cash  flow  boost  could  have  come  to  $7 
million  or  more  for  McDonald's. 

The  franchise  sellers  wanted  cash  at 
first.  They  were  willing  to  pay  capital 
gains  taxes;  they  just  wanted  to  sell. 
McDonald's  persuaded  them  to  take 
100%  stock,  but  arranged  to  sell  those 
shares  for  them  at  its  next  offering, 
which  was  six  months  after  the  deal. 

By  treating  the  deal  as  a  stock  swap, 
McDonald's  was  able  to  avoid  writing 
up  the  value  of  assets  in  its  annual 
report  to  investors.  That  also  meant  it 
could  show  better  earnings  as  a  result 
of  lower  depreciation.  So  far,  so  good. 
But  McDonald's  also  wanted  to  be 
able  to  have  higher  depreciation  on  its 
tax  books  if  it  could.  That  would  save 
taxes.  You  can't  have  your  cake  and 
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Taxing  Matters 


eat  it  too?  Don't  underestimate 
McDonald's. 

In  order  for  a  stock  swap  to  be  tax- 
free  to  the  sellers,  the  IRS  says  there 
must  be  "continuity  of  interest."  In 
other  words,  the  franchisees  in  this 
case  must  have  intended  to  hang  on  to 
the  McDonald's  stock  for  some  time. 
But,  McDonald's  argued,  they  didn't 
have  any  such  intention.  Thus,  it  was 
a  taxable  merger  for  the  sellers.  Since 
the  sellers  had  converted  to  cash  al- 
ready, they  had  paid  the  tax.  So,  on  its 
tax  books,  McDonald's  started  to  take 
the  depreciation. 

The  IRS  was  not  amused.  It  thought 
McDonald's  didn't  deserve  pooled-in- 
terest accounting  and  less  tax.  So  off 
they  all  went  to  Tax  Court.  The  court 
agreed  with  the  IRS  and  said  that 
since  there  was  no  legal  obligation  to 
sell  the  shares  (it  was  not  written  into 
the  agreement),  the  merger  was  a  tax- 
free  reorganization,  and  McDonald's 
would  not  get  higher  depreciation  on 
its  tax  books. 

What  the  IRS  (and  the  Tax  Court) 
didn't  notice  was  that  it  was  cutting 
off  its  nose  to  spite  its  face.  True,  the 
IRS  did  win  the  money  it  wanted  from 
McDonald's,  but  in  so  doing  it  left  the 
door  open  for  many  future  sellers  to 


get  away  without  paying  taxes.  By 
focusing  only  on  "legal  obligation  to 
sell"  it  greatly  broadened  the  meaning 
of  tax-free  mergers  to  include  deals 
that  met  that  criteria — but  possibly 
not  others.  Jack  Greenberg,  chief  fi- 
nancial officer  of  McDonald's,  en- 
joyed the  irony  of  it  all:  "It  was  silly. 
Here  we  were,  arguing  that  a  transac- 
tion was  taxable,  and  there  they  were, 
arguing  that  it  was  tax  exempt." 

The  Court  of  Appeals,  however,  no- 
ticed that  the  IRS  was  sharply  narrow- 
ing the  definition  of  taxable  merger  and 
reversed  the  decision.  It  even  wrote, 
with  unusual  acidity:  "The  Commis- 
sioner's victory  was  Pyrrhic  and  he 
should  welcome  reversal.  The  decision 
was  barely  six  months  old  before  the 
tax  planners  were  publicizing  the  pos- 
sibilities for  manipulating  it.  [There 
are  at  least]  nine  new  types  of  tax 
avoidance  that  the  case  opens  up." 

All's  well  that  ends  well,  at  least  for 
McDonald's,  which  got  it  all.  In  spite 
of  itself,  the  IRS  got  the  larger  victory 
because,  Willens  says,  it  has  more 
power  than  ever  before  to  look  at  post- 
merger  sales  of  stock.  Now  it  can  de- 
cide if  mergers  designed  to  be  tax-free 
are,  in  fact,  taxable.  If  enough  people 
sell  the  shares  they  receive  in  pay- 
ment, that  could  jeopardize  the  tax- 
exempt  status  of  those  still  holding 
them.  "Of  course,  these  rules  existed 


before,"  he  says,  "but  they  were  like 
laws  about  spitting  on  the  sidewalk. 
Nobody  worried  much  about  them." 

Who  loses?  Anyone  who  wants  to 
do  a  tax-free  stock  swap. 

It  pays  to  shop  around 

Exxon  U.S.A.  expanded  into  Wiscon- 
sin in  1965,  with  its  oil  marketing 
operations.  That  year,  the  way  Exxon 
keeps  books,  it  lost  $82 1,000  there.  But 
not  according  to  the  state  of  Wisconsin. 
Wisconsin,  like  many  other  states, 
taxes  corporations  on  the  basis  of  the 
company's  total  income,  not  just  the 
money  it  made  in  the  state.  Wisconsin 
said  Exxon  had  profits  of  $759,000 
there  in  the  first  year.  Exxon  appealed 
to  the  Supreme  Court  and,  in  1 980,  lost. 

The  fact  that  Exxon  would  fight  for 
15  years  over  a  paltry  $759,000  is  just 
one  example  of  how  seriously  corpo- 
rations have  now  come  to  take  state 
taxation. 

"In  the  old  days,  nobody  much 
thought  about  state  taxes,"  says  Leon- 
ard Powers,  an  attorney  and  tax  part- 
ner with  Arthur  Andersen  &.  Co. 
"You  just  deducted  them  from  your 
federal  taxable  income."  But  if  you 
have  reduced  your  tax  bill  to  zero  or 
near  zero  through  investment  tax 
credits,  tax  credit  lease  arrangements 
and  more  liberal  depreciation,  state 


airways        v  :^--v 

guarantees  you  new 
convenience  from  N.Y 
to  London  with  our  9:30  AM 
Concorde  (good  connections  to 
Europe)  and  new  1:45  PM  flight— for 
only  $165  more  than  our  First  Class  fare. 
Or  catch  our  12:55  PM  from  Washington,  only 
$95  more  than  First  Class.  Call  toll  free  for  your 
free  Concorde  booklet,  1-800-331-1750  Operator  221. 


Buy  high 


Sell  low. 

And  come  out  ahead. 

Interest  rates  are  apt 
to  move  in  a  fickle  manner. 
Catching  you  off  guard. 

But  astute  money 
managers  cover  themselves. 
With  futures  contracts  on 
financial  instruments. 

The  principle  is  the  same 
as  hedging  commodities. 
Except  you  buy  contracts 
when  you  think  interest  rates 
will  be  going  down.  And 
selJ  to  cover  rising  rates. 

Futures  can  help  lock 
in  the  interest  cost  of  a  loan 
or  the  yield  on  an  investment. 

The  end  result  of  finan- 
cial futures  may  be  soothing 
to  the  corporate  finances. 

But  the  process  of  get- 
ting there  can  be  wracking  to 
the  nerves. 

Financial  futures  require 
constant  monitoring.  Intricate 
computer  models.  And 
advisors,  like  ours,  who,  even 
amidst  wild  interest  rate 
gyrations,  always  seem  to 
know  one  thing. 

Which  way  is  really  up. 

c 

CONTINENTAL  BANK 


Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago,  231  South  LaSalle  Street,  Chicago,  Illinois  60693 
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Taxing  Matters 


taxes  become  much  more  important. 
Under  pressure  from  taxpayer  revolts 
like  California's  Proposition  13  and 
reduced  federal  support,  states  have 
become  more  aggressive  in  going  after 
firms  operating  within  their  borders. 
So  the  battle  is  joined. 

"Many  corporations  were  bypassing 
good  state  tax  credits  just  because  they 
only  had  one  guy  in  charge  of  state 
taxes,"  notes  William  Katz,  a  state  tax 
specialist  for  Ernst  &  Whinney.  "That 
guy  was  only  trying  to  achieve  compli- 
ance with  the  state  laws.  He  didn't 
have  time  to  pay  attention  to  possible 
ways  of  saving  taxes.  Now  corpora- 


tions are  willing  to  spend  the  extra 
dollar  to  hire  another  guy  to  deal  with 
the  more  complex  state  tax  policies 
and  save  the  extra  money." 

The  states'  favorite  weapon  is  ap- 
portionment (sec  Taxing  Matters,  Aug 
30)  of  the  sort  Wisconsin  was  using  on 
Exxon.  While  the  exact  formula  varies 
from  state  to  state,  tax  calculators 
base  their  claim  to  corporate  income 
on  the  percentage  of  a  corporation's 
property,  payroll  and  sales  located 
within  its  borders.  The  problem  is 
that  each  state  calculates  that  appor- 
tionment formula  differently,  so  it's 
possible  for  a  corporation  operating  in 
many  states  to  end  up  being  taxed  on 
more  than  100%  of  its  income. 

Not  surprisingly,  corporations 
think  that's  unfair  and  have  taken  the 
states  to  court.  The  companies  have 
developed  other  strategies  for  fighting 
back,  as  well. 

Many  companies  with  separate  op- 
erating divisions  are  incorporating 
each  division  or  the  operations  within 
each  state.  That  way  the  apportion- 
ment formula  can  be  applied  only  to 
that  one  division,  not  the  whole  com- 
pany. "If  Exxon  had  done  that  in  Wis- 
consin, Wisconsin  couldn't  have 
touched  them,"  says  Arthur  Ander- 
sen's Powers.  Roger  Bonney,  Exxon 
U.S.A.'s  coordinator  of  tax  policy, 
isn't  so  sure.  More  states  are  deciding 
to  disregard  the  separate  incorpora- 
tion and  treat  all  related  incorporated 


subsidiaries  as  one  entity,  he  says. 

One  way  of  dealing  with  apportion- 
ment is  to  accept  that  it  exists  and  use 
it  to  your  advantage.  For  example,  a 
capital-intensive  companv,  such  as  a 
steel  manufacturer,  would  be  better 
off  in  Iowa,  a  state  that  taxes  strictly 
on  the  basis  of  sales  within  the  state. 
The  company  would  do  even  better  in 
Texas  where  there  is  no  corporate  in- 
come tax  at  all. 

"A  corporation  will  move  an  old 
facility  from  a  high  tax  state  like 
Pennsylvania  to  where  the  taxes  are 
lower,  instead  of  refurbishing  the 
plant,"  says  Ruurd  Lecgstra,  director 
of  state  and  local  taxation  at  Coopers 
&  Lybrand. 
The  northeastern  states  have  been 
particularly  hurt  by 
this  trend.  "Those 
states  played  a  hard- 
nosed  game,"  says  one 
Big  Eight  accountant. 
"They  figured  that  in- 
dustry was  there  and 
couldn't  move  because 
they  had  so  much  cap- 
ital investment  there. 
They  refused  to  give  in- 
centives and  exacted 
their  pound  of  flesh. 
They  are  now  reaping  what  they  have 
sown." 

States  like  Delaware  have  learned 
from  this.  Last  year  Delaware  created 
legislation  making  it  profitable  for 
banks  to  relocate  there.  The  tax  rate 
starts  at  8.7%  but  drops  to  2.7%  once 
income  passes  $30  million.  The  re- 
sult? Twelve  banks,  including  Citi- 
corp and  Chase  Manhattan,  have 
opened  facilities  in  Delaware  since 
the  legislation  passed. 

The  upshot  of  all  this  is  simple. 
While  no  corporation  is  going  to  de- 
cide to  move  solely  on  the  basis  of 
taxes,  the  state  tax  rate  has  become 
far  more  important  in  those  calcula- 
tions. For  states  that  means  how  they 
calculate  their  tax  rate  is  becoming  as 
important  an  inducement  as  their 
roads,  schools,  recreation  and  work 
force  in  attracting  companies. 

— Paul  B.  Brown  and  Laura  Rohmann 

Early  bird 
gets  worm 

On  New  Year's  Day  1983,  a  com- 
pany that  buys  an  asset  that's  eli- 
gible for  an  investment  tax  credit 
won't  be  able  to  depreciate  as  much  as 
it  can  now.  That's  because  the  new 
tax  law  requires  that  half  the  value  of 
the  investment  tax  credit  be  deducted 
from  the  value  of  the  asset  when  fig- 
uring depreciation. 

Say,  for  example,  an  oil  company 


70 


buys  S 1 0  million  worth  of  new  explo- 
ration equipment  with  a  five-year  life. 
The  investment  tax  credit  is  10%,  or 
$1  million.  Does  the  company  depre- 
ciate $10  million  or  $9  million?  The 
new  bill  makes  a  compromise  that 
may  make  little  logical  sense  but  sat- 
isfies Congress.  Now,  instead  of  get- 
ting $10  million  in  depreciation  as  it 
would  this  year,  the  company  sub- 
tracts 50%  of  the  tax  credit  and  depre- 
ciates only  $9.5  million.  Assuming 
the  company  is  paying  a  46%  corpo- 
rate tax  rate,  that  effectively  costs  it 
$230,000. 

"There  is  an  immediate  advantage 
to  accelerating  purchases  of  equip- 
ment," says  Gregory  Levy  of  the  ac- 
counting firm  of  Oppenheim,  Appel, 
Dixon  &  Co.  "But  there's  certainly  an 
ongoing  detriment  to  companies  if 
this  stays  in  effect." 

The  Treasury,  of  course,  is  hungry 
for  cash,  and  it  figures  that  in  fiscal 
1983  this  measure  alone  will  bring  in 
$362  million,  with  even  bigger  rev- 
enues down  the  road:  In  fiscal  1984 
they're  hoping  for  $1.4  billion. 

It's  not  a  new  idea.  Back  in  the  early 
Sixties  when  the  investment  tax  cred- 
it was  first  introduced,  there  was  a 
provision  like  this  one  that  was  even 
more  restrictive.  At  that  time  compa- 
nies had  to  deduct  100%  of  the  invest- 
ment tax  credit.  That  was  abolished 
in  1964,  and  companies  could  get 
their  credit  and  depreciate  the  full 
value  of  the  asset,  too.  Then  the  in- 
vestment tax  credit  was  killed  alto- 
gether in  1969.  When  it  was  revived  in 
1971,  companies  were  able  effectively 
to  keep  the  full  value  of  the  invest- 
ment tax  credit. 

How  will  the  accountants  want 
companies  to  show  this  on  their 
books?  Nobody  is  sure  yet.  The  FASB 
is  still  deliberating.  There  are  two  ba- 
sic methods  under  consideration, 
however.  In  the  one  the  FASB  favors, 
the  blow  to  cash  flow  would  be  sub- 
tracted from  income  in  the  year  the 
investment  tax  credit  was  given.  In 
the  second,  it  would  be  spread  out 
over  the  life  of  the  asset. 

The  companies  do  have  one  option, 
which  would  make  the  accounting 
clear.  According  to  the  bill,  a  firm  can 
take  a  smaller  investment  tax  cred- 
it— 8%  instead  of  10% — and  not  have 
to  subtract  anything  from  the  asset 
value  base. 

However  companies  deal  with  this 
new  situation,  there's  little  question 
that  those  who  were  considering 
buying  capital  equipment  in  early 
1983  may  decide  to  do  it  a  few  months 
sooner — a  sorely  needed  Christmas 
present  for  the  ailing  industrial  equip- 
ment industry. — Janet  Bamford 
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Where  is  the  Bell  System  going? 


Nothing  has  done  so  much  to 
inge  the  world  we  live  in  as  the 
ephone. 

Yet  the  basic  operating  princi- 
ss  of  the  Bell  System  itself  have 
inged  very  little  over  the  past 
ndred  years. 

It  was  all  because  we  had  a 
gle  overriding  goal:  universal 
■vice.  Dependable  service  at 
isonable  rates  for  everyone  who 
nted  it. 

And  in  order  to  achieve  this 
al,  telephone  exchanges  were 
ablished  as  exclusive  franchises 
i  were  permitted  to  operate 
:hout  competition.  But  the  gov- 
unent  strictly  regulated  our 
|es  and  profits. 
jToday,  96%  of  the  nation's 
nes  have  phone  service. 
So  now  America  and  the  Bell 
stem  can  change  old  goals  for 
v  ones. 

The  regulators  and  legislators 
:his  country  are  looking  more  to 
:  marketplace  and  competition - 
her  than  regulation -to  decide 
io  will  provide  competitive  ser- 
es and  equipment  and  how 
y  will  be  priced, 
ifhe  biggest  force  behind  this 
inge  has  been  new  technology 


which  has  changed  the  very  nature 
of  telecommunications. 

We  are  on  the  threshold  of  a 
new  era.  The  Information  Age. 
The  technology  of  communica- 
tions has  gradually  merged  with 
that  of  computers.  And  the  mar- 
riage of  these  two  technologies 
offers  the  potential  for  an  impres- 
sive array  of  new  customer 
services. 

However,  the  blending  of  these 
two  technologies  has  also  blurred 
the  boundaries  between  a  tradi- 
tionally regulated  business -com- 
munications-and  the  unregulated 
data-processing  industry. 

This  circumstance  has  led  to 
some  major  rethinking  of  public 
policies  on  telecommunications. 

Policies  to  which  the  Bell 
System  must  conform. 

And  in  order  to  conform,  the 
Bell  System  must  change. 

To  begin  with,  the  Bell  tele- 
phone companies  will  have  to  be 
separated  from  their  parent  com- 
pany, AT&T.  Among  other  things, 
these  local  operating  companies 
will  continue  to  provide  basic  local 
service  under  state  regulation,  and 
they'll  serve  as  the  gateway  to  the 
new  Information  Age. 


Because  it  is  being  thrust  into  a 
marketplace  that  is  intensely  com- 
petitive, AT&T-the  parent  com- 
pany-is also  going  to  change.  The 
task  of  bringing  these  changes 
about  is  an  enormous  one.  But  we 
are  determined  to  make  the  transi- 
tion a  smooth  one. 

AT&T  will  continue  to  create 
and  provide  new  products  and 
services  to  meet  your  changing 
needs.  And  Western  Electric,  Bell 
Labs  and  Long  Lines  will  continue 
to  remain  vital  parts  of  AT&T. 

We  want  to  keep  our  custom- 
ers, shareowners  and  employees 
informed  every  step  of  the  way.  So 
along  with  your  local  Bell  tele- 
phone company,  we'll  be  talking 
with  you  in  ads  like  this  about 
varying  aspects  of  the  coming 
changes. 

It's  all  part  of  the  "Let's  Talk" 
program  set  up  by  the  Bell  System. 

Each  ad  will  have  a  number  to 
call:  1 800  555-5000. 

There'll  be  somebody  to  talk  to. 
Somebody  to  help  you.  Somebody 
to  answer  your  questions.  Some- 
body to  get  you  information. 

So  call  us.  And  we'll 

to  you.  8   Let's  talk. 


(2)  Bell  System 


Our  2-Pound  Pak  makes  you 
look  good  for  less. 


"They  say  the  price  Jonesy  pays 
for  success  is  only  $9.35" 


ISPS  1982 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  flat  rate  that  lets  you  send 
up  to  2  pounds  delivered  overnight,  anywhere 
we  go,  tor  only  $9.35.  It's  called  the  2-Pound 
Pak,  and  it'll  make  you  look  good  for  less. 

Here's  why: 
Economy:  It  costs  about  half  as  much  as  the 
$20.00  some  charge  to  send  2  pounds. 
Reliability:  We  now  deliver  over  70,000  over- 
night packages  and  letters  on  time,  every  day. 
Convenience:  In  major  cities  you'll  find  spe- 
cial Collection  Boxes.  Or  give  your  pack- 
age to  the  letter  carrier  who  comes  to  your 
building,  or  find  us  in  over  3,000  Post 
Offices  in  1 ,200  cities. 
Use  the  Express  Mail  2-Pound  Pak  for  all  your 
overnight  deliveries.  The  price  you  pay  for 
success  will  be  less. 


Express  Mail "Cg. 
Next  Day  Service. 


New  opportunities  are  sprouting  in  the  $3 
billion-a-year flower  industry — but  not  for 
old-fashioned  florists. 


Flower  power 


By  William  Harris 
with  Robert  Teitelman 

T|  HE  FRESH- FLOWER  BUSINESS,  a  $3 
billion-a-year  industry  at  retail 
in  the  U.S.,  is  not  exactly  grow- 
ing like  a  weed.  But  unit  sales  will  be 
up  10%  this  year,  despite  the  reces- 
sion and  two  prior  decades  of  wilting 
demand. 

This  performance  is  largely  due  to 
aggressive  marketing  skillfully  ap- 
plied in  what  has  long  been  a  letbargic 
mom-and-pop  industry.  Flower  folks 
now  know  that,  with  the  right  kind  of 
selling,  customers  will  buy  their  prod- 
ucts just  as  regularly  as  they  buy  yo- 
gurt or  Perrier. 

That  consumer  shift  is  the  result  of 
two  factors:  American  supermarket 
chains,  no  slouches  at  stimulating  de- 
mand, have  pushed  into  the  retail 
flower  business,  and  Dutch  growers, 


unlike  their  American  counterparts, 
have  been  spending  heavily  on  pro- 
motion. Flowers,  after  all,  are  Hol- 
land's third-largest  export. 

It's  not  hard  to  understand  why  Al- 
pha Beta,  Jewel,  Kroger  and  Ralph's 
have  plowed  into  posies  in  a  big  way. 
Flowers,  although  perishable,  can  be 
profitable.  Florists  typically  enjoy 
10% -plus  pretax  margins.  Supermar- 
kets do  even  better  by  buying  large 
quantities  directly  from  growers.  Not 
bad  in  that  business  in  which  overall 
profits  are  less  than  3%. 

Dutch  growers  view  the  U.S.  as  the 
Japanese  automakers  did  a  few  years 
back — as  the  last  great  untapped  mar- 
ket for  their  product.  The  Dutch 
shipped  $14  million  worth  of  chrysan- 
themums, carnations  and  200  other 
varieties  here  last  year.  That's  a  tiny 
fraction  of  the  $685  million  they  ex- 
ported in  1981,  mainly  within  Europe. 


But  exports  to  the  U.S.  are  already  up 
119%  in  the  first  half  of  1982.  Still, 
Americans  spend  a  mere  $10  per  capi- 
ta annually  on  fresh  flowers,  vs.  over 
$30  in  France,  Germany  and  Holland. 
"This  is  a  sleeping  giant  of  an  indus- 
try," confirms  Robert  Wilkins,  a  New 
Jersey  wholesaler.  "If  Americans  dou- 
bled their  consumption,  there 
wouldn't  be  enough  flowers  in  the 
world  to  meet  the  demand." 

Ah,  the  proverbial  "what  if."  But, 
the  fact  is,  flowers  have  a  bad  reputa- 
tion in  the  U.S.  For  one  thing,  they  are 
artificially  expensive.  Whether  from 
Holland,  Colombia,  Israel,  California 
or  Florida — the  major  growing  re- 
gions— retailers  automatically  tack 
on  a  250%-to-300%  markup.  Part  of 
the  reason  is  high  spoilage  caused  by 
low  volume.  In  Europe,  where  mar- 
gins are  thinner  but  turnover  is  great- 
er, one  dozen  jroses  costs  the  equiv- 
alent of  $3.50,  one-sixth  the  average 
U.S.  price.  Beyond  that,  American 
consumers  are  convinced  flowers  will 
never  last  longer  than  a  day  or  two, 
which  needn't  be  true.  Most  flowers 
will  stay  fresh  for  at  least  a  week  if  the 
stems  are  trimmed  and  the  water  is 
changed  regularly. 

U.S.  cultivation  techniques  are  up- 
to-date,  but  until  recently  the  domes- 
tic flower  industry  was  almost  cata- 
tonic from  years  of  doing  business  the 
same  old  way.  Most  of  the  nation's 
30,000  florists  are  content  to  ring  up 
annual  sales  averaging  $150,000  by 
doing  nothing  more  than  waiting  for 
the  phone  to  ring  in  time  for  the  next 
wedding,  birthday  or  holiday.  Lots  of 
florists,  for  example,  never  advertise 
or  run  sales.  Instead,  they  rely  on 
FTD,  the  72-year-old  cooperative  wire 


Daybreak  and  clay's  end  inside  a  wholesaler's  warehouse 

Aggressive  marketing  to  shatter /lowers'  bad  reputation  among  American  consumers. 
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service,  to  do  their  promotion.  FTD 
spent  $12.4  million  advertising  flow- 
ers as  gifts  last  year,  but  almost  .1 
third  of  the  business  it  generates  is 
still  funeral  related. 

Now  a  dozen  or  so  aggressive  retail- 
ers are  causing  ripples  throughout  the 
industry.  They  are  doing  nothing  es- 
pecially innovative — just  applying 
some  basic  retailing  techniques  to  the 
lackluster  flower  industry. 

Some  of  the  new  breed  have  adopt- 
ed mass  merchandising.  Christopher 
Conroy  got  into  the  flower  business 
22  years  ago,  at  the  age  of  19.  Today 
there  are  46  Conroy  flower  shops  in 
southern  California.  All  but  one  are 
franchised  outlets,  which  chalked  up 
total  sales  of  $20  million  last  year. 

Faced  with  the  absence  of  walk-in 
traffic  in  Los  Angeles, 
Conroy  came  up  with  a 
simple  scheme:  Create 
open-front  stores  and  fill 
them  with  massive  floral 
displays  easily  seen  by 
passing  motorists.  "We're 
just  a  glorified  bucket 
shop,"  Conroy  quips. 
Maybe  so,  but  a  Conroy 
franchise  is  not  cheap.  It 
costs  $50,000  for  the  fran- 
chising license,  then  an- 
other $320,000  to  build 
the  shop  to  Conroy's 
specifications.  On  top  of 
that,  he  collects  10Vi%  of 
each  store's  gross  annual 
receipts. 

Conroy,  who  recently 
sold  his  first  franchise  in 
northern  California,  plans 
to  expand  throughout  the 
West.  At  the  moment, 
however,  he's  busy  coun- 
tering industry  claims 
that  his  flowers  are  of 
poor  quality  and  are  there- 
fore scaring  away  poten- 
tial customers  every- 
where. "We're  going  on  TV  to  guaran- 
tee our  flowers  for  five  days,"  he 
snaps.  "But  our  first  responsibility  as 
a  franchiser  is  to  make  sure  the  sys- 
tem is  implemented." 

If  Conroy's  is  the  McDonald's  of  the 
flower  industry,  Bachman's  is  the  B. 
Dalton.  The  Minneapolis-based  Bach- 
man  family  has  been  selling  flowers 
since  1885.  Today  there  are  60  Bach- 
man  outlets  throughout  Minnesota. 
Sales  blossomed  to  $33  million  last 
year,  making  Bachman's  the  largest 
florist  in  the  U.S.  Moreover,  some 
30%  of  all  the  flowers  President  Stan- 
ley Bachman  sells  he  grows  himself, 
which  means  higher  profitability. 

Two-thirds  of  the  Bachman  outlets 
are  not  stores  but  flower  kiosks,  stra- 


tegically positioned  in  such  high-traf- 
fic areas  as  shopping  malls  or  inside 
supermarkets.  The  kiosk  idea  was  so 
successful  it  attracted  the  attention  of 
Pillsbury.  In  1971  the  corporation 
paid  Bachman  $5  million  for  that 
branch  of  the  business.  Sedqced  by 
those  10%  margins,  Pillsbury  under- 
estimated the  demands  of  a  high-vol- 
ume flower  operation  and  lost  money. 
By  1976  it  shut  many  of  the  kiosks 
and  sold  those  in  Minnesota  back  to 
the  Bachmans. 

You  don't  even  have  to  own  a  chain 
of  stores  to  make  good  money  selling 
flowers.  Take  lack  Connell,  whose 
Columbus,  Ohio  store  brought  in  over 
$2.5  million  in  sales  last  year.  How! 
For  one  thing,  Connell  has  tapped  the 
adolescent  consumer,  that  profligate 


New  York's  South/lower  Market 
Making  flower  buying  a  habit. 


group  which  pumps  millions  of  quar- 
ters into  video  games,  Big  Macs  and 
movies. 

Connell,  38,  advertises  on  rock  'n' 
roll  radio,  promoting  $10  puppy-love 
bouquets  called  The  Tickler.  "If  a  guy 
is  not  making  it  with  a  girl,"  jokes 
Connell,  "we  tell  him  to  tickle  her 
fancy  with  a  Tickler." 

Al  Felly  of  Madison,  Wis.  owns  six 
shops  and  has  built  a  $2.5  million 
business  by  selling  inexpensive, 
mass-produced  arrangements.  Felly 
has  an  inventory  of  some  1 5  bouquets, 
which  are  always  going  to  come  out 
looking  just  like  the  one  you  bought 
and  loved  last  week.  "We  sell  bou- 
quets, not  arrangements,"  he  ex- 
plains. "An  arrangement  is  something 


between  a  man  and  a  woman." 

The  newest  and  perhaps  most 
imaginative  of  the  retailers  is  Jose  Fal- 
coni,  who  created  New  York's  South- 
flower  Market.  Inside,  customers  pick 
out  single  stems,  not  bunches,  from 
buckets  sitting  on  shelves  and  on  the 
shop  floor.  Each  bucket  is  labeled  and 
priced,  and  none  of  the  gerberas,  al- 
stroemerias  or  lilies  is  locked  behind 
refrigerator  doors. 

Falconi,  a  34-year-old  former  inter- 
national banker  with  Chase  Manhat- 
tan, opened  his  first  shop  on  Colum- 
bus Avenue  in  New  York  21  months 
ago.  Now  there  is  a  second  on  Man- 
hattan's East  Side,  as  well  as  one  in 
Atlanta's  Lenox  Square  Mall.  Alto- 
gether these  three  outlets  are  already 
generating  $3  million  in  sales.  "We're 
not  really  struggling  for 
one  sale  on  Valentine's 
Day  or  one  on  Mother's 
Day,"  explains  Falconi. 
"We  want  you  to  come  in 
once  a  week,  and  there's 
only  one  way  to  do  that — 
good  stuff,  reasonably 
priced." 

Product  quality  and  as- 
sortment aside — his  in- 
ventory, he  says,  turns 
275  times  a  year — Falconi 
also  knows  the  value  of 
packaging.  His  flowers  are 
always  wrapped  in  a  tent 
of  clear  plastic,  the  stem 
bottoms  bound  in  gold  tin 
foil,  with  a  ribbon  added 
to  boot.  Not  a  bad  way  to 
make  four  gladiolus  look 
like  an  extravagant  gift. 
g  And  no  customer  leaves 
M  the  shop  without  being 
handed  a  packet  of  "flow- 
er food,"  an  antibacterial 
— '  agent  to  keep  the  stems 
unclogged. 

Falconi's  unique  combi- 
nation of  theatrical  pre- 
sentation and  shopping  ease  was  de- 
rived after  spending  a  year  studying 
the  retail  flower  business.  Today,  his 
formula  is  being  imitated  all  over 
New  York  City.  But  Falconi  doesn't 
have  time  to  worry  about  the  compe- 
tition. A  fourth  Southflower  Market 
will  open  in  Dallas'  plush  Galleria 
next  month,  and  Falconi,  along  with; 
his  ten  silent  partners,  is  now  talking 
about  a  move  into  Macy's. 

Modern  marketing  methods,  then, 
are  transforming  the  flower  business.^ 
If  the  new  merchandising  techniques 
are  successful,  Americans  may  soon 
spend  far  more  on  flowers  than  the)tf 
do  today — and  many  traditional  rel 
tailers  won't  be  around  to  enjoy  tha 
new  prosperity.  ■ 
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Promises  made,  promises  kept. 


uen  Falcon  Jet  delivers  so 
nsistently,  why  can't  other 
vnufacturers  keep  their  word? 

;  od  question — why  can 't  they? 
:f  they've  got  all  that  technology, 
jy  can 't  they  tell  you  in  advance 
Ev  far  their  new  business  jet  will  go, 
Iv  fast,  or  how  much  it  will  weigh? 

zalcon  Jet  can.  Because  we've  got 
I  engineering  to  back  it  up.  And  the 
vhnology  to  keep  on  building  in 

jrovements  from  the  time  we 
wiounce  a  new  model  to  the  time 
I FAA  certifies  it.  So  the  early  buyer 
I  ually  gets  a  better  airplane  than 
ii  ordered. 

Remember  the  jet  that  was 
mposed  to  fly  4000  nautical  miles 
mstop  at  Mach  .80?  Now  that  it's 

icon  200  performance  comparison 


Initial  announcement 
in  June,  1981 


FAA  certification 
July  6,  1982 


i  ie1 
st 

i  engine) 

I  (Off 

I  vay(BFL) 
■off  noise 
■  dB) 


2450  nm 


5050  lb2 


5250  ft 


85.5 


2600  nm 
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passengers,  crew,  baggage  and  NBAA  VFR  reserves 
sea  level.  76  °  F 
sea  level.  80"  F 


flying,  we  find  it's  25%  shorter 
in  range,  10%  slower  in  speed 
and  7,900  lb  overweight.  Those 
were  promises  made,  but  not 
promises  kept. 

The  newest  Falcon  makes  the 
point  again 

Take  the  Falcon  200,  for  instance. 
FAA  certified  on  July  6,  1 982,  it 
does  everything  we  said  it 
wo uld — and  more. 

It  goes  farther,  takes  off  shorter,  is 
quieter  and  uses  less  fuel.  Not  since 
the  Falcon  50  was  certified  in  1979 
has  a  new  business  jet  so  significantly 
exceeded  its  performance  guarantees. 

Performance  vs.  specsmanship 

Ever  notice  how  the  competition 
talks  about  flying  from  Los  Angeles  to 
New  York,  and  not  the  other 
way  around?  Maybe  that's 
because  they  haven't 
designed  and  certified  a 
plane  that  can  span  the 
continent  westbound, 
against  prevailing 
headwinds. 

Except  for  airplanes  in  the 
Falcon  50  class,  the  Falcon 
200  is  the  only  business  jet 


capable  of  flying  from  New  York  to 
Los  Angeles  nonstop,  against  the 
85  %  probability  headwinds  the 
airlines  use  for  flight  planning,  with 
eight  passengers,  baggage,  and 
NBAA  VFR  reserves. 

By  the  way,  it  not  only  gives  you 
longer  range  than  anything  else  in  its 
class  but  also  a  far  larger  cabin.  If 
you're  interested  in  business  aircraft, 
why  not  start  at  the  top?  Falcon  Jet 
has  the  only  full  line  of  business  jets, 
the  ones  flown  by  more  Fortune 
1000  companies  than  any  other  kind. 
And  our  record  of  delivering  new 
aircraft  which  actually  perform  as 
promised  (or  better)  is  unsurpassed. 

Use  the  coupon  below  or  call  Roy 
Bergstrom,  Senior  Vice  President 
Marketing,  at  201-288-8479. 


Falcon  Jet 

Teterboro.  N J  07608 


□  Call  me  about  the  benefits  of  purchasing  a 
Falcon  Jet  now 

□  Send  me  information  on  Falcon  Jet  aircraft 
Name   Title   


Company 
Address  _ 
City  . 


State  . 


.Zip 


Phone (  ) 
Nowflyinga 


F-10/25 


We  do  more  than  keep  our  promises. 
We  exceed  them. 


NOT  EVERYONE  CAN 
SERVICE  OFFICE  EQUIPMENT 
IN  THIS  NEIGHBORHOOD. 


Of  course,  not  everyone  has  customers  that  spread  their  office 
machines  over  a  neighborhood  139  million  miles  square  and  2  miles  deep. 

But  Xerox  does.  Our  equipment  can  be  found  on  everything  from 
naval  vessels  to  cargo  ships.  Cruise  liners  to  off-shore  oil  rigs. 

So  we've  stationed  Xerox  service  people  everywhere  from  Hawaii  to 
Naples.  San  Diego  to  Iceland. 

We've  helicoptered  our  people  out  to  service  seasick  copiers  on  oil 
rigs  in  the  Gulf  of  Mexico. 

We've  even  set  up  special  training  schools  so  sailors  can  keep  their 
copiers  copying  despite  the  constant  pitching  and  rolling  of  life  on  the 
high  seas. 

But  you  don't  have  to  sail  the  seven  seas  to  get  this  kind  of  service. 

Most  of  our  30,000  service  people  are  confirmed  landlubbers.  So  no 
matter  where  in  the  world  you  are,  Xerox  service  is  never  far  away. 

In  more  and  more  places,  all  you  have  to  do  is  pick  up  your  phone. 
The  service  person  who  takes  your  call  has  a  desktop  computer.  Within 
seconds,  your  machine's  life  story  flashes  before  his  eyes. 

With  this  information,  he  may  be  able  to  tell  you  how  to  repair  your 
own  machine. 

If  not,  he'll  dispatch  a  technical  representative.  Thanks  to  the  com- 
puter, he'll  arrive  fully  briefed  on  your  machine's  problem.  And  with  a 
solution  in  mind. 

When  he  finishes  that,  his  task  has  only  just  begun.  He  makes  adjust- 
ments. Replaces  worn  parts.  And  returns  your  machine  to  its  factory 
specifications. 

He  may  even  replace  parts  that  are  still  perfectly  good.  With  new 
parts  that  are  technological  improvements  over  the  original  ones. 

Not  everyone  goes  this  far  to  service  their  office  machines.  In  fact,  no 
one  else  does. 

That's  why  when  it  comes  to  office  machines,  Xerox  rules  the  waves. 

XEROX 
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Why  can  't  Congress  get  rid  of  a  tax  that 
obstructs  U.S.  capital  markets  and  amounts 
to  a  drain  on  the  Treasury? 


The  Curasao 
connection 


By  William  Baldwin 


Iast  month  Xerox,  Coca-Cola, 
Fluor  and  Montana  Power 
I  trooped  down  to  the  Nether- 
lands Antilles  to  raise  capital.  They 
have  a  lot  of  company.  So  far  this  year 
U.S.  corporations  have  borrowed 
about  $11  billion  from  Antillean  fi- 


nance companies, 
for  all  of  last  year. 

Is  investment 
Wall  Street?  Not 


up  from  $7  billion 


banking 
exactly. 


deserting 
It  is  just 


taking  a  side  trip  to  dodge  a  burden- 
some tax  that  lawyers,  to  the  relief  of 
capital-starved  U.S.  corporations, 
have  found  a  way  to  circumvent. 
Here's  how  it  works:  Xerox  sets  up  a 
wholly  owned  subsidiary,  Xerox  Fi- 
nance N.V.,  in  the  Antilles.  Xerox  Fi- 
nance floats  some  14%  notes  and  lends 
the  proceeds  to  the  U.S.  parent.  Inter- 
est payments  go  from  the  parent  to  the 
subsidiary  and  thence  to  noteholders. 
The  roundabout  route  enables  these 
investors  to  avoid  a  30%  U.S.  tax  that 
normally  applies  to  corporate  interest 
payments  sent  abroad.  According  to  a 
tax  treaty  provision  that  arose  more  by 
accident  than  design — it  started  in  a 
1948  treaty  with  the  Netherlands — 
Antillean  residents  are  exempt  from 
that  30%  tax.  Xerox  Finance  N.  V.  is  an 
Antillean  "resident." 

Ah,  but  where  do  those  noteholders 
reside?  The  Antillean  government, 
which  prides  itself  on  its  bank  secrecy 
laws,  doesn't  know  or  want  to  know. 
But  this  much  is  clear:  Residents  of 
these  poor  islands  off  the  coast  of  Ven- 
ezuela aren't  supplying  any  SI  billion 
a  month  in  debt  capital.  Most  likely 
the  money  is  coming  from  Europeans 
and  Arabs  who  aren't  entitled  to  the 
tax  exemption.  (For  U.S.  residents  the 
offshore  bonds  are  fully  taxable.) 

And  thus  you  have  what  might  be 
called  "treaty  abuse."  Or  at  least, 


Representative  Benjamin  Rosenthal 
(D-N.Y.)  considers  it  so:  He  says  treaty 
benefits  should  go  only  to  those  for- 
eigners intended  to  receive  them.  The 
Houston  office  of  the  Internal  Rev- 
enue Service  agrees,  and  has  threat- 
ened to  collect  back  taxes  from  Texas 
Air.  The  IRS  national  office  hasn't 
made  up  its  mind  what  the  law  is. 

The  Treasury  Department,  mean- 
while, is  due  to  meet  this  month  with 


companies  who  manage  the  shell  fi- 
nance companies  in  Curasao.  "The 
U.S.  capital  markets  are  dependent  on 
a  handful  of  professionals  in  the  Neth- 
erlands Antilles,"  says  Washington, 
D.C.  lawyer  H.  David  Rosenbloom, 
former  international  tax  counsel  at 
Treasury.  "It's  ridiculous." 

There  is,  however,  an  easy  way  to 
end  the  Antillean  shell  game,  and  that 
is  to  repeal  the  30%  tax.  That  would 
save  money  for  the  Treasury.  Here's 
why:  The  Antillean  government,  as  its 
fee  for  being  a  tax  haven,  exacts  in- 
come taxes  from  the  finance  subsidiar- 
ies. Its  collections  are  running  about 
$90  million  a  year  and  growing  rapid- 
ly. But  that  money  ultimately  comes 
out  of  the  U.S.  Treasury,  since  the 
Antilles  tax  can  be  credited  dollar  for 
dollar  against  the  U.S.  income  tax  bill 
of  the  parent  corporation.  The  Trea- 
sury, meanwhile,  is  taking  in  only  $96 
million  a  year  from  its  30%  tax. 

Representative  Sam  Gibbons 
(D-Fla.),  taking  a  different  tack  from 
Rosenthal,  has  submitted  a  bill  to  re- 
peal the  tax.  But  there's  a  problem 
having  to  do  with  the  word  "with- 
holding." The  summer  tax  increase 
legislation  imposes  an  unpopular 
10%  withholding  tax  on  interest  and 


Curacao,  largest  island  of  the  Netherlands  Antilles 

A  tax  paradise  masquerading  as  a  financial  center. 


Antilles  negotiators  to  discuss  treaty 
changes.  Treasury  officials  could  in- 
sist that  the  Antilles  make  itself  less 
of  a  tax  haven — could,  if  need  be,  sim- 
ply cancel  the  treaty — but  have  been 
dragging  their  feet.  Perhaps  for  good 
reason.  To  enforce  the  30%  tax  would 
make  capital  more  expensive  or  even 
unavailable  to  U.S.  borrowers,  at  a 
time  when  high  interest  rates  are 
choking  off  economic  recovery  and 
the  Treasury  itself  is  soaking  up  $100 
billion  a  year  to  finance  deficits. 

The  result  of  U.S.  ambivalence 
about  taxing  foreign  lenders  is  a  thriv- 
ing business  for  lawyers  and  trust 


dividends  to  Americans.  By  coinci- 
dence— and  by  a  misnomer,  really — 
the  30%  tax  on  interest  payments  to 
foreigners  is  also  called  a  "withhold- 
ing" tax.  "If  a  withholding  tax  is  now 
going  to  be  instituted  on  the  domestic 
level,"  gloats  Willem  van  Bokhorst,  a 
Dutch  lawyer  in  New  York  City  who 
gets  a  lot  of  business  from  the  finance 
subsidiaries,  "it  would  seem  rather 
odd  to  repeal  a  withholding  tax  on 
foreigners."  The  year-old  Gibbons  bill 
has  gone  nowhere.  But  then,  this 
wouldn't  be  the  first  time  in  tax  histo- 
ry that  words  have  prevailed  over 
common  sense.  ■ 
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nose  ahead  and  fall  behind 
according  to  a  fluctuating 
economy,  it  is  not  only  prudent 
to  provide  a  consistent  product 
— it  is  essential.  Because  when 
customers  know  they  can 
depend  on  you  in  a  down  trend, 
they  are  sure  to  stay  with  you 
when  things  pick  up. 

Frequent  flyers  stay  with 
Swissair.  They  know  Swissair 
adheres  to  a  standard  policy 
regarding  service  all  over  the 
world:  a  First  and  Economy 
Class  on  every  route,  free 
drinks,  a  choice  of  meals,  and 
for  First  Class  and  full-fare 
Economy  passengers,  the 
advantage  of  reserving  a 
favorite  seat;  and  on  our  wide- 
bodies,  free  headsets  and  one 
less  seat  per  row. 

So  if  you're  wondering  why 
Swissair  hasn't  added  a  special 
section  for  business  travelers, 
it's  because  we  already  have  it, 
right  in  Economy  Class — for  less. 

It  may  explain  why  Swissair 
has  the  greatest  percentage  of 
repeat  business.  Worldwide 
travelers  know  that  even  in  a 
fluctuating  economy,  Swissair 
service  never  varies. 

Call  us  or  your  travel  expert. 


Compare:  Swissair  Business  Class 

Economy        on  other 
 (  Swiss  Class)  airlines  


Seating 

Your  favorite 

Reserved 

seat,  reserved 

seating  in 

designated 

section. 

World- 

Available on 

Not  available 

wide 

all  flights  to 

on  all  fights. 

98  Swissair 

destinations. 

In-Flight 

Free  beverages 

Free  beverages 

and  headsets. 

and  headsets; 

choice  of 

choice  of 

entrees  served 

entrees. 

on  china  or  a 

choice  of  15 

special  meals 

with  advance 

notice. 

Cost 

No  extra 

Higher fare 

charge. 

level. 

swissair^JT 


Opportunities 

dotft  disappear 
in  tough  times. 
Theyre  just  harder 


to  capitalize  on. 


Let's  face  it— these  days, 
hanging  in  there  isn't  easy.  Jusf 
meeting  the  payroll  can  be  a 
major  triumph. 

You  need  to  tighten  up,  fight 
back,  make  your  company  more 
competitive.  Bridge  the  gap 
until  the  climate  improves. 

At  General  Electric  Credit 
Corporation,  we  know  what 
you're  up  against.  Because  we're 
businessmen  too,  facing  the 
same  conditions. 

So  we  can  help  with  your 
problems  because  we  under- 
stand them. 


Our  asset- 
based  financing 
people  can  develop 
working  capital  loans 
collateralized  by  your  accounts 
receivable  or  inventory. 

Or,  we  can  make  a  capital 
loan  based  on  your  existing 
equipment. 

If  acquisition  opportunities 
present  themselves,  we  can  help 
you  capitalize  on  them,  too. 
We're  experts  at  structuring  lev- 
eraged buyouts  for  even  the 
most  complicated  deals.  We  use 
the  assets  of  both  the  buyer  and 
the  company  being  acquired, 
minimizing  the  need  for  out- 
side equity  capital. 

At  GECC,  we  have  the  capital 
you  need  to  weather  the  storm 


and  the  outstanding  service  to 
go  with  it.  We're  the  nation's 
leader  in  equipment  leasing  and 
we've  provided  innovative  finan- 
cial services  to  America's  retail 
industry  for  50  years. 

Perhaps  best  of  all,  our 
AAA- rating  means  our  rates 
are  highly  competitive. 

To  hone  your  productivity 
and  stay  in  front  of  the  pack,  just 
give  us  a  call. 

We'll  help  you  capitalize  on 
your  opportunities. 

General 
Electric 
Credit 

CORPORATION 

ENTERPRISING  CAPITAL 


FOR2 


CAPITALIZE  ON  YOUR  OPPORTUNITIES. 

800-243-2222 


IN  CONN.CALL  800-942-2222 


Organized  labor  has  won  a  long-fought 
battle  in  the  South.  Look  closely,  however, 
and  the  "victory"  is  a  lot  less  than  it  seems. 


When  winning 
isn't  winning 


By  Jeff  Blyskal 


T|  he  issue  involves  General  Mo- 
tors' highly  publicized  south- 
ern strategy — an  alleged  effort  to 
circumvent  the  United  Auto  Workers 
by  moving  production  to  nonunion 
Sunbelt  states.  Last  year  it  looked  as  if 
GM  was  winning  big:  After  spending 
$125,000  in  three  elections,  the  UAW 
failed  to  win  representation  at  GM's 
1,700-employee  Saginaw  Steering 
Gear  division  in  Athens,  Ala.  The 
Saginaw  effort  was  a  key  union  offen- 
sive because  GM  agreed  to  remain 
neutral  in  the  campaign,  and  the 
UAW's  principal  foes  were  a  grass- 
roots band  of  workers  helped  by  local 
businessmen  and  a  Memphis  consult- 
ing firm  (Forbes,  Mar.  2,  1981). 

Even  though  the  nonunion  workers 
enjoy  virtual  wage  and  benefit  parity 
with  their  organized  counterparts,  the 
UAW  kept  fighting,  and  last  month  it 
officially  won  the  right  to  represent 
GM  Athens  workers.  But  that  victory 
was  anything  but  normal.  Unable  to 
win  an  election,  the  UAW  had  made 
an  end  run  around  its  local  opponents. 
In  bargaining  for  broader  contract 
concessions  last  spring,  GM  agreed  to 
an  unpublicized  deal:  The  UAW  could 
come  into  Athens  through  the  rela- 
tively easy  technique  of  getting  a  ma- 
jority of  the  employees  to  sign  mem- 
bership cards. 

That  way  there  was  no  risk  of  an 
election.  After  260  workers  were  laid 
off  at  the  facility  in  March,  a  half-dozen 
organizers  went  door-to-door  and  got 
1,300  employee  signatures.  The  UAW 
used  a  similar  membership  card  signup 
last  April  and  August  to  organize  700 
more  workers  at  the  two  remaining 
nonunion  southern  GM  plants. 

How  did  the  UAW  do  it?  Those  260 
layoffs  helped,  and,  with  the  union 
dealing  with  workers  one-on-one  in 


the  card  signup,  its  opponents 
couldn't  know  who  was  being 
swayed,  nor  where  to  direct  its  anti- 
union efforts.  But  the  biggest  factor, 
says  Rusty  Jones,  a  35-year-old  tool 
and  gauge  inspector  and  antilabor  ac- 
tivist, was  "the  general  feeling  that 
the  union  is  here  to  stay — and  if  you 
don't  join,  you  can't  elect  officers  or 
have  a  say  in  what  goes  on." 

Jim  Turner,  a  UAW  national  orga- 
nizer, has  a  different  opinion.  "We 
cleared  up  a  lot  of  lies.  They  were  told 
workers  from  Detroit  would  take  jobs 
from  local  people;  nationwide  senior- 
ity is  just  not  the  case.  And  their 
personal  nonunion  supplementary 
unemployment  benefits  from  GM 
would  give  them  only  a  week  and  a 
half  of  pay  if  laid  off.  The  union  plan 
gives  them  up  to  26  weeks." 

But  few  of  GM's  southern  workers 
qualify  for  that  level  of  support.  Un- 
der current  conditions,  employees 
with  less  than  five  years'  service — the 
majority  of  those  in  Athens — can  get  a 
maximum  of  six  weeks'  supplemen- 
tary unemployment  pay  from  the 


union.  With  4Vi  years  at  GM,  Jones 
says  his  personal  nonunion  unem- 
ployment benefit  savings  account 
now  has  $2,500  in  it — the  equivalent 
of  about  nine  weeks  of  aftertax  pay. 

What  about  the  prospect  of  unem- 
ployed Detroiters  flocking  to  displace 
Dixie  staters  in  newly  created  jobs? 
According  to  GM,  after  the  laid-off 
Athens  employees  all  go  back  to 
work — and  in  some  cases,  before — it is 
possible  that  the  2,550  unemployed 
workers  from  GM's  big  Southgate, 
Calif,  plant  (closed  in  April)  might  get 
first  crack  at  any  new  jobs  created  in 
Athens.  "Why  should  we  hire  some- 
one off  the  street,"  says  the  UAW's 
David  Mitchell,  "when  you  have  an 
experienced  worker  with  20  years' 
service  on  layoff." 

Athens  city  officials  think  there's 
one  good  reason:  Part  of  the  GM  facili- 
ty was  financed  through  some  $288 
million  in  lower-interest,  tax-free 
Athens  industrial  revenue  bonds. 
"We  fought  to  get  the  doggone  thing 
built  here  and  gave  GM  everything  it 
wanted,"  grouses  Athens  Mayor  Bob- 
by Wood.  "They  promised  us  it  would 
give  jobs  to  local  people." 

Union  men  see  this  victory  as  an 
end  to  GM's  southern  strategy,  which 
it  may  be,  but  Athens  clearly  doesn't 
mean  labor  will  sweep  the  South.  "I 
can't  see  it  as  any  great  victory  that 
indicates  a  dramatic  new  direction  ci- 
ther way,"  says  Higdon  Roberts,  di- 
rector of  the  Center  for  Labor  Educa- 
tion &  Research  at  the  University  of 
Alabama,  Birmingham.  "You  have  to 
look  at  how  long  it  took  the  UAW, 
and  the  way  they  finally  had  to  do  it — 
without  an  election." 

With  "victories"  like  this,  labor's 
other  highly  publicized  problems — 
like  declining  membership  and  the 
frequent  fracturing  of  once  impervi- 
ous national  bargaining  agreements — 
seem  all  the  more  threatening.  ■ 


Alabama  anti-union  activist  Rusty  Jones 

After  three  victories,  outflanked  by  the  United  Auto  Workers. 
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How  The  Hartford  he 


MOur  agents  have  save 
fortune  by  closing  th 
coverage." 


Tony  Lubimir,  Senior  Vice  President, 
Office  of  Underwriting,  explains 
how  The  Hartford  works  through  its 
independent  agents  to  provide  com-  1 9£\ 

prehensive  business  insurance  that's  \\~ 
truly  cost-effective.  

Q.  How  will  The  Hartford  help  its  agents  cut  my 
company's  insurance  costs? 

A.  By  making  available  all  the  underwriting,  loss 
control  and  claims  expertise  the  agent  may  need  when 
assessing  your  insurance  requirements  and  the  cost- 
effectiveness  of  your  existing  coverages. 

Working  together,  the  agent  and  our  specialists 
may  be  able  to  reduce  your  overall  costs  substan- 
tially by  eliminating  unnecessary  or  overlapping 
coverages,  or  by  factoring  in  the  effects  of  pro- 
posed Loss  Control  measures.  Or  they  may 
be  able  to  deliver  improved  or  expanded 
protection. 

It's  also  possible  they'll  find  serious  gaps 
in  your  current  coverage.  The  danger 
is  a  real  one.  For  example,  shortly 
after  signing  up  with  The  Hartford, 
a  Texas  sheet  metal  manufacturer 
was  hit  with  a  major  loss  that  would 
not  have  been  covered  under  its 
previous  policy.  And  that's  by  no 
means  an  isolated  example. 


uce  insurance  costs. 


□mpanies  a  small 
^aps  in  their  previous 


How  does  your  Comprehensive  Business 
11/  offer  more  insurance  value  than  similar 

li!  es? 

Irie  difference  lies  not  so  much  in  the  insurance 
Mages  themselves-which  are  usually  "standard"- 
I  the  way  they're  selected  and  assembled. 
II r  agents  don't  think  in  terms  of  typical  programs 
Ifcical  cases.  They'll  actually  examine  your  opera- 
Ipnd  determine  your  precise  exposures.  Then- 
jlaboration  with  our  underwriters-they'll  put 
mer  the  coverages  that  will  protect  your  company 
I  most  efficient,  cost-effective  way  possible. 
Ihort,  coverage  and  cost  are  based  on  your  corn- 
Is  actual  insurance  needs,  not  on  predetermined 
Itry  norms  that  can  leave  you  exposed  to  major 
I.  The  fact  is,  insurance  that  doesn't  protect  you 
ftrly  is  no  bargain  at  any  price. 

Ivhy  is  your  careful  analysis  of  insurance 
\k  especially  important  to  companies  with 
lie  exposures? 

|  jhe  more  unique  your  company's  exposures,  the 
ij  unlikely  it  is  that  "off-the-shelf"  programs  will 
iijde  adequate  and  appropriate  protection.  If  your 
f*ures  are  changing  because  of  growth  or  new 
pt  conditions,  the  danger  is  even  greater.  And 
true  whether  your  company's  in  manufacturing, 
?ssing,  service,  distribution-you  name  it. 

What  steps  can  your  agents  take  to  assure  that 
the  most  cost-effective  insurance  possible? 


A.  They  can  utilize  highly  qualified  Property  and 
Casualty  underwriters  from  The  Hartford  who  are  thor- 
oughly familiar  with  your  industry  and  type  of  opera- 
tion. If  your  situation  calls  for  it,  they  can  even  have 
our  Loss  Control  people  do  a  pre-quote  analysis- 
complete  with  specific  recommendations-in  order  to 
get  a  clearer  picture  of  your  exposures  and  the  risk 
management  options  open  to  you.  The  point  is, 
responsible  service  involves  a  lot  more  than  simply 
calculating  a  premium. 

As  a  result  of  this  careful,  professional  attention  to 
your  actual  needs,  you'll  get  precisely  the  protection 
you  need -no  more,  no  less.  That's  what  cost-effective 
insurance  is  all  about.  These  days  no  company  can 
afford  less. 

Q.  How  can  I  put  The  Hartford's  cost-effective 
approach  to  insurance  to  work  for  my  /^l*?" 
company's  benefit?  Qs&lt' 
A.  Just  contact  an  independent  agent  who 
represents  The  Hartford. 

Don't  make  a  decision  on  business  insurance 
without  a  quote  from  an  independent  agent  who 
represents  The  Hartford. 

The  Comprehensive  Business  Policy  is  available  in  most  slates. 


BUSINESS 
HOME 
AUTO 
LIFE 


Let  us  protect  your  world.  TH  E  HARTFORD 


The  Hartford  Insurance  Croup.  Hartford,  Connecticut  061 1 5 


it:  "If  I  were  ruler,  I  wouldn't  worry 
too  much  about  the  larger  firms,  be- 
cause to  give  them  money  is  to  pre- 
vent society  from  reforming  it- 
self. .  .  .  The  Industrial  Revolution  of 
the  18th  century  was  pushed  up  main- 
ly by  very  small  enterprises"  (see 
Forbes,  June  21). 

At  the  center  of  the  action  is  the 
London  Stock  Exchange's  new  Unlist- 
ed Securities  Market  (USM),  specially 
designed  to  raise  money  for  little 
companies  and  their  owners.  Opened 
23  months  ago  with  half  a  dozen  com- 
panies, the  USM  already  boasts  a 
membership  of  115,  capitalized  at  a 
total  of  $2  billion.  Such  is  the  success 
of  the  new  market  that  London  finan- 
ciers agree  the  USM  roster  will  prob- 
ably double  within  a  year. 

Britain's  long-suffering  entrepre- 
neurs love  the  new  market.  "The 
USM  has  satisfied  a  long-felt  need  in 
England,"  says  John  Westcott,  profes- 
sor of  control  systems  at  London's 
Imperial  College  as  well  as  chairman 
and  founder,  in  1958,  of  Feedback 
Ltd.,  a  producer  of  laboratory  equip- 
ment and  computer  peripherals. 
Westcott  and  other  owners  sold  23% 
of  Feedback  on  the  USM  last  Novem- 


New  issues  market,  British  division 

The  20  leading  companies  on  Britain's  Unlisted  Securi- 

the offer.  No  bonanza,  the  market  has  provided 

a  new 

ties  Market  feature  14  whose  stock  prices  recently 

(for  the  U.K.)  way  to  finance  North  Sea  oil,  high  tech 

were  above  the  original  offer  and  6  with 

prices  below 

and,  with  Fuller  Smith  &  Turner,  traditional  real  ale. 

Market 

Total 

%  of 

Pretax 

ca 

pitalization  sales 

shares  issued 

shares  sold 

Issue 

Recent 

profit 

Company  1 business 

(million] 

(million) 

(million) 

to  public 

price 

Price 

.thousand) 

Nimslo/pln  >t<  igraphy 

$229 

$  2.4 

109.2 

34% 

$3.68 

$2.10 

$-3,609 

Sovereign  Oil  &  Gas/energy 

154 

0.3 

36.0 

NM 

5.60 

4.27 

453 

Clyde  Petroleum/energy 

118 

42.2 

80.7 

NM 

1.61 

1.49 

1,930 

Jackson  Exploration/energy 

77 

3.5 

40.0 

10 

1.26 

1.93 

308 

Hadson  Petroleum/energy 

67' 

NA 

62.5 

24 

1.40 

1.09 

NA 

Febsen's  Drilling/oil  sen  ice 

60 

53.9 

16.0 

48 

4.78 

3.76 

15,362 

Asprey  &  Co/retailing 

56 

42.0 

2.0 

25 

13.56 

28.00 

7,231 

United  Friendly  Insurance/insurance 

52 

212.6 

15.2 

49 

2.80 

3.41 

5,490 

Television  South/broadcasting 

46 

NM 

24.3 

25 

0.61 

1.89 

-6,457 

Oceonics/navigational  equipment 

41 

6.3 

9.7 

18 

2.28 

4.11 

705 

McCarthy  &  Stone/construction 

32 

7.9 

8.3 

15 

2.40 

3.85 

2,508 

Berkely  Exploration/energy 

31 

0.2 

9.9 

NM 

0.61 

2.82 

NA 

Dnick  Holdings/electronics 

26 

3.5 

6.3 

20 

2.96 

4.11 

770 

Air  Call/messag.  handling 

24 

23.8 

3.9 

NM 

-  5.78 

6.21 

1,685 

Star  Computer  Group/computer  s\s 

23 

7.0 

5.3 

14 

2.71 

4.41 

1,439 

Fuller  Smith  &  Turner/brewing,  retailing 

23 

44.3 

2.0 

20 

5.78 

11.38 

3,504 

Johnstone's  Paints/paints,  wholesaling 

21 

14.2 

10.5 

15 

1.10 

2.01 

2,830 

Edinburgh  Securities  Co/energy. 

21 

57.8 

8.0 

NM 

3.59 

2.63 

-100 

Feedback/mien  telec  tr<  raics 

21 

10.3 

8.4 

23 

1.59 

2.45 

1,682 

Owners  Abroad  Group/air  charter 

20 

57.9 

51.5 

12 

0.18 

0.39 

2,755 

NA:  Not  available     NM:  Not  meaningful 

Sources:  Datastream  International  Ltd .  Hill  Woolgar  &  Co 

London  Stock  Exchange. 

Britain  never  offered  its  entrepreneurs  fi- 
nancing. So,  many  of  its  inventions,  like 
radar  and  brain  scanners,  were  developed 
by  Americans.  But  note  the  past  tense.  • 


Small  is 
beautiful 


By  Lawrence  Minard 


T|  his  much  is  certain:  Britain's 
traditional  heavy  industries 
will  never  again  employ  the 
hundreds  of  thousands  of  workers 
they  have  shed  over  the  last  five  years. 
It  is  equally  obvious  that  Margaret 
Thatcher's  Conservative  government 
will  ultimately  fail  unless  hundreds, 


nay,  thousands,  of  new,  efficient  com- 
panies spring  up  to  absorb  the  3.3  mil- 
lion Britons — 14%  of  the  work 
force — now  out  of  work. 

It  is  of  no  small  significance,  then, 
that  for  the  first  time  in  several  de- 
cades, public  and  institutional  sup- 
port for  small,  growing  companies  has 
caught  fire  in  Britain.  Or,  as  the  great 
French  historian  Fernand  Braudel  put 
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Why  drive  an  ordinary  wagon 
when  you  can  drive  the  Ultimate  Wagon? 


Any  similarity  between  the 
Jeep  Wagoneer  and  a  conven- 
tional two-wheel  drive  station 
wagon  is  purely  coincidental. 

Because  no  conventional 
full-size  wagon  gives  you  the 


Wagoneer's  four-wheel  drive 
traction  and  security  together 
with  Wagoneer's  two- 
wheel  drive  economy... 
better  EPA  estimated 
MPG  than  any  full-size 
two-wheel  drive  wagonr 
Add  to  that  the  comfort  and  lux 
ury  you'd  expect  to  find  only  in 
the  plushest  automobiles,  and 
it's  hard  to  call  Wagoneer  any- 
thing but  beautiful. 

Introducing  Selec-Trac. 

Now  Wagoneer  offers  even 
more  convenience:  two-wheel 
drive  or  full-time  four-wheel 


i 


drive  at  your  fingertips.  No  wheel 
hubs  to  adjust.  And  no  need  to 
QUI  leave  the  driver's  seat. 
Just  flick  the  dash- 
mounted  Selec-Trac 
switch,  and  you're  on 
your  way. 
Two-wheel  drive  for  improved 
fuel  economy.  Four-wheel  drive  for 
sure  traction  in  rain,  sleet  or  snow, 
either  on-road  or  off-road. ..even 
at  faster  highway  speeds. 

So  why  drive  a  conventional 
wagon  when  you  can  drive  the 

Ultimate  Wagon. 
Jeep  Wagoneer 
Limited. 


18H23 


HWY 
EST 


FI  Jeep  Wagoneer  Limited.  The  Ultimate  Wagon.  B 

AT  AMERICAN  MOTORS 

'Use  these  figures  for  comparison.  Your  results  may  differ  due  to  driving  speed,  weather  conditions  and  trip  length.  Actual  highway  mileage  lower. 

Jeep  Corporation,  a  subsidiary  of  American  Motors  Corporation. 


Simple  answers  to  your  questions 
about  the  IBM  Personal  Computer. 


If  you're  personally  interested  in  personal 
computers,  but  want  to  know  more,  these 
definitions,  descriptions  and  details  should  help 

"Just  what  is  a  personal  computer, 
and  how  can  I  use  it?" 


The  IBM  Personal  Computer  is  a 

*—  computer  designed  for  a 
— — ^     person.  Its  a  tool  to  help 
EZM  I     accomplish  just  about 
t^SSjt/    anything  a  person  needs 
tSSffSp''      t0  do  with  information.  It 
can  help  a  businessperson 


A  PERSON    A  PERSONAL  COMPUTER 


solve  complex  problems  just  as  surely  as  it  can 
help  a  small  child  improve  his  or  her  arithmetic. 

"Suppose  I've  never  had  my  hands  on  a 
computer.  How  'easy'  will  it  be?" 

As  with  any  new  tool,  you'll  want  to  get 
comfortable  with  the  IBM  Personal  Computer 
before  putting  it  to  serious  use.  You'll  have 

some  step-by-step  reading,  but  our 
».  instructional  literature  involves 
'  you  from  the  start.  And  the 
computer  is  on  your  side  too  — 
|P  interacting  with  you  as  you  learn. 

There's  no  reason  why  you 
can't  be  executing  programs  and  feeling  good 
with  the  results  within  your  first  week.  After  a 
month,  it  should  be  clear  that  you've  made  a 
good  investment,  and  you'll  probably  be  telling 
your  friends  why  they  should  get  one. 


"Is  the  IBM  Personal  Computer  simpk 
or  more  advanced  than  others?" 

Both.  Our  system  has  been  engineered 
with  many  advanced  design  features  (see  the 
chart)  but  their  purpose  is  to  ma 
it  simpler  for  you.  Our  ten  funct 
keys  are  a  good  example.  We  a 
them  to  save  you  a  lot  of  tim* 
and  error.  They  are  advanced  feat 
-^3^?T-~~  that  add  to  simplicity  and  ea 
--=t7\     or  operation,  and  that  is  typical 
/  /  our  total  design. 


'What  kind  of  software  programs 
do  you  have  to  help  me?" 

IBM  Personal  Computer  software  comes 
any  varieties,  and  it's  all  quality. 
For  example,  if  planning  is  part  of  your 
,  we  have  VisiCalc* —  the  "electronic 
worksheet."  If  you  maintain  a  business, 
we  offer  programs  that  help  handle 
everything  from  accounting  to 

inventory  and  payroll  record 
-    keeping.  We  also  have 

carefully  chosen  programs  for 
\  W  'educational  use, intelligent  games, a 
processing  program,  plus  communications 
ages  that  connect  you  and  your  computer  to 
de  information  services  via  your  telephone 
device  called  a  modem. 

m  expensive  and  how  expandable  is  it 
compared  to  others?" 

Because  of  the  extraordinary  amount  of 
need,  built-in  features  available  in  the  IBM 
)nal_Computer,  it  can  give  you  more 

quality,  power  and  performance 
for  your  money.  \bu're  also 
y  buying  extraordinary 
I  expandability  —  beginning 
'V=-"-i  with  user  memory  that  can 
^  be  increased  up  to  32 

times.  (In  the  chart  at  right, 
leedn't  be  a  technical  whiz  to  add  up  all 


IBM  PERSONAL  COMPUTER  SPECIFICATIONS 


User  Memory 

16K-512K  bytes* 
Microprocessor 

16-bit,  8088* 
Auxiliary  Memory 

2  optional  internal 
diskette  drives,  5!4" 
160K  bytes  or  320K 
bytes  per  diskette 
Keyboard 
83  keys,  6  ft.  cord 
attaches  to 
system  unit  * 
10  function  keys* 
10-kev  numeric  pad 


Display  Screen 

High-resolution* 
80  characters  x  25  lines 
Upper  and  lower  case 
Green  phosphor  screen  * 

Operating  Systems 

DOS,  UCSD  p-System, 

CP/M-86t 
Languages 

BASIC,  Pascal,  FORTRAN, 
MACRO  Assembler, 
COBOL 

Printer 

Bidirectional  * 
80  characters/second 
12  character  styles,  up  to 

132  characters/line* 
9x9  character  matrix  * 


Tactile  feedback 
Diagnostics 

Power-on  self  testing 
Parity  checking* 

♦ADVANCED  FEATURES  FOR  PERSONAL  COMPUTERS 


Permanent  Memory 

( ROM  )40K  bytes* 
Color/Graphics 

7ext  mode. 
16  colors  * 
256  characters  and 

symbols  in  ROM* 
Graphics  mode: 
4-color  resolution: 

320h  x  200v  * 
Black  &  white  resolution: 

640hx200v* 
Simultaneous  graphics  & 

text  capability* 
Communications 
RS-232-C  interface 
Asynchronous  (start/stop ) 

protocol 
Up  to  9600  bits  per  second 


the  features  that  make  our  personal  computer  a 
very  good  buy  indeed.) 

'if  I  want  a  demonstration, where  do  I  go 
and  who  will  show  it  to  me?" 


Go  to  any  authorized  IBM  Personal 
Computer  dealer.  The  salespeople  there  have 
received  special  training 
and  you  should  find  them  all 
quite  helpful. 

Ask  your  dealer  to  run 
the  software  programs  that 
interest  you  most,  and  get 
your  hands  on  the  system  — 


yourself.  Then  you'll  begin  to  see  what  this 
tool  for  modern  times  can  do  for  you. 

For  more  information  on  where  to  buy 
the  IBM  Personal  Computer,  call 
800-447-4700.  In  Illinois,  800-322-4400. 
In  Alaska  or  Hawaii,  800-447-0890.  =E==E^==_ 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


p-Systcm  is  a  trademark  of  the  Regents  of  the  University  of  California  CP/M-86  is  a  trademark  of  Digital  Research,  Inc.     *  VisiCalc  is  a  trademark  of  VisiCorp 
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Coming  to  grips  with 
a  loss-control  experts 
loss-control  problems. 

Wausau  and  Sensormatic  Electronics  Corpora- 
tion are  both  in  the  business  of  helping  customers 
cut  the  costs  of  preventable  losses. 

The  unique  Sensormatic  "clip"  [which  is  at- 
tached to  merchandise]  is  part  of  an  article-sur- 
veillance system  used  by  retailers  to  deter  shoplift- 
ing. Sensormatic ^America's  largest  producer  of 

such  systems.  However,  i    - 

during  a  period  of  rapid  w  ^ 

growth,  the  company  it-  ^ 
self  ran  into  a  loss  prob-     ^>^*ijg'  ■■- 
lem  of  another  kind.  :~  ~  ( 

"Our  workers  com-  jfm'^gTt^  i  m  \ 
pensation  insurance  | 


costs  were  going  up  and  down  and  we  were  having 
trouble  controlling  them,"  says  Charles  Huntress, 
Manager-Compensation. 

"We  needed  help.  That's  why  we  teamed  up 
with  Wausau.  Wausau  helped  us  improve  our 
medical  department  and  safety  procedures.  Their 
s  counseling  on  noise  reduction,  eye  protection 
and  lifting  techniques  was  key  to  our  loss-pre- 
vention program. 

"At  Sensormatic,  our  employment  is  up,  our 
r  volume  of  business  is  up.  Yet,  we've  had  very  few 
if  claims.  With  Wausau,  our  loss-prevention  pro- 
 1  gram  is  working." 

WAUSAU 

Fighting  losses  is 

INSURANCE  !ec5nd"^'oSe^ 


COMPANIES 

Wausau.Wisconsin54401 


Fighting  losses  is 
second  nature  to  Sensor- 
matic. And  to  Wausau.  It's 
a  "partnership"  that 
seems  bound  to  work. 


ber,  at  $1.80  a  share,  giving  Feedback 
a  market  value  (at  current  exchange 
rates)  of  $13  million.  Westcott  still 
owns  10%.  The  shares  have  since 
climbed  60%.  Says  Westcott:  "I  just 
wish  it  [the  USM]  had  been  invented 
earlier  so  that  we  could  have  gone 
onto  it." 

Feedback's  rise  is  not  the  exception. 
Shares  in  family-owned  Asprey  & 
Co.,  a  leading  British  jewelry  cbain, 
started  trading  on  the  USM  last  Octo- 
ber at  $13  a  share.  Current  price:  $28. 
This  year's  most  spectacularly  suc- 
cessful issue  was  Bio-Isolates,  brought 
out  by  Ravendale  Securities,  itself 
founded  two  years  ago  by  Chander 
Jeet  Singh,  34.  Bio-Isolates'  scientist- 
founders  have  a  patented  process  to 
transform  waste  by-products  into 
high-protein  powder.  The  company 
has  never  made  a  dime.  But  in  late 
July,  Singh  priced  the  3-million-share 
issue  at  57  cents  a  share.  The  issue 


It  is  as  French  historian 
Fernand  Braudel  said:  "If  I 
were  ruler,  I  wouldn't  worry 
about  the  larger  firms,  be- 
cause to  give  them  money  is 
to  prevent  society  from  re- 
forming. .  .  .  The  Industrial 
Revolution  of  the  1 8th  cen- 
tury was  pushed  up  mainly 
by  very  small  enterprises." 


was  16  times  oversubscribed.  Bio  now 
trades  at  $1.20. 

Last  month  Breville  Europe  Pic, 
a  high-quality,  large-capitalization 
company  that  makes  sandwich  toast- 
ers, offered  for  sale  8.3  million  shares 
at  8.5  times  earnings  with  a  yield  of 
nearly  8%.  The  issue  was  30  times 
oversubscribed. 

To  be  sure,  not  all  USM  issuers  are 
of  Breville  quality.  Like  the  new-is- 
sues market  in  the  U.S.,  the  USM  has 
attracted  a  number  of  promoters  un- 
loading shares  in  dubious  ventures. 
But  the  level  of  risk  has  been  accept- 
able, and  the  USM's  performance  to 
date  has  been  impressive.  From  noth- 
ing, volume  has  swollen  to  around 
300  transactions  daily,  worth  around 
$3  million.  Significantly  for  a  declin- 
ing industrial  power — whose  citizens 
have  preferred  horse  betting  and  bingo 
to  backing  small  companies,  most  of 
that  volume  is  accounted  for  by  small 
investors.  Brian  Winterflood,  manag- 
ing director  of  Bisgood  Bishop  &  Co., 
the  only  stock  jobber  (as  British  mar- 
ketmakers  are  called)  to  make  mar- 
kets in  all  USM  shares:  "Most  of  these 
(USM)  stocks  are  tiddly  little  compa- 
nies capitalized  at  $2  million  or  $3 
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In  Madrid 


Adjacent  to  the  Prado  and  surrounded  by  beautiful  gardens, 
The  Ritz  is  the  aristocratic  hotel  of  Madrid. 
Reflecting  the  classical  style  of  a  bygone  age,  its  public  rooms  are  the 
£  favourite  meeting  place  of  world  high  society. 

ATrusthouse  Forte  Exclusive  Hotel. 

Foi  reservations  call  toll-tree:  800-223-5672  nationwide;  800-442-5886  in  New  York  State; 
212-541-4400  in  New  York  City;  1-800-268-9761  inCanada;416-363-6033inToronto. 


Here's  the  lowest-cost 

highest-yielding 
long-term  investment 
you  can  make! 


In  your  health!  Without  good  health  and 
the  added  years  to  live  and  enjoy  your 
wealth— what  does  it  all  amount  to? 
Perhaps,  suddenly— nothing!  Now,  in  just 
13  days  you  can  learn  how  to  enjoy 
dramatically  better  health  and  longer  life 
with  my  time-proven  Pritikin  diet  and 
exercise  program.  Reduce  cholesterol. 

Call  or  mail  the  coupon 

MmRiN 

CENTER 


U.S.  Rte  30, 
Downingtown,  Pa.  19335 

:ALL  NOW:(215)  873-0123 
or  (212)  570-1313 


overweight,  the  effects  of  high  blood 
pressure,  coronary  heart  disease  and 
adult-onset  diabetes!  At  my  new,  luxurious 
live-in  Pritikin  Center— just  Vi  hour  from 
Philadelphia.  All  medically  supervised— 
in  a  country-club  setting— with  every 
facility  and  convenience  you  could  desire. 
Companion  incentive  plans,  too! 

now  for  full  information. 

PRITIKIN  CENTER  •  U.S.  Rte.  30, 
Downingtown,  Pa.  19335 

I'd  like  to  learn  more  about  your  program. 
Please  send  me  full  information. 

Name  


Address 
City  


.State, 


.Zip. 


Nathan  Pritikin 


Home  Phone 


Office  Phone  . 
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PITNEY  BOWES  AND  SCIENCE 
NOW  OFFER  A  BETTER  WAY  TO 
GET  OUT  THE  MAIL.  ELECTRONICS. 


0  .  00 


nun  - 


Sw*  Pitney  Bowes 


Nothing  can  beat  electronics  for  speed,  control,  accuracy  and 
cost-efficiency.  Pitney  Bowes  now  brings  you  those  advan- 
tages in  the  totally  integrated  Pitney  Bowes  Electronic  Mail- 
Processing  System. 

Electronic  postage  meter  and  mailing  machine. 
Gives  you  meter-stamped  and  sealed  mail;  moistened 
meter  tapes  for  parcels  shipped  via  U.  S.  P.  S.  Push-button 
keyboard.  Modular  weighing  and  accounting  interface 
capability.  Has  built-in  remote  meter  resetting  capability 
which  lets  you  reset  the  meter  with  one  toll-free*  phone 
call.  Add  our  electronic  parcel  register  if  you  use  U.P.S. 

Electronic  Postage  Accounting  System.  Sup- 
plies printed  record  of  postage  expenditures  by  depart- 
ment or  account,  by  batch,  and  by  day,  week,  month. 

Electronic  Scales.  Electronic  accuracy  with  deci- 
sion-making capability.  Give  central  operator  control  and  ^ 
total  communication  between  weighing,  metering,  accounting, 
and  documenting  functions. 

The  Pitney  Bowes  Electronic  Mail-Processing  System  is  a 
major  advance  over  all  previous  systems.  And  it's  brought  to  you 
by  the  company  that  services  what  it  makes  in  119  countries. 

*A  small  charge  is  made  for  each  transaction. 

For  more  information,  call  toll  free  anytime  (except  Alaska  and  Hawaii)  800-621-5199  (in  Illinois  800-972-5855).  Or  write  Pitney  Bowes,  17  25  Pacific  Street, 
Stamford.  Connecticut  06926.  Over  600  sales  and  service  points  throughout  the  U.S.  and  Canada.  Mailing  Systems,  Copiers,  Word  Processing  and  Dictating 

Systems,  Business  Forms  and  Office  Supplies. 


Pitney  Bowes 

World  leader  in  mailing  systems 


i. 


million  each.  There  isn't  enough  li- 
quidity yet  for  the  big  investors." 

So  far  the  small  investor  has  not 
done  at  all  badly.  Had  he  bought  a 
share  in  each  of  the  USM's  20  largest 
companies  (see  table,  p.  86),  his  USM 
portfolio  would  have  climbed  45%, 
excluding  dividends,  in  under  two 
years.  Another  measure:  The  USM 
All-Share  index  compiled  by  USM  is- 
suer Tring  Hall  Securities  is  up  28.8% 
since  November  1980,  vs.  19%  for  the 
Financial  Times'  All -Share  index  of 
companies  listed  on  the  London  Stock 
Exchange. 

But  the  market  has  a  larger  signifi- 
cance. London's  growing  number  of 
venture  capitalists  see  the  USM  as  a 
major  step  toward  creating  U.S. -style 
venture  capitalism  in  financially 
stodgy  Britain. 

Ronald  Cohen,  who  runs  the  new 
$18  million  APA  Venture  Capital 
Fund  (named  for  the  U.S.  venture  cap- 


For  the  Brits,  a  public  mar- 
ket for  small  companies 
is  historic.  Traditionally, 
what  little  finance  there 
has  been  for  small  compa- 
nies has  been  reserved  for 
businessmen  with  the  prop- 
er upper-class  connections 
and  a  proven  profit  record — 
at  least  $1  million  in  profit. 


:  ital  firm  Alan  Patricof  Associates), 
i  puts  it  this  way:  "Both  the  venture 
I  capitalist  and  the  entrepreneur  he 
;  backs  need  to  be  able  to  plan  a  way 
|  out  at  the  end  of  the  entrepreneurial 
stage.  But  until  the  USM  came  along, 
that  liquidity  wasn't  really  there.  So 
the  USM  was  absolutely  crucial  for  us 
to  start  our  fund."  In  the  last  year  or 
:  so,  four  similar  venture  capital  pools, 
I  each  wjth  nearly  $20  million  in  as- 
i  sets,  have  been  created. 

Does  all  this  sound  like  lesson  one 
of  Corporate  Finance  101?  That's  be- 
|  cause  the  typical  U.S.  businessman 
has  grown  accustomed  to  moving 
|  easily  from  venture  capital  to  NAS- 
DAC  to  Amex  to  NYSE.  But  for  the 
.  Brits,  a  public  market  for  small  com- 
i  panies  is  historic. 

Traditionally,  what  little  finance 
there  has  been  for  small  companies 
has  been  reserved  for  businessmen 
with  the  proper  upper-class  connec- 
tions and  a  proven  profit  record.  The 
establishmentarian  London  Stock  Ex- 
change was  available  only  when  a 
company  had  reached  substantial 
size:  profits  of  at  least  $1  million. 
Worse,  until  1977  the  exchange  re- 
quired a  company  to  sell  off  at  least 
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In  London 


^  TheWestbury 


3  I  Q  B 
D  QHB  B  B  i 
E  BBB  HI  B  B 
BB0CI 

a  a  e  o  a  b  a 


DSBDB 
y  BBB  B 


One  of  London's  most  popular  rendezvous  and  situated  on  Bond  Street, 
in  the  heart  of  fashionable  Mayfair,  this  superb  hotel  is  at  the  centre  of  London's 
44s,  most  exclusive  shopping  area. 


ATrusthouse  Forte  Exclusive  Hotel. 

For  reservations  call  loll-free:  800-223-5672  nationwide;  800^42-5886  in  New  York  State; 
212-54l-4400m  New  York  City;  1-800-268-9761  inCanada;416-363-6033inToronto. 


One  of  a  series. 

Upland  industrial  sites  in  Oregon. 

Portland 

You  have  a  choice  of  four 
property  locations  in  the 
greater  Portland  area. 
All  four  locations  are  near 
Portland  International 
Airport,  three  Interstates, 
other  major  highways, 
and  are  served  by  the  de- 
pendable Union  Pacific 
Railroad.  Upland  serves 
as  the  industrial  develop- 
ment agent  for  Union 
Pacific  Railroad,  and  also 
offers  a  broad  selection 
of  non-rail  industrial  and 
commercial  sites. 
Choice  Upland  sites  are 
available  now  or  we  can 
locate  one  for  you  in  or 
near  growth  areas  of  12 
central  and  western  states. 


•  UPLAND 

A  subsidiary  of  Un.on  Pacific  Corporation 
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INTRODUCING  THE  HERTZ 
FREQUENT  RENTER 
PROGRAM. 

THE  MORE  YOU  RENT 
THE  MORE  TOU  GEE 


Hertz,  the  #1  rent-a-car  company, 
announces  the  #1  travel  award  program:  The 
Hertz  Frequent  Renter  Program. 

Now,  every  time  you  rent  from  Hertz  in  the 
U.S.,  you  can  earn  points  towards  great  travel 
benefits.  From  free  weekend  car  rental  days  to  a 
travel  package  that  includes  2  round  trip  airline 
tickets,  free  hotel  stays  and  a  free  rental  of  a  lux- 
ury car  for  2  weeks. 

HOW  THE  HERTZ  FREQUENT 
RENTER  PROGRAM  WORKS. 

To  start  earning  points,  just  fill  out  an 
enrollment  form,  available  at  all  Hertz  U.S. 
locations,  and  mail  it  in.  Postage  is  pre-paid. 

This  will  automatically  enroll  you  in  the 
Hertz  Frequent  Renter  Program  and  make  you 
a  Hertz  #1  Club®  member  (if  you  aren't  one 
already). 

No  coupons  to  collect.  We'll  keep  track  of  the 
total  points  you've  earned  with  each  rental  and 
let  you  know  when  you've  reached  an  award  level. 

Just  be  sure  your  #1  Club  number  is  on  your  rental 
agreement  every  time  you  rent  from  Hertz.  And  before 
you  know  it,  you'll  have  earned  yourself  a  travel  award. 

YOU  GET  MORE 
THAN  ONE  AWARD. 

The  Hertz  Frequent 
Renter  Program  is  the  only 
award  program  in  the  rent-a- 
car  industry  that  offers  multi- 
ple travel  awards  at  each  award 
level. 

This  means,  when  you 
reach  an  award  level,  not  only  will 
you  get  free  rental  days  from 
Hertz,  you'll  also  earn  points 
towards  stays  at  leading  hotel 
chains.  And  at  higher  award  levels, 
you'll  also  get  airline  awards. 

Like  discounts  from  American 
Airlines.  Up  to  a  pair  of  free,  round  trip  coach  tickets  to 
any  destination  they  fly  in  the  continental  U.S.,  Hawaii, 
Bermuda,  The  Bahamas  or  The  Caribbean. 


In  addition  to  airline  benefits,  you  can  earn  awards 
at  any  participating  Marriott  Hotel,  Hyatt  Hotel  and 
Holiday  Inn  Hotel .  Up  to  a  combined  total  of  14 
free  nights. 

And  at  every  award  level,  Hertz  is  offering  car  renta 
days  at  any  Hertz  location  in  the  U.S.  and  The  Carib- 
bean. From  a  weekend  day  in  any  Hertz  car  from  a  sub- 
compact  to  a  full  size.  All  the  way  up  to  14  consecutive 
free  days  in  a  Hertz  luxury  car. 

So  now  renting  from  Hertz  is  more  rewarding  than 
ever.  Because  with  the  Hertz  Frequent  Renter  Program, 
the  more  you  rent,  the  more  you 
get.  Join  now,  because 
the  sooner  you  start  Tf'Hi 
earning  points,  the 
easier  it'll  be  to  get 
a  travel  award. 

For  complete  details  and  conditions,  stop  by  any 
Hertz  location  and  pick  up  a  Hertz 
Frequent  Renter  Program  brochure. 

#1  For  Everyone: 

®  Hertz  rents  Fords  and  other^fine  cars. 


?>REG  US  PAT  OFF  ©  HERTZ  SYSTEM  INC  1982 


35%  of  its  equity  for  listing  (the  re- 
quirement has  since  been  scaled 
down  to  25%).  What  venture  capital- 
ist wants  to  part  with  so  much  so 
early  in  his  career? 

The  banks?  Breville  Europe's  Man- 
aging Director  Colin  Cookman  ech- 
oes the  entrepreneur's  age-old  criti- 
cism of  banks:  "The  banks  are  falling 
over  themselves  to  lend  us  money — 
now  that  we  don't  need  it.  But  four 
years  ago,  when  we  did  need  it,  they 
didn't  want  to  know." 

It  is  lack  of  finance,  not  flagging 
ingenuity,  that  has  held  Britain  back, 
declares  Ravendale  Securities' 
Chander  Singh.  "Look  at  all  the 
things  Britain  has  invented — radar,  jet 
engines,  brain  scanners,  the  Hover- 
craft. But  since  financing  for  British 
innovations  was  not  usually  avail- 
able, they  were  exploited  by  the 
Americans."  The  British 
people  at  large  paid  the 
price,  both  in  lost  eco- 
nomic development  and 
in  lost  job  opportunities. 

Then,  in  1971,  Michael 
Nightingale,  a  onetime 
Goldman,  Sachs  associate 
turned  venture  capitalist, 
created  the  over-the- 
counter  market  as  an  al- 
ternative to  the  London 
Stock  Exchange.  Against 
the  LSE's  rule  that  at  least 
35%  of  a  company  had  to 
be  issued,  Nightingale's 
market  would  handle  as 
little  as  10%  of  a  com- 
pany. He  cut  issuing  costs 
to  the  bone.  Nightingale 
does  not  make  a  market  in 
his  companies'  shares.  But 
he  does  match  buyers  and 
sellers. 

From  1971  to  1980,  upstart  M.J.H. 
Nightingale  &  Co.  Ltd.  took  16  com- 
panies public  via  its  o-t-c  market,  in- 
cluding blue  chip  James  Burrough  Ltd. 
(maker  of  Beefeater  Gin). 

But  Nightingale  was  too  successful. 
With  an  outsider  grabbing  valuable 
business  from  its  member  brokers  and 
jobbers,  the  stock  exchange  was 
forced  to  compete,  and  offered  the 
USM  to  do  so.  As  intended,  the  USM 
has  swamped  Nightingale's  fledgling 
exchange  (though  Nightingale  &  Co. 
still  quotes  indicative  prices  for  21 
securities  in  20  companies  in  paid  dai- 
ly Financial  Times  notices).  "We  could 
have  preempted  the  USM  in  1979," 
says  Nightingale  wistfully.  "We 
should  have  gotten  bigger  faster."  But 
they  didn't. 

The  USM  has  incorporated  all  of 
Nightingale's  most  attractive  features 
and  added  a  big  one  of  its  own.  While 


Nightingale  only  matched  buyers  and 
sellers — a  process  that  could  take 
days,  even  weeks — LSE  jobbers  make 
markets  in  USM  stocks.  That  means 
USM  shares  are  far  more  liquid.  USM 
shares  are  quoted  daily  in  the  Finan- 
cial Times  right  along  with  fully  listed 
stocks;  only  a  small  symbol  tags  them 
as  USM  issues.  Financial  reporting  re- 
quirements differ  little. 

The  LSE,  in  fact,  regards  the  USM 
as  a  nursery  for  companies  that  will 
ultimately,  if  they  are  successful,  ap- 
ply for  a  stock  exchange  listing.  So  do 
some  of  the  entrepreneurs.  John  West- 
cott  says  he  will  probably  ask  for  a 
stock  exchange  quote  for  Feedback  in 
a  year  or  two.  Why?  Well,  says  West- 
cott,  "The  USM  is  not  entirely  re- 
spectable yet,  is  it?"  The  problem  the 
USM  faces,  says  Michael  Walton,  di- 
rector of  London's  $250  million  (as- 


leading  marketmaker  on  the  USM,  Brian  Winterflood 
Volume  of  300  transactions  a  day,  worth  around  $3  mil- 
lion, and  most  of  it  from  small  investors.  "Most  of  these 
stocks  are  capitalized  at  $2  million  to  $3  million,"  says 
Winterflood.  "Not  enough  liquidity  yet  for  big  investors." 


sets)  Electra  Investment  Trust,  "is 
that  the  quality  [of  its  companies]  is 
fairly  patchy,  to  put  it  mildly." 

Some  bad  patches  have  shown  up. 
One  of  the  USM's  first  issues  was 
American  Communications  Indus- 
tries, headed  by  American  promoter 
Michael  Leone.  ACI  was  a  film  pro- 
duction and  distribution  outfit  with 
glowing  promises  and  Charlie  Chan 
and  the  Curse  of  the  Dragon  Lady  (with 
Peter  Ustinov  as  Chan)  in  the  can. 
Leone  and  London  brokers  Rowe 
Rudd  (no  longer  trading  as  brokers) 
unloaded  $9.8  million  worth  of  ACI 
stock  and  notes  on  the  British  public 
in  November  1980;  ACI  has  since 
gone  into  Chapter  11. 

In  April  1981,  Tring  Hall  Securities 
raised  $600,000  for  Euroflame  Ltd.,  a 
maker  and  distributor  of  woodburn- 
ing  stoves.  Backed  by  Euroflame's 
brokers  and  accountants,  Chairman 
John  Viall  forecast  1981  profits  at 


$788,000.  A  few  weeks  later  he  low- 
ered that  to  $586,000.  Actual  1981 
results:  a  $936,000  loss.  Euroflame 
shares  were  issued  at  53  cents  a  share, 
quickly  climbed  to  $1  and  then  fell  to 
below  20  cents.  Last  summer  Euro- 
flame suspended  trading  and  is  being 
reorganized.  Britain's  Department  of 
Trade  is  investigating. 

The  danger  in  such  examples  is  that 
sound  companies  will  avoid  placing 
their  quote  on  the  USM,  fearing  guilt 
by  association — John  Westcott's  view 
that  the  market  is  "not  quite  respect- 
able." The  sunnier  outlook  is  that 
both  the  market  and  investors  will 
adapt  to  changing  expectations. 

Philip  Hooker,  a  young  investment 
banker  at  London's  Hoare  Govett  & 
Co.,  brokers  to  eight  USM  concerns, 
sees  this  already  happening.  "Inves- 
tors are  now  looking  much  more  care- 
fully, critically,  at  who  is 
sponsoring  a  USM  issue," 
says  Hooker.  "The  weaker 
sponsors  will  lose  [inves- 
tor] support  altogether. 
Some  already  have.  Our 
view  is  that  investors  look 
at  each  company  on  its 
merits,  and  that  the  mer- 
its of  many  USM  compa- 
nies are  very  considerable 
indeed." 

But,  cry  the  London 
brokers,  the  last  thing  the 
USM  needs  is  increased 
regulation  by  the  Council 
of  the  Stock  Exchange. 
"Either  the  USM  is  going 
to  be  a  capitalistic  thing 
or  it  isn't,"  declares  jobber 
Brian  Winterflood.  At- 
tempts to  wrap  the  USM 

  in  bureaucratic  red  tape 

with  the  intention  of  protecting  in- 
vestors from  the  darker  side  of  risk 
would  kill  the  market.  Says  Winter- 
flood:  "You  pays  your  money  and  you 
takes  your  chances." 

Margaret  Thatcher  and  the  British 
public  at  large  should  hope  that  more 
Britons  will  take  their  chances.  Entre- 
preneur Colin  Cookman  succinctly 
describes  both  the  contemporary 
problem  and  its  solution — in  terms 
that  could  well  apply  to  every  nation's 
industry:  "One  of  the  fundamental 
problems  with  British  industry  is  that 
too  many  companies  have  gotten  too 
big  and  created  huge  overheads.  What 
I  think  you're  about  to  see  is  many 
more  smaller  companies  coming 
along  with  a  couple  of  guys  in  charge, 
fighting  like  hell  to  keep  costs  down. 
Rigid  financial  controls.  Efficient 
companies.  The  USM  will  help  those 
efficient  companies  get  off  the 
ground."  Small  is  beautiful.  ■ 
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By  JOHN  COSGROVE 

Vice  President  of 

Richard  L.  Doyle  Associates,  Inc. 

What  vital  responsibility  has  been 
sadly  neglected  by  many  U.S.  Mul- 
tinational managements? 

The  development  and  centralized 
control  of  international  protection 
programs. 

Why  is  complacency  about  this 
responsibility  finally  disappearing? 

Because  many  Multinationals 
have  become  aware  of  the  high 
stakes  they  have  at  risk. 

William  R.  Dolan,  President  and 
chief  executive  of  Frank  B.  Hall 
Overseas,  Inc.,  points  out  that  in 
1950,  U.S.  Foreign  investments  in 
plant,  equipment  and  services 
amounted  to  $12  billion  —  most  of  it 
generated  by  the  oil  and  automobile 
industries.  By  the  end  of  1980,  this 
figure  had  shot  up  to  $213  billion. 

In  the  past,  relatively  little  atten- 
tion was  paid  to  safeguarding  assets 
abroad  because  they  were  over- 
shadowed by  U.S.  exposures.  But 
by  the  1960s,  Dolan  notes,  some  of 
the  more  alert  firms  began  to  bring 
growing  global  investments  under 
overall  asset  protection  plans. 

In  the  '80s,  the  multinationals  that 
lagged  in  controlling  worldwide 
conservation  programs  are  moving 
to  shelter  the  overseas  assets  now 


generating  from  30%  to  50%  of  their 
total  income.  These  percentages  will 
rise  with  increased  expansion  in  the 
Far  East  and  Latin  America,  Dolan 
believes. 

He  emphasizes  that  with  this 
growth  trend,  the  role  of  brokers 
doing  business  worldwide  will  ex- 
pand. They  will  compete  in  provid- 
ing the  sophisticated  financing 
methods  for  asset  protection  now  so 
common  in  the  States.  They  will 
also  vie  in  supplying  versatile  com- 
puter and  claims  capabilities,  envi- 
ronmental protection  consulting 
and  a  host  of  other  aids  traditionally 
furnished  by  insurance  companies. 
These  services  will  be  increasingly 
available  abroad  as  the  art  of  Risk 
Management  accelerates  at  the 
local  level. 

Dolan  sees  the  '80s  as  challenging 
and  exciting  both  to  multinational 
commercial  operators  and  to  bro- 
kerage firms  like  his  own  that  can 
develop  worldwide  protection 
programs  and  service  them  through 
a  close-knit  global  network. 

Employee  Benefits 

Early  in  recognizing  that  growing 
investment  in  plant  and  equipment 
abroad  promoted  the  need  for  mul- 
tinational employee  benefits,  John 
Hancock  Mutual  Life  entered  that 


market  in  1967.  Hancock's  Interna- 
tional Group  Program  (IGP)  is  todi 
the  world's  largest  provider  of  groi 
coverages  for  multinational  firms. 

Most  IGP  clients  have  more  than 
1,000  employees.  But  Hancock  will 
write  business  in  the  300-999  range 
and  in  1980  the  company  introduce 
the  IGP  Small  Groups  Pool  for 
companies  with  under  300  lives. 

Derek  Chilvers,  vice  president  o 
Hancock's  International  Group  De 
partment,  notes  that  IGP  spans  six 
continents  and  covers  approx- 
imately 600,000  persons  employed 
by  such  corporate  giants  as  Dow 
Chemical,  Johnson  &  Johnson,  For 
Motor  Company,  Digital  Equipmei 
and  Coca-Cola.  Industries  repre- 
sented include  finance,  steel,  oil, 
transportation,  high  technology, 
chemicals  and  pharmaceuticals,  to  I 
name  a  few. 

Chilvers  says  that  IGP  differs 
from  competitors  because  of  its 
network  of  29  (soon  to  be  30) 
associate  insurers.  They  are  major 
foreign  life  companies  with  fran- 
chise-like agreements  with  Hancoi 
to  furnish  the  group  life  and  health 
insurance,  disability  and  pension 
needs  of  international  corporations 
their  branches,  affiliates  and 
subsidiaries. 

An  estimated  50  percent  of  the 
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multinational  risk  pool  market  be- 
longs to  the  IGP  network.  Some  200 
North  American  multinationals  and 
100  foreign  companies,  with  a  total 
of  more  than  1,600  subsidiary  loca- 
tions, have  given  their  employee 
benefit  business  to  Hancock. 

Worldwide  Service 

American  International  Group  is 
a  name  synonymous  with: 

1.  Sound  protection  programs  for 
worldwide  clients. 

2.  Innovation  in  coverages  and 
risk  management  services. 

3.  An  uninterrupted  record  of 
profitable  results  in  its  basic  busi- 
ness of  underwriting  risks. 

AIG's  third  characteristic  is  per- 
haps the  best  guarantee  that  the 
first  two  will  not  only  endure  but 
will  expand  and  improve  as  they 
have  in  the  past. 

American  International  Under- 
writers, AIG's  overseas  arm,  has  for 
well  over  six  decades  written  vir- 
tually every  kind  of  risk,  except 
title,  —  outside  the  U.S.  and 
Canada. 

AIU  offices  girdle  the  globe  and 
are  staffed  by  the  organization's 
own  employees  —  experienced  pro- 
fessionals who  know  local  lan- 
guages, laws  and  customs  and, 
equally  important,  the  changes  and 
developing  trends  within  each 
country.  Such  knowledge  —  coupled 
with  technical  skills  —  is  invaluable 
to  brokers  coordinating  complex 
protection  programs  for  multi- 
nationals. 

Each  office  around  the  world  is 
linked  with  the  communications 
network  available  through  interna- 
tional headquarters  in  New  York 
and  branches  in  every  major  citv  of 
the  U.S. 

The  coverage  inventory  of  AIU 
and  its  inexhaustible  Risk  Manage- 
ment facilities  —  with  top  specialists 
providing  service  in  every  phase  of 
activity  —  are  only  two  factors 
underlying  the  organization's  worth 
to  the  multinational  community. 


Equally  important  are  two  other 
qualities  —  the  company  back- 
ground and  philosophy.  Explaining 
them,  Maurice  R.  Greenberg,  Presi- 
dent of  the  parent  AIG,  says: 

"Our  company  operates  in  some 
130  countries  around  the  world.  We 
are  perhaps  unique  in  that  we  were 
founded  abroad  and  entered  the 
United  States  later,  instead  of  the 
usual  reverse  pattern.  That  experi- 
ence has  taught  us  a  great  deal  and 
provides,  I  believe,  one  of  our  great 
strengths.  We  have  learned  that  we 
have  to  develop  a  sensitivity  to 
cultures,  customs,  ideologies  and 
value  systems  totally  different  from 
our  own. 

"When  our  company  began,  we 
had  no  U.S.  business.  All  of  our 
business  was  overseas.  Our  com- 
pany depended  entirely  on  local 
foreign  staff,  many  of  whom  ul- 
timately became  part  of  manage- 
ment. There  was  no  long  learning 
curve.  The  value  system  and 
customs  of  our  local  staff  were,  by 
and  large,  accepted  since  they  were 
responsible  for  running  the  busi- 
ness on  a  day-to-day  basis." 

Greenberg  says  AIG  is  proud  that 
with  more  than  5,000  employees 
worldwide,  only  slightly  more  than 
100  are  American  expatriates.  What's 
more,  the  nationals  of  each  country 
are  given  the  opportunity  of  serving 
elsewhere,  especially  at  the  home 
office.  Many  nationalities  are  repre- 
sented among  AIG's  senior  officers 
and  directors. 

Summarizing  some  of  his  ideas 
for  operating  around  the  world, 
Greenberg  notes: 

•  Give  foreign  operations  the 
same  status  as  domestic  ones.  Of 
particular  importance,  do  not  im- 
pose a  single  policy  or  strategy  on 
all  foreign  operations.  What  works 
in  the  U.S.  will  not  necessarily  work 
abroad,  and  could  confuse  local 
staffs  who  will  feel  that  their  sense 
of  values  and  judgments  have  been 
ignored. 

•  Make-long  term  commitments. 


Do  not  seek  instant  solutions  or  ; 
quick  profits  as  a  substitute  for 
those  commitments.  Be  patient. 

•  Carefully  choose  managers  fc 
foreign  operations.  Don't  look  on 
for  technical  skills,  but  seek  indiv 
uals  with  a  global  outlook. 

•  Assign  managers  who  speak 
the  language  of  the  country  wher 
they  are  expected  to  work. 

•  Be  adaptable  and  sensitive  to 
foreign  values  and  methods. 

•  Make  sure  your  foreign  em- 
ployees have  opportunities  for  ad 
vancement  in  the  company 

•  Don't  disrupt  the  market  of  tl 
host  country. 

•  Pick  realistic  goals  for  each 
country. 

These  precepts  of  a  multinatior 
insurer  could  well  serve  as  guide- 
lines for  multinationals  in  other 
fields.  Such  firms,  in  fact,  might  I 
find  Greenberg's  succint  principle! 
as  valuable  as  they  have  found  th<| 
protection  his  organization  extenJ 

New  Look  Needed 

In  its  unceasing  efforts  to  keep  I 
multinationals  abreast  of  develop  I 
ments,  Johnson  &  Higgins  advise 
corporations  that  investigated  the 
political  risk  coverages  available  i: 
the  mid-70s  and  decided  against 
them  to  take  another  look. 

The  early  coverages  provided  b 
the  private  insurance  market,  led 
Lloyds,  were  complementary  to, 
rather  than  competitive  with,  U.S 
government-sponsored  program; 
covering  expropriation  and  natior 
ization  of  overseas  investments. 
They  were  criticized  as  being  too 
expensive,  insufficient  to  cover  th 
risk,  and  too  short-term. 

Indeed,  until  quite  recently,  J& 
points  out,  there  were  only  two 
private  primary  markets  for  politi 
risk  insurance:  Lloyds  and  a  singli 
American  company.  Four  more 
American  companies  have  now  el 
tered  the  field  and  the  London 
market  is  offering  much  greater 
capacity. 

Types  of  coverage  also  have  bee 
broadened  to  include  not  only  the 
traditional  insurance  of  foreign  in 
vestments  but  also  coverage  agair 
contractual  risks  of  doing  businesi 
abroad. 

The  fastest  growing  areas  of 
coverage  are  contract  repudiation 
insurance  and  insurance  for  unwc 
ranted  calling  of  standby  letters  o| 
credit. 
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J&H  advises  that  one  result  of 
increased  underwriter  competition 
in  the  political  risk  field  is  lower 
rates  for  many  coverages.  While  the 
costs  of  U.S.  Government  programs 
generally  are  lower,  the  private 
sector  has  been  willing  to  equal  or 
better  them  in  selective  cases. 

Not  every  peril  that  political  risk 
insurance  is  capable  of  handling 
originates  on  foreign  territory. 
There  is  also  the  risk  of  an  embargo 
by  the  United  States  on  shipments 
to  a  particular  country.  One  Amer- 
ican exporter  sustained  a  multi- 
million  dollar  loss  when  an  export 
license  for  custom-made  equipment 
was  revoked.  Happily  the  risk  was 
insured. 

Unless  a  series  of  catastrophic 
losses  occurs,  J&H  expects  that  the 
expansion  of  the  private  political 
risk  insurance  market,  both  in  ca- 
pacity and  breadth  of  coverages 
offered,  will  continue. 

Some  property-liability  insurers 
are  not  inclined  to  invest  in  facilities 
abroad.  The  Atlantic  Companies, 
for  one  —  a  medium-size  group  with 
a  large  proportion  of  business  in- 
surance —  has  seen  the  need  for 
expanding  international  capabilities 
but  so  far  has  shunned  investment 
overseas.  Instead,  Atlantic  has  been 
courting  compatible  insurers  in  Eu- 
rope, Asia  and  Latin  America  and 
arranging  reciprocity  agreements 
by  which  the  American  company 
and  its  foreign  correspondents  can 
provide  international  capabilities 
without  any  of  the  insurers  losing 
their  national  identities  or  in- 
dependence. 

Harold  A.  Eckmann,  Chairman 
and  CEO  of  Atlantic,  says:  "In 
recent  years  we've  established  good 
working  relationships  with  insurers 
in  Germany,  Japan  and  a  number  of 
countries  in  Southeast  Asia.  We'll 
continue  seeking  such  relationships 
abroad  until  we've  got  worldwide 
capabilities." 

Eckmann  is  not  adamantly  against 
investing  in  insurers  abroad,  but 


generally  he's  found  it  better  to 
forge  alliances,  thereby  maintaining 
the  highest  degree  of  national 
knowledge  and  interest.  In  recent 
years,  in  fact,  Atlantic  has  divested 
or  diminished  its  interests  in  insur- 
ers in  Canada,  the  Netherlands, 
and  Mexico. 

"We  are  eager  to  put  our  world- 
wide capabilities  in  place  as  soon  as 
possible  to  give  our  insureds  top 
international  service,"  Eckmann 
notes,  "and  right  now  we  think  the 
flexibility  of  these  reciprocal  rela- 
tionships seems  the  best  way  to 
employ  local  expertise  to  give  good 
service  fast." 

Striking  Performance 

Back  in  1918,  the  newly-founded 
AFIA  Worldwide  Insurance  began 
covering  American  business  risks  in 
Europe  and  also  in  the  Pacific  Basin. 
Now,  after  close  to  65  years  of  global 
performance,  AFIA  is  ready  to  meet 
the  protection  needs  of  U.S.  firms 
expanding  into  the  South  Pacific 
and  Asia  through  its  more  than  100 
offices  in  the  Basin.  Close  to  1,900 
staff  members  are  prepared  to  han- 
dle the  varied  requirements  of  in- 
coming organizations  —  manufac- 
turers, service  industries,  retailers, 
and  more. 

Paul  F.  Butler,  President  of  AFIA, 
is  "upbeat"  on  prospects  in  the  area. 
He  notes,  "With  Australia's  major 
reserves  of  coal  and  uranium,  and 
substantial  reserves  of  natural  gas 
and  oil  shale,  oil  industry  experts 
have  forecast  that  by  1990,  it  could 
rival  Saudi  Arabia  in  energy  exports. 
Further,  New  Zealand  is  facing  the 
most  progressive  decade  in  its  his- 
tory with  energy  developments  in 
natural  gas  and  hydroelectric 
power." 

Butler's  optimism  is  shared  by  A. 
Graeme  Anshutz,  AFIA's  resident 
vice  president  at  Svdnev.  At  a  recent 
meeting  at  New  York  World  Head- 
quarters, he  described  Australia  as  a 
"largely  untapped  Continent."  He  is 
looking  forward  to  his  organiza- 


tion's participation  in  the  exciting 
growth  of  that  part  of  the  world. 

Anshutz  reports  that  AFIA  con 
pleted  a  major  restructuring  of 
Australian  operations  and  is  outp 
ing  many  others  in  the  market. 
Professional  underwriting  practic 
and  an  engineering  network  for 
close  scrutiny  of  risks  are  two 

J 

features  that  are  helping  both  the 
insureds  and  the  insurer,  he 
observes. 

Stepped-up  engineering  exper 
is  especially  important  in  coping 
with  loss  prevention  and  safety 
problems  posed  by  advancing  tec 
nologies,  Anschutz  stresses. 

Robert  G.  Smith,  Resident  Vice 
President  for  South  East  Asia,  de- 
scribes Singapore  as  a  booming 
center  many  call  "the  Houston  of 
the  East."  Leading  business  ac- 
tivities are  energy  and  constructic 
Oil  rigs  and  other  equipment  for 
ocean  exploration  are  key  produc 
Thus,  the  energy  market  ranks  hi 
in  AFIA's  own  expansion  plans. 
Construction  is  right  up  there  wit 
energy,  Smith  says,  and  AFIA  fur 
nishes  an  ideal  coverage  for  that 
field  —  CAR  (contractors  all  risk). 

Smith  stresses  that  where  mar- 
kets are  restrictive  in  his  territory 
AFIA  has  arranged  joint  venture? 
managed  bv  its  own  specialists. 

In  Japan  where  AFIA  is  seeking 
more  multinational  accounts,  Res 
dent  Vice  President  William  Krall 
notes  that  Risk  Management  prin 
pies  practiced  in  the  U.S.  are  wid' 
observed.  Industries  have  done  a 
great  job  of  cleaning  up  pollution 
with  "advisory  guidance"  of  the 
Minister  of  Finance. 

The  air  in  Tokyo  has  improved  I 
the  point  where  the  long-familiar 
face  masks  are  disappearing,  Krai 
says.  In  that  city  and  Yokohama 
which  are  in  Zone  5  —  the  most 
dangerous  earthquake  belt  —  AFI 
offers  U.S.  multinationals  60% 
coverage  for  earthquake  exposure 
while  Japanese  firms  onlv  provide 
15%. 

In  an  assessment  of  overall  wor 
developments,  AFIA  President 
Butler  remarks  that  international 
competition  for  moderate-sized 
risks  is  growing.  In  1981  almost 
25,000  U.S.  firms  with  fewer  than 
100  employees  exported  goods  an 
services. 

"Obviously,  all  multinationals  a 
not  Goliaths,"  Butler  emphasizes, 
"and  these  smaller  fellows  all  nee' 


There  may  be 
better  things  to  do 
with  your  company's 
insurance  money 
than  buy  insurance. 

-tor  the  multinational  corporation,  the  cost  of 
protecting  its  assets  abroad— both  people  and 
property— has  become  a  major  one,  with  pre- 
miums ranging  from  thousands  into  millions  of 
dollars  annually. 

And  always  it  has  been  thought  of  as  a 
necessary  cost  of  doing  business. 

We  would  like  to  recommend  an  alternative. 
Rather  than  think  of  all  that  money  as  an 
expense  for  your  company,  we  suggest  you 
think  of  it  instead,  as  a  financial  tool. 

That's  right,  as  a  financial  tool.  There  are  so 
many  ways,  today,  to  make  your  insurance 
money  work  for  your  company  at  the  same 


time  it's  protecting  your  company.  Ways 
to  free  your  money,  to  give  you  control 
over  its  flow,  to  significantly  lower  your 
cash  outlay.  In  short,  ways  to  be 
smart  with  your  insurance  money. 
At  AFIA,  as  a  pioneer  in 
worldwide  insurance,  we  offer 
the  multinational  corporation  all  the 
expertise,  innovativeness  and  capability  our  64 
years  of  experience  have  given  us.  As  well  as  our 
facilities:  more  than  230  offices  serving  135 
countries.  And  we  offer  it  all  to  help  you  plan 
the  worldwide  programs  that  can  put  your 
insurance  money  to  valuable  use. 

Programs  like  forming  your  own  captive.  Or 
a  controlled  master  program  with  deductible 
funding  which  enables  you  to  derive  the  benefits 
of  a  captive  without  the  necessity  of  forming  a 
captive. 

Another  significant  innovation  is  global  in- 
surance, one  program  that  covers  you  both  in 
the  United  States  and  abroad  and  has  the  effect 
of  increasing  your  insurance  buying  power 
significantly  and  providing  greater  control  of 
your  risk  management  program. 

Those  are  a  few  brief  examples  of  how 
insurance  can  be  made  to  work  for  companies 
today.  To  be  sure,  there  are  others:  high  deduct- 
ibles, other  cash  flow  programs,  rating  plans 
and  unbundling  of  services  (that  is,  paying  for 
only  the  insurance  services  you  need)  to  name 
but  a  few. 

Working  together  with  your  broker  and  AFIA, 
your  risk  manager,  given  centralized  control 
of  your  worldwide  insurance  programs,  can 
make  your  insurance  money  do  more  and  better 
things  than  ever  before. 

For  more  information,  write  AFIA,  Dept.  A, 
110  William  Street,  New  York,  NY  10038. 


AFIA 


WORLDWIDE  INSURANCE 

Helping  business 
grow  overseas  since  1918. 


AFIA  Worldwide-  Insurance,  110  William  Street,  New  York,  NY  10038,  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Houston,  Los  Angeles, 
Miami,  Minneapolis,  San  Francisco,  Seattle,  Washington,  D.C.  and  230  other  cities  around  the  world. 


what  The  Whole  Earth  Policy 
can  do,  is  what  it  won't  do. 

It  won't  give  you  costly  du] 
cations  of  coverage.  It  won't  lea 
you  with  troublesome  inconsis- 
tencies in  protection.  And  it  wo| 
saddle  you  with  costly  foreign 
exchange  losses. 

At  AIG,  global  insurance  is) 
just  a  sideline.  Our  Global  Accoi 
Department  (the  only  one  of  itsi 
kind,  by  the  way,  in  the  industry 
today)  is  staffed  with  individuals 
who  have  a  vast  amount  of  kno\l 
edge  in  their  field.  (They  averagd 
fourteen  years'  experience  in 


If  you're  a  multi-national 
corporation  doing  business  in  a  lot 
of  places  around  the  world,  chances 
are  you've  experienced  the  difficul- 
ties of  dealing  with  a  lot  of  insur- 
ance policies  around  the  world. 

But  now  AIG's  Global  Accounts 
Department  can  neatly  tie  it  all 
together  for  you  into  one  ingenious, 
unified  program. 

The  Whole  Earth  Policy. 

What  it  means  is  one  master 
insurance  plan  with  all  U.S.  domes- 
tic and  overseas  risks  pooled 
together. You  get  the  insurance  you 
need.  Where  you  need  it.Tailor-made. 


From  property  and  casualty  cover- 
age to  marine  and  aviation.  From 
kidnap  and  ransom  to  a  wide  range 
of  employee  benefits,  including  life 
and  pension  plans. 

What  it  means  is  real  economic 
benefits  associated  with  buying 
power.  Risks  are  considered  world- 
wide. Not  country  by  country. Thus, 
there  are  considerable  savings. 

What  it  means  is  that  your 
account  is  underwritten  as  a  whole, 
not  as  individual  risks. Therefore, 
you're  better  insulated  from  the 
inevitable  cycles  of  the  insurance 
business.  And  just  as  important  as 


nercial  insurance.) 
What's  rnore.The  Whole  Earth 
;/  client  is  given  an  unprece- 
I  d  amount  of  personal  service, 
land  every  multi-national  client 
hgned  its  own  AIG  Global 
!  jnt  Manager  who  is  responsible 
U  phases  of  the  account.  From 
j'iginal  planning  stages  to  the 
l  ing  of  claims. 
!  Worldwide,  our  offices  are 
i  ged  by  people  who  are  really 
me  with  local  laws,  customs 
i  !gulations. 


Incidentally,  no  other  Ameri- 
can insurer  has  more  offices  in  more 
countries  offering  more  kinds  of 
business  insurance  than  the  AIG 
Insurance  Companies. 

For  over  60  years  we've 
assured  optimum  protection  for 
our  clients  against  hurricanes, 
fires,  floods,  employee  fraud  and 
political  upheavals.  And  today  you'll 
find  us  leading  the  way  in  energy, 
pollution  and  all  types  of  property 
and  casualty  risks,  to  mention  a  few. 

For  more  information  about 


The  Whole  Earth  Policy,  contact  AIG, 
Department  A,  70  Pine  Street,  New 
York.  N.Y.  10270. 

Or  call  your  broker.  And  get 
your  world  in  a  nutshell. 

QnceAgain 
AIG. 


3  COMPANIES:  American  International  Underwriters,  American  Hume  Assurance  Co.,  Commerce  tiriti  Industry  Insurance  C  'o. .  Naumuil  [  'num  Fire  Insurance  Company  oj  Pittsburgh,  Pa. 
encan  International  hfc  Assurance  Co.,  North  American  Managers,  Neu  Hampshire  Insurance  Co.  and  over  230  other  companies  operating  around  the  timid  to  meet  your  insurance  needs. 


THE  NEW  W®RLD  OF 
MULTINATIONAL  INSURANCE- 
AND  ITS  BENEFITS  TO 
PRIVATE  INDUSTRY. 


^   coverage."  AFIA  is  intent  on  provid- 
ing it  through  innovative  plans 
appropriate  to  the  scope  of  any 
enterprise  with  interests  abroad.  In 
this  regard,  AFIA  has  recognized 
the  involvement  of  smaller  to  mod- 
erate-sized independent  insurance 
agents  and  is  making  efforts  to  pass 
on  information  that  will  aid  these 
producers  in  arranging  protection 
abroad  for  their  accounts. 

Noting  that  AFIA  is  not  earth- 
bound,  Butler  says,  "We  are  also 
determined  to  meet  the  tremendous 
needs  in  aerospace.  Our  facilities 
are  already  in  place  to  accommodate 
the  unlimited  opportunities.  Some 
mistakenly  believe  this  field  is  lim- 
ited to  the  U.S.  But  the  Japanese 
and  the  European  Space  Agency 
have  established  launch  facilities 
and  satellite  development  is  moving 
ahead  in  many  countries. 

Finally,  Butler  stresses  that  AFIA 
innovations  and  plans  do  not  repre- 
sent change  for  the  sake  of  change, 
nor  any  desire  for  inflated  growth. 
They  were  adopted  to  produce  a 
profit  —  in  return  for  providing 
superior  products  and  services. 
Butler  is  resolved  that  his  associa- 
tion whose  membership  comprises 
Aetna  Insurance  Co.,  Fireman's 
Fund,  Hartford  Fire,  The  Home, 
and  St.  Paul  Fire  &  Marine  —  will 
attain  that  goal. 

Change  Cited 

The  dramatic  growth  of  the  multi- 
national corporations  since  the  mid 
1950s  has  drastically  changed  the 
shape  of  the  world  economy.  Keep- 
ing pace  with  this  fast  industrial 
transformation,  Corroon  &  Black 
has  continually  updated  and  ex- 
panded its  operational  facilities. 

A  major  step  was  centralization  of 
Corroon  &  Black's  overseas  opera- 
tions in  a  new  corporate  resource, 
Corroon  &  Black  International  — 
CBI.  This  has  provided  worldwide 
control,  uniformity  in  implementa- 
tion and  servicing,  and  the  ability  to 


adapt  immediately  to  any  changes, 
now  and  in  he  future. 

While  Corroon  &  Black  itself  had 
not  been  an  unknown  entity  in  the 
world  of  international  brokerage 
before  streamlining  its  international 
functions,  this  move  has  enor- 
mously enhanced  its  presence  both 
domestically  and  overseas. 

Through  its  equity  interest  in  J.H. 
Minet  Holdings,  British  brokerage, 
Corroon  &  Black,  in  turn,  has  equity 
ownership  in  28  foreign  countries 
outside  the  U.S.  and  Canada.  This 
network  comprises  brokers  who  are 
recognized  leaders  in  their  respec- 
tive countries  and  who  for  many 
years  have  been  involved  in  the 
local  stewardship  of  many  multina- 
tional clients,  both  American  and 
others. 

International  risk  management  at 
CBI  means  much  more  than  being 
on  the  spot,  providing  coverages 
and  having  intimate  knowledge  of 
local  insurance  markets  and  condi- 
tions. It  means  having  a  highly 
trained  and  responsive  staff  —  with 
specialists  in  property,  casualty,  avi- 
ation, marine  and  fidelity  insur- 
ance, and  in  loss  control. 

CBI  uses  the  Advanced  Risk  Man- 
agement Services  Division 
(A.R.M.S.)  to  give  clients  answers 
to  such  questions  as: 

•  What  risk  financial  alternatives 
are  available? 

•  What  loss  retention  levels  make 
sense  for  the  client? 

•  What  will  the  client's  losses  be 
in  1992? 

CBI  professionals  use  sophisti- 
cated technology  to  forecast  losses 
and  to  arrange  the  best  way  to 
finance  them  whether  a  business 
"speaks"  Dollars,  Francs,  or  Yen. 
Included  in  these  technologies  are 
cash  flow  analysis,  computer  simu- 
lated loss  retentions  and  captive 
insurance  company  models. 

CBI  has  also  established  a  strong 
presence  in  Bermuda  to  meet  the 
servicing  requirements  for  captive 


companies  or  for  funded  programs 
for  multinational  clients. 

Strategy  Outlined 

John  R.  Cox,  President  of  Insur- 
ance Company  of  North  America 
Corp.,  is  convinced  that  with  the 
technology  and  efficient  communi- 
cations of  today's  large  enterprises, 
they  can  quickly  develop  and  imple^ 
ment  a  global  risk  management 
strategy. 

Among  primary  aims  should  be 
bulk-buying  of  coverage  and  serv- 
ices at  a  truly  competitive  price  froir 
a  single  underwriter  able  to  spread 
the  risk. 

A  "world  view"  of  protection, 
Cox  emphasizes,  should  focus  on 
eliminating  gaps  that  could  disrupt 
corporate  strategy  for  overall  profit. 
The  conservation  plan  should  sup- 
port the  organization's  cash  flow 
and  investment  procedures  by  mak^ 
ing  use  of  the  numerous  financial 
alternatives  in  modern  risk  managei 
ment,  including  captives. 

Cox  points  out  that  insurance 
contracts  usually  offered  outside  the 
U.S.  are  quite  limited  compared 
with  those  available  domestically. 
So,  today's  multinational  risk  man- 
agement begins  with  the  aptly- 
named  Difference  in  Conditions 
policy.  The  logic  supporting  the  DIC 
is  that  overseas  subsidiaries  pur- 
chase all  their  insurance  locally  in 
local  currencies  and  it  is  payable 
locally.  The  policies  —  obtained  frorr 
the  "admitted"  carriers  licensed  in  a) 
particular  country  —  meet  the  firm's 
legal  and  regulatory  obligations. 
Premiums  from  admitted  carriers 
are  tax  deductible  by  the  subsidiary. 
The  DIC  policy  brings  the  overseas 
property  coverage  up  to  domestic 
standards,  regardless  of  any  limits 
or  gaps  in  coverage  abroad.  The 
DIC  is  purchased  by  and  payable  in 
dollars. 

The  DIC  plan  is  treated  as  a  way 
to  cover  only  those  perils  that  cannot 
be  insured  abroad.  To  maximize 
cash-flow,  premium  charge-back 
and  captive  reinsurance  arrange- 
ments are  made. 

Expertise  and  imagination  are 
indispensable  to  manipulate  count- 
less financial  variables  and  come  upl 
with  an  innovative  unified  risk- 
management  plan  to  cover  the  stag- 
gering range  of  perils  that  face 
today's  multinational,  Cox 
concludes.  @ 
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Creative  insurance  services. 
We've  got  what  it  takes. 


L&CQ 


Make  your  multinational  insurance  planning  wor 
from  Brazil  to  Bahrain  with  A&A's  local  expertis 


Every  multinational  corporation  has 
unique,  country-by-country  risk  manage- 
ment and  insurance  brokerage  needs 
How  A&A  looks  at  overseas  manufacturing 
will  help  explain  how  we  will  look  at  your 
business.  In  this  case,  we  look  at  opera- 
tions through  the  eyes  of  an  indigenous 
client.  Probing  local  exposures  from  pro- 
duction line  to  bottom  line.  Determining 
appropnate  ways  to  protect  assets  and 
earnings.  Dealing  with  local  practice  and 
regulations  in  the  native  tongue. 

Only  by  working  from  a  client's  point 
of  view— both  corporately  and  overseas— 
can  we  be  sure  a  company  gets  the  most 
comprehensive,  cost-efficient  programs 
possible. 

Global  planning, 
domestic  follow-through 

This  insider's  vantage  point  enables 
our  international  organization  to  provide 
clients  with  the  same  high  caliber  of  service 
anywhere  in  the  world.  Formulating  a  uni- 
form, centralized  program.  Then  utilizing 
the  expertise  of  our  in-place,  local  staffs  to 
carry  it  out  in  the  manner  most  advanta- 
geous in  each  particular  country. 

Each  industry  has  different  needs. 
For  insurance,  for  risk  management,  for 
human  resource  management,  for  financial 
services.  And  each  of  our  120  offices  here 
and  overseas  has  the  facilities,  expertise 
and  strength  to  fulfill  the  requirements  of 
any  company,  large  or  small,  in  any  industry. 

We  think  a  big  reason  A&A  has  be- 
come one  of  the  largest  and  most  trusted 
insurance  brokers  worldwide  is  that  we 
work  the  same  way  with  every  client.  From 
the  client's  point  of  view.  From  Brazil 
to  Britain  to  Bahrain. 


Alexander 
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From  the  client's  point  of  view. 


Production  workers  at  Bendix  do  Brasil  in  Campinas, 


Profiles 


With  a  mixture  of  Old  World  acumen  and 
New  World  daring,  K.K.  Amini  has  built  a 
hrtune  in  the  oil  business. 


One 


man's 
family 


By  Toni  Mack 


If  you  want  to  know  how  the  oil 
business  really  works,  you  could 
do  worse  than  learn  from  K.K. 
(born  Koli)  Amini,  chairman  and  63% 
owner  of  San  Antonio-based  Sage  En- 
ergy Co.,  and  the  sons  who  work  for 
him.  In  summer  1981,  the  Aminis 
believed,  rightly,  that  oil  prices  were 
peaking  and  decided  to  dress  up  Sage 
for  sale.  So  during  June,  whenever 
they  had  a  question  about  how  much 
oil  a  parcel  of  land  would  yield,  they 
accentuated  the  positive.  Result: 
Sage's  reported  reserves  grew  110% 
from  fiscal  1980  (ending  June  30)  to 
1981.  "You'd  be  crazy  not  to,"  argues 
Rex  Amini,  at  32  Sage's  executive 
vice  president.  "You  don't  know  what 
someone's  going  to  pay." 

As  it  happened,  however,  the 
Aminis  had  missed  the  peak  of  the  oil 
buyout  market.  So  they  took  Sage  off 
the  block  and  this  year  felt  they  could 
cut  the  reserves  back  to  reality — that 
is,  by  20%.  Rex  Amini  explains  that 
Sage  stock  is  selling  on  the  Amex  at  a 
graveyard  price  of  around  7.  "When 
we  were  selling  at  27,  that  kind  of 
news  would  have  pushed  us  down  to 
15,"  he  says.  "But  if  the  market  isn't 
going  to  appreciate  good  news,  it's  not 
going  to  worry  about  bad  news." 

Sage  had  been  selling  at  27  because 
of  its  reputation — deserved — as  one  of 
the  most  successful  exploration  com- 
panies around,  having  struck  oil  164 
times  out  of  164  tries  in  the  last  two 
years.  Its  earnings  per  share  and  rev- 
enues have  more  than  quintupled 
over  the  last  five  years,  to  $1.40  (be- 
fore a  58-cent  gain  on  the  sale  of  a  gas- 
processing  subsidiary)  and  $75  mil- 
lion, respectively.  Oil  reserves  are 


now  realistically  stated  at  7.5  million 
barrels,  and  gas  reserves  are  36  billion 
cubic  feet.  Even  at  the  current  low 
price,  the  7.8  million  shares  owned  by 
60-year-old  K.K.  Amini  are  worth  $55 
million. 

In  all,  the  Aminis  are  worth  around 
$120  million  only  38  years  after  K.K. 
Amini  landed  in  the  U.S.  from  Iran 


(which  he  would  call  Persia)  with 
$2,900  in  his  pocket.  His  father,  a 
wealthy  landowner,  was  69  when 
K.K.  was  born  and  died  four  years  and 
two  daughters  later,  having  sired  20 
children.  "In  countries  like  that,  the 
family  is  a  dictatorship,"  says  Amini 
in  a  soft,  slurring  accent.  "You  just 
obey.  I  was  the  youngest  son  and  was 
kicked  around  a  lot.  I  said,  'I'll  go.  I'll 
show  you.'  " 

And  so  he  did,  getting  a  masters 
degree  in  petroleum  engineering  and 
starting  in  the  oilfields  as  a  roust- 
about. In  1961,  after  working  as  a  pe- 
troleum engineer  for  others,  K.K.  set 
up  his  own  exploration  company.  He 
has  since  formed  companies  and  sold 
out  four  times,  always  on  very  nice 
terms.  In  the  early  1970s,  for  example, 
W.R.  Grace  was  buying  oil  reserves, 
usually  at  a  price  of  less  than  $1  a 
barrel.  Amini  wrangled  about  $1.60  a 
barrel  when  he  sold  to  Grace  in  1974. 

Oilmen  like  to  brag  about  the  num- 
ber of  times  they  have  gone  broke,  but 
Amini  has  never  come  close — least  of 
all  now,  when  so  many  oilmen  are 
nervously  studying  Chapter  11. 
"There's  more  opportunity  in  the  oil 


K.K.  Amini  in  front  of  the  San  Antonio  home  he  designed 
From  a  $2,900  stake,  a  $120  million  oil  fortune. 
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EXECUTIVE  , 
SUITE.  ( 

A  place  you've  earned. 
The  1983  Lincoln  Town  Gar. 

It  rnnfirmc;  \/m  ir 


With  stately  styling. 
With  the  highest  quality  of  any 
luxury  car  built  in  America. 
And  with  a  program 
dedicated  solely  to 
owner  satisfaction 
called  the  Lincoln  Commitment. 

Ifs  a  promise  of 
preferential  treatment. 
And  a  guarantee  that  your 
opinions  will  be  heard. 

Lincoln. 

The  treatment  you  deserve. 
The  place  you  should  be. 

Yours  when  you  buy  or  lease. . 


Lincoln.  The  Leader. 


1983  LINCOLN 
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Profiles 


business  now  than  in  boom  times," 
says  Amini  with  relish.  And  he  has 
Sage  ready.  The  company  paid  off  its 
$15  million  in  prime-rate  debt;  all 
that's  left  is  $30  million  in  8  '/>% ,  25- 
year  bonds.  With  $10  million  in  cash 
and  a  $150  million  untapped  credit 
line,  Amini  is  looking  for  a  bargain. 

Since  January  Amini  and  sons  have 
examined  35  to  40  deals,  from  Dome's 
U.S.  holdings  (asking  price:  $300  mil- 
lion to  $500  million)  to  tiny  $1  mil- 
lion properties.  The  Aminis  have  de- 
cided against  a  whopper — "We're  just 
not  the  type  to  triple  in  size  over- 
night," notes  Rex.  K.K.  figures  it  is 
worth  another  five  or  six  months  to 
find  just  the  right  deal.  "He  tells  me, 
'You  know  we  want  to  steal  it,'  " 
n  chuckles  a  Wall  Street  analyst. 

As  interesting  as  Amini's  acumen 
|  is  what  he  has  chosen  to  embrace  in 
II  the  New  World  and  what  to  retain 
from  the  Old.  His  hobby  is  designing 
his  own  houses,  about  19  so  far,  and 
the  latest  is  an  airy,  peach-tinted 
mansion  that  his  wife,  an  apple- 
cheeked  Kansas  woman  whom  he 
met  at  the  University  of  Kansas, 
terms  "early  Texas  Mediterranean." 
In  1980,  upset  over  events  in  Iran,  he 
changed  the  company's  name  from 
Rial — the  Iranian  currency — to  Sage. 
And  he  pushed  his  children  to  achieve: 
Rex  has  degrees  in  history,  law  and 
geology  and  is  taking  up  the  violin; 
Susan  has  a  master's  in  anthropology; 
Ronald  dances  for  the  Austin  Civic 
Ballet;  and  Michael,  a  Phi  Beta  Kappa 
graduate  of  Stanford,  is  a  fine  pianist. 
But,  hardly  a  generation  of  aesthetes 
only,  they  all  work  in  their  father's 
domain — except  Sue,  because,  well, 
that  is  not  the  Persian  way. 

"We  all  went  off  to  school  and 
didn't  want  to  have  anything  to  do 
with  him  for  a  while,"  says  Rex.  "But 
we  all  came  back."  Even  Ron,  who 
was  studying  petroleum  engineering 
when  he  decided,  at  age  20,  that  he 
really  wanted  to  be  a  ballet  dancer. 
Two  years  ago  K.K.  enticed  him  back 
to  manage  part  of  the  family's  $65 
million  in  private  oil  holdings,  real 
estate  and  stock.  (By  day  at  least. 
Nights  and  weekends  Ron,  now  28, 
spends  on  toe.)  "It's  almost  as  if  from 
day  one  my  father  had  this  grand  de- 
sign," muses  Rex.  "Sometimes  I  won- 
der if  he  didn't  start  Sage  as  an  um- 
brella to  gather  us  in.  It  can't  all  be 
coincidence." 

Probably  not,  for  K.K.  Amini  is  not 
the  type  to  leave  much  to  chance. 
"I've  been  in  this  business  30  years," 
says  Amini.  "I  know  what  my  com- 


pany can  and  can't  do.  We  can  drill 
about  100  wells  a  year,  to  an  average 
depth  of  10,000  feet.  We  can  do  it 
economically.  And  practically."  Rex, 
who  is  ready  to  carry  Amini  manage- 
ment into  the  next  generation,  echoes 
the  thought:  "I  respect  men  like 
George  Mitchell  of  Mitchell  Energy 
[the  son,  as  it  happens,  of  a  Greek 
immigrant  father].  He's  made  a  lot  of 
money  in  the  Ft.  Worth  Basin,  which 


"In  countries  like  Iran,  the 
family  is  a  dictatorship," 
says  Amini.  "I  was  kicked 
around  a  lot.  I  said,  'I'll  go. 
I'll  show  you.'  " 


is  not  a  glamorous  place  to  look  for  oil 
and  gas.  I  admire  somebody  who  em- 
phasizes the  bread  and  butter,  who 
sticks  to  his  own  backyard." 

Therefore,  Sage  is  still  drilling  in 
the  decidedly  unglamorous  Permian 
Basin  of  west  Texas  where  Amini 
started.  And  it  has  recently  done  well 
in  the  trickier  Austin  Chalk  of  south 
Texas.  In  Sage's  five-year  history, 
only  39  of  306  wells  drilled  have  prov- 


en dry  or  uneconomic. 

The  trickiest  thing  about  the  Chalk 
is  that  wells  gush  at  first  but  tend  to 
trickle  off  fast.  Sage's  wells  are  no 
exception.  After  its  acreage  is  drilled 
up,  which  will  probably  happen  this 
fiscal  year,  production  will  begin  to 
decline  12%  to  20%  a  year.  Where  to 
next?  Possibilities  are  opening  an- 
other office,  developing  Sage's 
450,000  acres  in  the  Rockies — a  dicey 
area  where  Amini  has  largely  let  oth- 
ers take  the  risks — and,  of  course,  ac- 
quisitions. Only  half  of  Sage's  $45 
million  exploration  budget  is  com- 
mitted for  fiscal  1983. 

A  well-tempered  sense  of  risk — 
whether  an  Old  World  trait  or  not — is 
what  has  sustained  Amini  in  a  busi- 
ness that  is  a  form  of  institutionalized 
gambling.  "You  can't  depend  on  what 
oil  prices  are  going  to  be  for  the  next 
ten  years,"  he  says.  "Who  knows? 
OPEC  is  not  South  Africa,  where  they 
control  the  supply  and  the  price  of 
diamonds  OPEC  is  every  man  for  him- 
self." He  stops  and  thinks  a  minute, 
looking  out  his  office  window  into  the 
bright  San  Antonio  sunshine.  "Right 
now  what  I  want  is  staying  power." 
Does  anyone  doubt  he  has  it?  ■ 


Struggling  12  years  to  bring  a  3-D  camera 
to  market,  two  Atlantans  prove  the  world 
still  backs  inventiveness. 


Go  ahead 
and  dream 


By  Rosemary  Brady 
with  Desiree  French 


During  the  World  Series, 
Americans  may  see  advertise- 
ments for  the  Nimslo  3-D — a 
pocket-size,  four-lens,  point-and- 
shoot  camera  allowing  amateur  pho- 
tographers to  take  three-dimensional 
snapshots,  which  can  be  seen  without 
special  glasses  or  viewers. 

That  the  product  is  on  the  market  is 
a  tribute  to  the  perseverence  of  its 
Atlanta-based  inventors,  Jerry  Nims 
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and  Allen  Lo,  who  worked  12  arduous 
years  developing  the  technology.  That 
they  have  already  been  rewarded  rich- 
ly for  their  labors — and  that  their 
camera  is  being  introduced  with  a 
massive  marketing  campaign  among 
dealers  in  38  states  backed  by  net- 
work advertising — is  a  tribute  to  high- 
powered  international  venture  capital 
financing.  Here's  the  story: 

After  working  together  in  the  Six- 
ties on  3-D  novelty  postcards  for  Ja- 
pan's Asahi,  Nims,  now  47,  and  Lo, 
45,  decided  to  collaborate  on  their 


in 


jerry  Nims  and  his  Nimslo  3-D  camera 

Maybe  not  another  Polaroid,  but  it  has  brought  him  millions. 


own  three-dimensional  camera  and 
photoprocessing  system  in  1970. 
Nims  formed  a  private  company  and, 
with  Lo,  set  up  a  laboratory  with  ten 
Chinese  researchers  in  Hong  Kong. 
Two  years  later,  they  moved  to  a 
damp,  tin-roofed  laboratory  on  the 
outskirts  of  Atlanta,  where  they  sur- 
vived on  about  $2  million  in  venture 
capital  until  1978.  That  was  when 
Nims'  money-raising  forays  began  to 
pay  off — outside  the  U.S.  "I  pounded 
the  pavement  for  money  in  the  U.S.," 
the  San  Francisco-born  inventor  de- 
clares, "but  you  can  simply  say  I  was 
not  successful."  Where  he  did  find 
sympathetic  investors  was  in  Britain, 
where  he  met  Graham  Dowson,  for- 
merly chief  executive  officer  of  Rank 
Organisation.  Dowson,  who  had 
made  his  mark  at  Rank  by  backing 
Xerox'  photocopiers,  took  an  instant 
liking  to  Nims,  a  low-key,  articulate 
graduate  in  philosophy  and  sociology 
from  San  Francisco  State  University. 
With  the  aid  of  Dowson's  contacts  in 
London,  Nims  raised  $6  million  in 
venture  capital  and  loans.  From  then 
on,  all  Nimslo's  breaks  seemed  con- 
nected to  Britain — such  as  the  1979 
agreement  by  Timex  Corp.  to  manu- 
facture the  camera.  Timex'  entry  into 
the  project  brought  British  govern- 


ment grants  to  Nimslo  of  around  $5 
million  for  tools  and  dies  plus  the 
credibility  to  raise  $14.8  million  in 
shares  and  loan  stock  in  May  1980 
from  European  investors.  It  also 
brought  the  Atlanta  inventors  the 
backing,  in  November  1980,  of  the 
vast  Fred  Olsen  Group — the  Norwe- 
gian shipping  company  that  owns 
Timex,  among  other  interests. 

The  Olsen  Group  "was  pivotal," 
says  Nims,  "because  getting  our  prod- 
uct onto  the  market  took  more  time 
than  we  expected,  and  we  needed 
massive  financial  support." 

The  Olsen  Group  made  the  inven- 
tors wealthy  by  buying — for  a  price 
estimated  in  London  to  be  $25  million 
to  $35  million — the  assets  of  Nims' 
private  company,  Atlanta-based 
Nimslo  Technology  Inc.  This  gave 
50%  owner  Nims  some  $10  million  or 
more,  and  Lo,  who  owned  close  to 
10%,  another  hefty  chunk,  and  it  re- 
warded other  backers  of  the  early 
Hong  Kong  and  Atlanta  days.  Then 
the  Olsen  Group  and  its  associates 
restructured  the  private  company  that 
had  raised  money  from  European  in- 
vestors into  Nimslo  International 
Ltd.  and  floated  $32  million  in  stock 
on  London's  Unlisted  Securities  Mar- 
ket (see  page  86). 


The  public  company — in  which 
Nims  owns  2.3%  of  the  stock  and  the 
Olsen  consortium  72.4% — is  now 
selling  below  its  offering  price  in  Lon- 
don and  at  $3.37  on  the  over-the- 
counter  market  in  the  U.S.  Its  for- 
tunes ride  on  the  market's  reception 
of  the  3-D  camera,  which  carries  a 
price  tag  of  $249.95  into  the  Christ- 
mas gift  season  and  which  Nims 
thinks  will  be  another  Polaroid. 

Will  it?  Camera  dealers,  who  are 
getting  a  20%  margin  on  Nimslo 
3-Ds,  compared  with  an  average  5% 
on  other  35mm  cameras,  are  enthusi- 
astic. "It  is  going  to  sell,  definitely," 
says  Erich  Hirschfeld,  president  of 
New  York's  Willoughby  Peerless 
dealership.  "I  think  this  is  so  good 
that  I'll  tell  you  personally:  I  went  out 
and  bought  stock,"  says  Hirschfeld. 

Timex  is  enthusiastic.  "We  were 
the  manufacturers  for  Polaroid,  and 
our  interest  with  Polaroid  had  an  in- 
fluence on  our  interest  with  Nimslo," 
says  J.B.  Davidson,  a  director  of  Tim- 
ex and  Fred  Olsen  Ltd.  and  Nimslo 
International. 

And  the  French  government  is  en- 
thusiastic. It  has  pledged  financial 
support  for  a  plan  to  convert  a  Timex 
plant  in  Besangon  into,  among  other 
things,  a  new  research  facility  on 
Nimslo  technology. 

But  there  are  skeptics.  Unlike  Wil- 
loughby's  Hirschfeld,  who  has  stocked 
Nimslo  3-Ds  for  only  a  few  weeks,  lerry 
Lcibow  has  been  trying  to  sell  them 
since  March  in  his  Miami  Camera 
Center.  "When  it  first  came  out,  it  was 
like  any  new  toy  or  novelty.  It  was 
hot,"  says  Leibow.  "But  the  Nimslo 
has  a  very  limited  market.  I  have  al- 
ready noticed  a  slump."  Nimslo  3-D 
snapshots,  while  exhibiting  some 
three-dimensional  effects,  appear 
fuzzy  around  the  edges.  Nims  says  the 
technology  will  improve  with  time. 

Another  skeptic  is  Reginald  Du- 
quesnoy,  vice  president-international 
research  at  Merrill  Lynch.  "They'll 
probably  sell  a  couple  hundred  thou- 
sand the  first  year  and  a  couple  hun- 
dred thousand  the  second  year,  and 
then  fade  away,"  says  Duquesnoy, 
noting  that  the  Nimslo  3-D's  $250 
price  is  high  compared  with  other 
35mm  products  or  with  Kodak's  new 
($50  and  up)  disc  camera. 

The  verdict  on  Nimslo  Internation- 
al stock?  A  lot  depends  on  U.S.  con- 
sumers' willingness  to  shell  out  for 
novelty  this  Christmas.  But  on  ferry 
Nims,  with  his  fortune  already  as- 
sured and  ambitious  dreams  of  garner- 
ing 4%  of  the  world's  $19  billion  pho- 
tography market  by  1985?  The  clear 
moral  is:  Go  ahead  and  dream  and  try 
to  make  your  dreams  come  true.  ■ 
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WORKERS  WILL  CALL  IN  SICK  TODAl 


In  fact,  more  than  330  mil- 
lion workdays  are  lost  each 
year  due  to  health-related 
causes. 

It's  enough  to  make  most 
companies  sick. 

Not  only  because  of  the 
billions  of  dollars  it  costs  busi- 
ness every  year  in  medical 
expenses  and  lost  productiv- 
ity but  in  terms  of  employees' 
well-being. 

One  way  or  another, 
business  pays  for  unhealthy 
workers. 

But  there  is  an  alternative. 
Many  forward-thinking  com- 
panies are  finding  that  a  com- 
mitment to  the  "wellness"  of 
their  employees  can  pay  sub- 
stantial dividends. 

The  Metropolitan  Life 
Foundation,  a  nonprofit  in- 

§  1982  Metropolitan  Life  Foundation,  New  York,  N  Y. 


stitution,  has  taken  a  leader- 
ship role  through  its  active  in- 
volvement in  the  promotion  of 
effective  health  and  safety 
programs  at  the  worksite. 

The  Foundation  can  help 
you  plan  and  implement  these 
programs  in  conjunction  with 
community-based  health  or- 
ganizations such  as  local  Y's, 
Red  Cross  chapters,  heart 
associations,  cancer  societies, 
lung  associations,  safety  coun- 
cils and  community  hospitals. 

These  programs  are  de- 
signed to  eliminate  the  causes 
of  most  employee  illness: 
stress,  smoking,  alcoholism 
and  drug  abuse,  hypertension 
and  lack  of  proper  nutrition. 
Other  programs  include  acci- 
dent prevention  and  defen- 
sive driving,  exercise  classes, 


First  Aid  and  CPR  training. 

We  have  seen  such  pro- 
grams help  reduce  health 
care  costs  for  all  kinds  of 
companies. 

But,  most  importantly 
these  programs  can  help 
workers  live  happier, 
healthier,  longer  lives. 

And  that's  one  bottom 
line  worth  working  for. 

For  more  information  on 
how  you  can  put  these  pro- 
grams to  work,  contact  the 
Metropolitan  Life  Foundation, 
Box  F  One  Madison  Avenue, 
New  York,  New  York  10010. 


Metropolitan 

Life  Foundation 


If  you  need  a  part-time  engineer,  call  Walt 
Garrison  at  CDI  Corp.  In  this  recession,  he 
has  lots  of  good  men  eager  to  work. 


Kelly  boys 


By  William  Harris 

EVERYONE  KNOWS  ABOUT  Kelly 
girls,  those  able-bodied  office 
helpers  who  jump  to  the  rescue 
when  your  secretary  comes  down 
with  the  flu.  But  what  do  executives 
do  when  they  need  a  specific  engi- 
neering problem  solved,  yet  find 
themselves  shorthanded?  Why,  hire  a 
temporary  engineer,  of  course. 

Low-margined  and  unglamorous, 
the  business  of  providing  part-time 
technical  skills  is  a  $2  billion  indus- 
try. There  are  over  1,000  players 
(including  Kelly  Girl's  parent,  Kelly 
Services),  but  Philadelphia-based 
CDI  Corp.  is  leader  of  the  pack.  Last 
year  CDI  chalked  up  $252  million  in 
sales  by  lending  a  helping  hand  in 
everything  from  robotics  to  laser  en- 
gineering. That's  twice  as  large  as  its 
closest  competitor,  a  division  of  But- 
ler International. 

Unfortunately,  being  today's  leader 
in  this  service  industry  is  hardly  an 
enviable  position.  Companies  are  scal- 
ing back  new  product  development, 
thanks  to  the  recession,  and  there  is 
little  demand  for  engineers,  temporary 
or  full  time.  Forget  talk  about  the 
scarcity  of  technical  expertise. 

"We  can't  make  the  market,  we  re- 
spond to  it,"  says  CDI  President  Wal- 
ter Garrison.  He  has  watched  help- 
lessly as  his  steadiest  customers — the 
aerospace,  automotive,  electronics 
and  oil  and  gas  industries — have 
trimmed  operations  to  a  minimum.  In 
addition,  by  trying  to  grab  a  share  of 
what  business  remains,  CDI  has  kept 
prices  down,  decimating  its  already 
thin  4%  operating  margin. 

Although  profits  last  year  rose  24%, 
to  $4.8  million,  that  is  well  below 
1980's  record  $5.2  million.  Moreover, 
earnings  plunged  41%  in  the  most 
recent  quarter.  Expect  more  quarterly 


CDI  President  Waller  Garrison 
What  engineer  shortage? 


declines,  Garrison  says.  No  wonder 
CDI  shares,  50%  controlled  by  insid- 
ers, now  command  a  puny  P/E  of  4. 

Still,  the  56-year-old,  silver-haired 
Garrison,  who  has  been  CDI's  presi- 
dent for  the  last  20  years,  has  weath- 
ered other  downturns.  He  remains 
stoic,  even  optimistic.  There  is  new 
defense  work  coming  onstream  as,  for 
example,  the  Navy  starts  retrofitting 
its  aging  fleet.  Already,  defense-relat- 
ed contracts  contribute  about  25%  of 
CDI  sales.  Moreover,  Garrison  pre- 
dicts when  the  upturn  does  occur, 
companies  will  increasingly  rely  on 
part-timers  instead  of  retaining  a  full 
complement  of  expensive  engineers. 
"No  firm  needs  to  have  all  its  engi- 


neering done  by  a  permanent  staff," 
he  states. 

Ironically,  every  time  Garrison 
wins  a  contract,  he  tends  to  draw  from 
the  same  pool  of  thousands  of  free- 
lancers his  competitors  use.  If  Grum- 
man or  Lockheed  hires  part-time  en- 
gineers to  assist  their  people,  they 
want  experienced  hands,  not  fresh- 
faced  graduates  straight  out  of  MIT. 

Garrison,  with  a  master's  degree  in 
aeronautical  engineering  from  the 
University  of  Kansas,  was  a  temp  en- 
gineer himself  back  in  the  early 
1950s.  He  left  his  job  at  Boeing  be- 
cause he  wanted  to  earn  more  money. 
(Part-timers  typically  earn  hourly  fees 
that  are  15%  above  what  they  could 
command  as  employees.)  In  five  years 
he  worked  for  four  different  firms  in 
four  different  cities.  Then  in  1961 
Garrison  and  two  colleagues  bought 
out  their  employer,  Comprehensive 
Designers,  Inc.  and  renamed  it  CDI — 
just  as  the  Vietnam  War  pushed  up 
the  demand  for  engineering  talent. 

Business  has  never  been  as  good. 
Two  recessions  hit  during  the  1970s, 
and  both  times  CDI  lost  money.  Try- 
ing to  soften  the  effect  of  future  eco- 
nomic swings,  Garrison  bought  a 
near-bankrupt  headhunting  outfit  in 
1972  called  Management  Recruiters. 
Although  not  recession-proof,  it  was  a 
good  move.  Garrison  swapped 
147,000  shares  of  CDI  stock  for  the 
business — worth  about  $1.3  million. 

Today  recruiting  contributes  only 
8%  of  CDI's  sales  but  35%  of  its  $11 
million  operating  profit.  There  are  435 
Management  Recruiter  offices  across 
the  U.S.,  most  of  which  are  franchised. 
Other  attempts  at  diversification, 
however,  have  not  been  as  successful. 
CDI  just  divested  a  construction  com- 
pany Garrison  acquired  in  1970,  after  a 
decade  of  erratic  profits. 

Then  there's  the  $7  million  real  es- 
tate investment  in  Atlantic  City — a 
bizarre  foray  Garrison  would  just  as 
soon  forget.  CDI  got  involved  in  a 
partnership  that  bought  three  acres  of 
boardwalk  property,  including  a  16- 
story  hotel,  in  1978.  Casino  fever  was 
raging  then,  and  CDI's  stock  benefit- 
ted briefly.  Unfortunately,  one  part- 
ner backed  out,  the  cost  of  meeting 
the  gaming  commission's  require- 
ments rose,  and  the  deal  fell  through. 
Today,  Garrison  is  planning  to  sell 
out  to  a  condominium  developer. 

As  for  business  as  usual,  Garrison 
has  finally  caught  on  to  what  Kelly 
Girl  has  known  for  years:  Companies 
cut  back  engineering  projects  during  a 
recession,  but  office  workers  still  get 
sick  and  are  replaced  by  temps.  CDI  is 
entering  that  less  skilled  but  more 
secure  end  of  the  business.  ■ 
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There's  only  one  reason  to  invest 
your  money  and  that's  to  make  a  profit. 
Today  thanks  to  the  advantages  of  lever- 
age and  the  change  in  tax  laws,  real  estate 
investments  offer  greater  profit  potential 
than  ever  before. 

And  when  it  comes  to  making  a  real 
estate  investment,  nothing  is  more  valu- 
able than  firsthand  knowledge  of  the 
market.  That's  where  the  CENTURY  21® 
system  comes  in. 

We  participated  in  real  estate  trans- 
actions totaling  almost  $24  billion  last 
year,  so  we  know  the  market.  With  thou- 
sands of  offices  throughout  the  USA  and 


Canada,  we  know  where  the  best  buys  are. 
Ask  your  neighborhood  CENTURY  21  office 
to  help  you  find  the  investment 
property  that's  right  for  you. 

For  more  information,  mail  in  this 
coupon  for  a  free  copy  of  our  brochure, 
"Real  Estate,  the  Better  Investment." 
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Please  send  me  your  free  Investment  Brochure. 
NAME  
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ADDRESS . 


CITY. 


_ STATE . 


_ZIP. 


TELEPHONE  (. 


AMERICA'S  NUMBER  1 
TOP  SELLER.  CENTURY  21. " 


Mail  to:  CENTURY  21®  Investment  Offer 

P.O.  Box  21688,  St.  Louis,  MO  63109 
Offer  good  while  supplies  last. 


ENTURY  21  The  big  name  in  small  real  estate  investments 
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With  profits  taking  a  bath  at  Fieldcrest 
Mills,  even  its  premium  Royal  Velvet  line  of 
towels  has  gotten  soaked. 


"One  rude 
awakening" 


By  Thomas  Jaffe 


Joseph  Ely  II  has  been  chairman 
of  Fieldcrest  Mills,  Inc.  a  scant 
six  weeks,  and  he  has  his  work 
cut  out  for  him:  The  $526  million 
(sales)  textile  manufacturer  is  heading 
for  its  third  straight  down  year.  From 
record  profits  of  $24.8  million  in 
1979,  when  its  return  on  equity 
was  an  industry-leading  19.2%, 
Fieldcrest  in  1982  won't  earn 
much  more  than  $5  million,  a  re- 
turn on  equity  of  around  3%.  Like 
others  in  the  towel,  blanket,  sheet 
and  rug  industry,  of  course,  Field- 
crest has  been  bit  hard  by  the  re- 
cession. But  the  plain  fact  is  that 
earnings  haven't  faltered  over  the 
same  period  at  $1.2  billion  West 
Point-Pepperell,  which  is  in  many 
of  the  same  businesses  as  Field- 
crest. The  same  is  true  of  $917 
million  Springs  Industries,  one  of 
its  leading  competitors  in  sheets. 

So  what  happened  to  Fieldcrest? 
It  simply  dug  its  own  hole  through 
a  series  of  ill-conceived  expan- 
sions. From  1978  to  1981,  for  in- 
stance, it  spent  some  $100  million 
either  increasing  or  modernizing 
capacity  in  blankets  and  towels. 
That's  about  what  the  entire  com- 
pany spent  in  the  preceding  de- 
cade. This,  despite  the  fact  that 
unit  sales  for  each  are  declining 
and  afflicted  with  price  discount- 
ing. Worse,  by  making  a  major  expan- 
sion in  mass-market  towels  and  trig- 
gering a  counterexpansion  in  premi- 
um-priced towels  by  competitors, 
Fieldcrest  jeopardized  its  most  profit- 
able product,  the  Royal  Velvet  towel. 
Meanwhile,  a  joint  venture  to  make 
Royal  Velvet  towels  in  Ireland  got 
priced  out  of  its  targeted  European 
markets,  like  Germany,  by  Irish  infla- 
tion. When  the  plant  closed  this 


spring,  Fieldcrest's  losses  from  the 
project  were  more  than  $8  million. 

As  chief  executive  of  Amoskeag 
Co.,  the  Boston  firm  that  owns  39.5% 
of  Fieldcrest  (as  well  as  owning  candy- 
maker  Fanny  Farmer  and  the  Bangor 
&  Aroostook  Railroad),  Joe  Ely  has 
good  reason  to  be  concerned,  since 
Amoskeag's  earnings  had  been  largely 


Chairman  Joseph  Fly  II  of  Fieldcrest 
"I've  got  no  excuse  either." 

■    sustained  by  Fieldcrest. 

"I  am  not  an  expert  in  textiles  by 
-    any  stretch  of  the  imagination,"  ad- 
mits the  tall,  43-year-old  Ely,  "but  I 
know  we  must  start  doing  things  dif- 
ferently there." 

One  of  Ely's  priorities  is  to  rejuve- 
nate Fieldcrest's  Royal  Velvet  fran- 
chise. Retailing  for  a  premium  $14.50 
per  bath  towel,  Royal  Velvet  leads 
towel  sales  in  top-of-the-line  depart- 


ment stores  like  Los  Angeles'  Bull- 
ock's and  New  York's  Lord  &  Taylor. 
It  is  estimated  that  the  market  share 
of  the  nearest  competitor,  West  Point- 
Pepperell's  Martex  brand,  is,  at  best, 
only  one-third  as  much.  Including  $70 
million  in  private-label  sales  to  Sears, 
Fieldcrest's  $200  million-odd  (sales) 
bath-products  group  usually  generates 
at  least  two-thirds  of  corporate  in- 
come on  roughly  40%  of  revenues. 

But  Fieldcrest  tripped  up  this  pow- 
erhouse by  deciding  to  expand.  The 
company  planned  a  big  drive  with  its 
mass-market  St.  Marys  line.  Priced  at 
only  $8  or  so,  St.  Marys  is  targeted  for 
the  likes  of  Wal-Mart,  a  towel  market 
that  still  showed  some  growth. 

Meanwhile,  competitors  like  Can- 
non Mills,  West  Point-Pepperell  and 
J. P.  Stevens  also  expanded,  aiming 
squarely  at  Royal  Velvet's  bailiwick, 
where  margins  were  fattest.  As  a  re- 
sult, Fieldcrest  found  itself  having  to 
defend  its  flagship  product  line  at  the 
same  time  it  was  launching  St.  Marys 
against  better-established,  medium- 
priced  towel  brands  like  Cannon. 
Then  came  the  recession,  forcing  re- 
tailers to  cut  inventories.  Meanwhile, 
discounting  began. 

"We  have  to  sit  down  and  releam 
exactly  what  the  consumer 
wants,"  sighs  Ely.  "We're  going  to 
reevaluate  every  business  we're  in, 
and  I  can  promise  you  that  when 
we're  done  we'll  be  getting  out  of 
some  of  them." 

Joe  Ely  has  plenty  of  opportuni- 
ties for  pruning,  notably  in  the  lag- 
gard Karastan  rug  and  carpet  divi- 
sion ($110  million  in  sales)  and  the 
$150  million  bedroom  products 
business.  For  instance,  in  1981  a 
Karastan  joint  venture  in  Canada 
cost  Fieldcrest  $1.2  million  in 
losses.  It's  still  bleeding,  and  Ely 
says  he  won't  accept  more  red  ink 
beyond  1983.  He's  bound  to  reas- 
sess the  blanket  business  as  well. 
When  the  energy  crunch  plus  bru- 
tal winters  in  1977  and  1978 
caused  a  surge  in  sales,  Fieldcrest 
modernized  its  Eden,  N.C.  plant,  at 
a  cost  of  over  $40  million.  Trouble 
is,  the  blanket  market  has  gone 
downhill  ever  since.  In  1978  indus- 
try sales  totaled  37.5  million  units; 
last  year  only  29.6  million  units. 

"Nothing  but  upward  motion  was 
ever  expected  around  here,"  says  Ely. 
"When  that  stopped,  let  me  tell  you, 
it  was  one  rude  awakening.  This  com- 
pany became  lethargic.  Me,  too.  I  have 
been  on  the  board  [since  1976).  I've 
got  no  excuse  either.  Well,  that'6  over. 
I  am  not  Houdini,  but  now  that  we 
have  to  start  over,  we're  going  to  turn 
this  thing  around."  ■ 
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Banc  One,  from  slump-ridden  Ohio,  is 
Wall  Street's  favorite — but  not  just  because 
of  its  technological  lead. 


"All  your  eggs11 


By  Eamonn  Fingleton 


John  G.  McCoy,  whose  bus- 
tling showmanship  as  chief  ex- 
ecutive of  Banc  One  Corp.  has 
taken  the  bank's  assets  from  $140 
million  to  $6  billion  in  less  than  25 
years,  once  discovered  that  a  close 
relative,  a  left-leaning  student,  was 
voting  against  his  reelection  as  a 
board  director.  McCoy  got  on  the 
phone  right  away.  "It  shook  him  up  to 
get  a  call  from  me,"  says  McCoy,  wag- 
ging his  index  finger.  "I  told  him  if  he 
did  not  like  the  management  he 
should  sell  the  stock." 

Riffling  through  proxy  votes  may 
not  be  every  CEO's  idea  of  a  pro- 
ductive use  of  his  time,  but  you 
cannot  fault  McCoy's  investor  re- 
lations. While  other  bank  stocks 
are  in  disgrace,  with  P/Es  hovering 
around  4,  Banc  One,  at  a  recent  40, 
commands  a  multiple  of  7.3  times 
expected  1982  earnings,  the  high- 
est P/E  of  any  bank  in  the  country. 
That  is  the  more  remarkable  since 
Columbus-based  Banc  One  con- 
fines its  lending  almost  totally  to 
recession-ravaged  Ohio. 

What  has  fired  Wall  Street's 
imagination  is  McCoy's  pioneering 
in  plastic  card  and  electronic  bank- 
ing technology.  Banc  One  is  the 
third-biggest  Visa  processor  in  the 
country  and  provides  the  banking 
backbone  for  Merrill  Lynch's  spec- 
tacularly successful  Cash  Manage- 
ment Account.  But  the  key  to  Banc 
One's  growth  has  been  a  superbly 
plotted  acquisition  campaign.  And 
in  this,  McCoy  admits,  a  healthy 
stock  price  has  been  invaluable.  It 
has  enabled  him  to  double  his  out- 
standing common  stock  since  1968 
without  diluting  assets  or  earn- 
ings. Over  the  past  14  years  Banc 
One   has   maintained  per-share 


earnings  and  book-value  growth  of  at 
least  1 1  %  a  year. 

It  has  been  a  classic  virtuous  circle. 
"We  have  been  able  to  persuade  the 
best  banks  to  join  us  because  they 
know  they  won't  suffer  dilution  of  our 
stock  in  later  acquisitions,"  he  says. 

Look  at  Banc  One's  plan  to  buy 
Dayton's  Winters  National  Corp. 
(bringing  total  assets  to  $6  billion)  for 
some  $120  million,  20%  more  than 
book.  Pricey?  Not  for  Banc  One, 
which  will  pay  mainly  with  its  own 
stock,  valued  at  30%  above  book. 

Banking  securities  specialist  Ken- 
neth Puglisi  of  Keefe,  Bruyette  & 
Woods  notes  that  most  Ohio  banks 


ikinc  One  CEO  John  G.  McCoy 
"They  should  buy  the  stock  every  year. 


stand  at  50%  of  book.  Says  Puglisi: 
"No  other  bank  in  Ohio,  and  few  oth- 
ers in  the  country,  can  make  acquisi- 
tions under  such  favorable  terms." 

Of  course,  issuing  high-priced  stock 
for  acquisitions  is  a  pied  piper  act  that 
can  quickly  end  in  tears  if  the  acquirer 
stumbles.  But  McCoy  has  kept  up  the 
sweet  music  with  big  earnings  gains 
at  acquired  banks.  He  calculates  that 
the  22  banks  he  had  acquired  up  to  the 
end  of  last  year  sport  a  high  return  of 
1.5%  on  total  assets,  up  from  an  aver- 
age return  of  less  than  1  %  in  the  year 
before  acquisition. 

McCoy  wrings  efficiencies  from 
centralizing  marketing,  paperwork 
(drafting  IRA  forms,  for  instance), 
bond  trading  and  legal  work.  And  a 
small  bank's  ready  cash  needs  may  be 
cut  from  12%  to  9%,  thanks  to  the 
greater  flexibility  of  a  larger  grouping. 

McCoy  often  requires  new  recruits 
to  take  a  big  haircut  on  their  bond 
portfolios.  That  improves  cash  flow 
by  creating  a  tax  loss  and  freeing  mon- 
ey for  other  investments. 

Buoyant  earnings  growth  from  ac- 
quisitions has  allowed  McCoy  to 
bankroll  massive  development  of  fee 
business  such  as  processing  credit 
card  transactions  for  other  banks.  Last 
year  fee  business  rose  to  $15  million, 
from  $5  million  in  1979,  and  it  could 
top  $25  million  this  year.  He  does  not 
break  out  profits  on  this  business — 
probably,  cynics  say,  because  it  is  less 
profitable  than  he  would  like  people 
to  believe.  He  has  to  spend  heavily 
on  "financial  R&D."  Banc  One 
has,  for  instance,  developed  a  new 
automatic  teller  system  for  use  by 
stockbrokers'  cash  management 
accounts.  Yet,  so  far,  he  has  not 
hooked  one  subscriber. 

But  Wall  Street  is  a  believer. 
McCoy's  unabashed  policy  of  ex- 
pecting his  well-paid  team  of  ex- 
ecutives to  buy  the  bank's  stock 
out  of  their  own  pockets  certainly 
doesn't  hurt.  He  proudly  produces 
a  list  of  the  stockholding  positions 
of  his  top  people,  most  of  whom 
have  several  thousand  shares. 

"You  won't  find  anyone  with 
100  shares  on  our  board,"  he  says. 
"They  will  never  know  as  much 
about  any  corporation  as  this  one, 
so  why  buy  General  Motors  stock? 
After  they  have  taken  care  of  their 
wife  and  family,  their  next  respon- 
sibility is  the  bank.  They  should 
buy  stock  every  year.  Period." 

He  adds:  "We  believe  in  putting 
all  your  eggs  in  one  basket,  then 
damn  well  watch  the  basket.  We 
are  all  profit-conscious.  Everybody 
here  turns  out  the  lights  at  night 
and  picks  up  the  rubber  bands."  ■ 
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CHICAGO  CHARE 

Hyatt  has  the  city's 
vitality  with  the  advantages 
of  airport  location. 
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ive  the  lively  downtown 
Reunion  area  at  Hyatt. 
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j  from  tft©  heart  of  downtown 
>  Angeles  at  Broadway  Plaza. 
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Hyatt  Regency  soars 
above  the  fembarcadero  Center 
business  complex 
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Fresh  foods ...  a  special 
Touch  of  Hyatt.  Hyatt  chefs  carefully 
select  only  the  freshest  seasonal 
vegetables  and  fruits  when  prepar- 
ing their  world-renowned  cuisine. 

There  are  many  things  that 
reflect  the  Hyatt  touch.  You  get  a 
special  feeling  from  each  one.  They 
are  examples  of  style  that  other  hotels 
cannot  match.  Hyatt  standards 
ensure  that  you  truly  get  your  money's 
worth. 

Weekend  rates  are  another 
touch  of  Hyatt.  For  reservations  at 
109  Hyatt  Hotels  worldwide,  call 
your  travel  planner.  Or  phone 
8002289000. 

NEW  YORK 

Grand  Hyatt  on 
■         ' '  r   fashionable  Park  Avenue 
^  v     at  Grand  Central '  - 


Not  everyone  was  thrilled  with  the  stock 
markets  explosive  August  rally.  Options 
market  professionals,  for  example,  liked 
the  gloom  and  doom  much  better. 


When  an  edge 
becomes  a  knife 


After  all,  why  bother  with  frenetic 
scalping  when  you  can  always  win 
by  going  short: 

Then  came  August.  "These  guys 
had  a  history  of  being  able  to  sell 
anything  and  get  it  back  as  the  mar- 
ket kept  going  down,"  says  Elliot 
Wolk,  a  Bear,  Stearns  general  partner 
in  charge  of  options.  "They  sold 
much  too  aggressively  into  the  rise, 
and  they  got  caught."  fust  who,  and 
by  how  much,  is  difficult  to  deter- 
mine. One  battered  marketmaker,  for 
example,  claims  to  know  over  a  doz- 
en traders  who  were  forced  to  leave 
the  exchange  because  of  deficit  cap- 
ital positions.  Individual  losses  of 
over  $100,000  were  common. 

Take  31 -year-old  Marc  Levin,  a 
Harvard  M.B.A.  who  has  been  a  mar- 
ketmaker for  18  months  and  uses  an 
HP85  computer  to  make  decisions. 
He  was  bullish  as  the  Dow  rose  from 


By  Jonathan  Greenberg 

In  August,  while  money  manag- 
ers and  brokers  were  ceremo- 
niously toasting  the  most  precipi- 
tous bull  market  in  recent  history, 
downstairs  at  the  Chicago  Board  Op- 
tions Exchange  marketmakers  were 
drowning  their  sorrows  at  the  Sign  of 
the  Trader  bar.  Even  though  the  rally 
brought  a  30%  gain  in  options  vol- 
ume, it  was  a  disaster  for  many  of 
these  professional  traders. 

What  happened  is  this:  Many  of 
the  CBOE's  800  or  so  marketmakers 
are  traditional  "scalpers,"  buying 
and  selling  regularly  during  the  day 
and  closing  out  each  afternoon  with 
virtually  no  exposed  positions.  Dur- 
ing Wall  Street's  long  slump,  how- 
ever, an  increasing  number  of  these 
marketmakers  began  taking  bearish 
positions   by   writing  naked  calls. 


780  to  880,  at  which  point  he  thought 
the  market  had  topped.  He  switched 
gears,  cashed  in  on  the  calls  he  had 
bought  and  began  selling  uncovered 
calls  in  anticipation  of  a  corrective 
fall.  Instead  the  Dow  rose  to  940.  Le- 
vin, like  hundreds  of  other  traders, 
was  forced  to  cover  his  positions  at 
higher  prices.  "Most  marketmakers 
got  creamed,"  he  says.  "Everybody's 
nervous  now  and  playing  with  deplet- 
ed capital." 

Even  some  traders  who  thought 
they  were  conservative  got  caught. 
"We  play  a  positioning  game  that  is 
neutrally  hedged,"  explains  Robert 
Cruikshank,  a  partner  in  one  of  the 
largest  CBOE  marketmaker  firms, 
pointing  to  a  ream  of  computer  work 
sheets.  The  only  problem:  The  mar- 
ket moved  too  fast  for  his  system  to 
keep  up.  "A  19%  rise  in  three  weeks," 
says  Cruikshank,  still  amazed.  "Guys 
all  around  me  were  getting  hurt  big." 
He  figures  it  may  take  him  six 
months  of  profitable  trading  to  offset 
his  August  losses. 

Exchange  officials,  of  course,  put  a 
bright  side  on  the  carnage.  After  all, 
major  moves  are  what  attract  specula- 
tors into  options.  "Marketmakers  al- 
ways suffer  losses  in  precipitous  mo- 
ments," says  CBOE  Chairman  Walter 
Auch.  "That's  part  of  their  job."  Still, 
some  traders — hardworking  scalpers 
and  old  hands  who  remember  the 
Dow's  five-day,  6%  rise  in  April 
1978 — did  well  even  in  August.  "Ev- 
erybody in  this  business  is  playing  for 
an  edge,"  concludes  Richard  Solo- 
mon, an  enthusiastic  26-year-old  mar- 
ketmaker. "When  there's  a  move  of 
this  magnitude,  that  edge  becomes  a 
knife."  ■ 


Trailers  on  the  roitgh-and-tumble  floor  of  the  Chicago  Hoard  Options  Excloartge 
"Most  marketmakers  got  creamed." 
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General  Signal  used  to  be  virtually  imper- 
vious to  the  economy's  slings  and  arrows. 
No  more.  Nat  Owens  answer:  high  tech. 


A  matter 
of  gravity 


By  Barbara  Rudolph 


In  the  20  years  Nat  Owen  has 
been  its  chairman,  General  Signal 
has  made  its  name  as  a  well-man- 
aged capital-goods  company  remark- 
ably impervious  even  to  major  eco- 
nomic downturns.  Only  once  in  the 
Owen  era  has  General  Signal  had  a 
down  year — in  1970,  and  then  only 
because  the  Pcnn  Central  bankruptcy 
forced  General  Signal  to  write  off  a 
million-dollar  receivable. 

Now  that  impressive  record  has 
been  broken.  Genera)  Signal — which 
last  year  earned  $117  million  on 
sales  of  $1.7  billion — unexpectedly 
announced  last  month  that  profits 
would  be  down  for  the  third  quarter 
and,  almost  certainly,  for  the  full 
year  as  well.  Analysts  are  now  pre- 
dicting that  this  year's  earnings  will 
be  around  $4.15  a  share,  compared 
with  last  year's  $4.23.  Some  of  them 
are  grumbling  because  they  were 
caught  by  surprise — the 
stock  dropped  from  40  to 
36  on  the  day  the  an- 
nouncement was  made 
(recent  price,  371A).  "The 
company  has  never  been 
misleading,  but  I  do 
think  it  was  leading  peo- 
ple on  a  little  too  enthu- 
siastically earlier  this 
year,"  says  one  institu- 
tional holder. 

What  went  wrong? 
Owen's  predicament  is 
simple  enough:  the  stub- 
born and  widespread 
slump  in  capital  spend- 
ing. Always  before,  Gen- 
eral Signal's  part  of  this 
market — instrumentation 
and  control  systems — 
held  up  because  its  prod- 
uct lines  were  so  diverse. 


But  this  time,  the  recession  is  simply 
too  long  and  widespread.  The  indus- 
trial and  municipal  water  market, 
served  by  General  Signal's  fluid  con- 
trols group,  is  especially  soft.  The  rail- 
car  market,  for  which  GS  makes 
brakes,  is  "absolutely  blotto,"  Owen 
says;  freight  car  deliveries  this  year 
should  hit  around  19,000,  just  21%  of 
the  level  reached  in  1979,  when  the 
market  peaked.  Despite  that  bleak 
forecast,  Owen  will  plow  $20  million 
into  modernizing  equipment  in  the 
railcar  group  over  the  next  few  years. 

For  all  that,  General  Signal  is  hurt- 
ing less  than  other  capital-goods  man- 
ufacturers. For  example,  Cooper  In- 
dustries should  report  an  earnings  de- 
cline of  33%  this  year,  according  to 
L.F.  Rothschild's  Leonard  Wilson. 
What's  more,  General  Signal's  bal- 
ance sheet  is  exceptionally  clean: 
Long-term  debt  is  just  9%  of  capital. 
As  a  result,  Owen  can  afford  to  pursue 
a  principal  goal:  moving  General  Sig- 


Goicral  Signal's  Nat  Owen 

"If  the  risks  are  bigger,  so  are  the  rewards." 


nal  further  into  high  technology.  The 
company  sells  some  $120  million 
worth  of  semiconductor  production 
equipment  annually — it's  the  market 
leader  in  such  prosaic  lines  as  wafer- 
growing  furnaces — and  another  $50 
million  in  telecommunications 
equipment. 

"I  want  to  move  the  center  of  grav- 
ity of  this  company,"  Owen  says  as  he 
glances  around  his  Stamford,  Conn, 
office — which  is  decorated,  in  fact,  in 
high-tech  recessed  lighting,  glass  and 
chrome.  "I  think  the  excitement  and 
growth  over  the  rest  of  this  century 
are  going  to  be  in  high  technology." 

These  declamations  are  taken  with 
a  grain  of  salt  by  some  on  Wall  Street. 
"We've  heard  about  this  restructuring 
of  the  company  for  around  two  years," 
says  Manufacturers  Hanover's  Joseph 
Corrado.  The  capital  investment 
needed  for  further  product  develop- 
ment in  the  technology  field  is  enor- 
mous, and  even  Owen  admits  that 
you  can  easily  "come  out  with  some- 
thing just  to  be  outdated  in  a  month." 
Nevertheless,  he  adds,  "If  the  risks  are 
bigger,  so  are  the  rewards." 

Is  he  looking  to  divest  the  company 
of  any  of  its  more  than  40  profit  cen- 
ters- Not  surprisingly,  Owen  won't 
tip  his  hand — he  started  out  in  the 
venture  capital  business,  after  all,  and 
he  has  built  the  company  on  20  years 
of  smart  acquisitions.  But  others  sug- 
gest a  few  possibilities  for  divestiture: 
The  consumer  appliance  group, 
which  makes  Rcgina  vacuum  clean- 
ers, has  always  been  an  odd  member 
of  the  General  Signal  group.  Another 
possible  candidate  is  Cincinnati  Time 
Recorder,  maker  of  parking  meters 
and  time  clocks. 

Owen  doesn't  have  forever  to  ac- 
complish his  long-term  plans.  He 
looks  ten  years  younger, 
but  he  is  now  63.  Owen 
offers  no  date  for  stepping 
down,  though  President 
David  Kimball,  55,  is 
seen  as  a  likely  succes- 
sor. Kimball,  who  came 
to  General  Signal  when 
his  company,  Leeds  & 
Northrup,  was  acquired 
in  1978,  is  a  capable 
manager  of  operations 
but  an  unknown  quantity 
as  a  strategist.  Will  he 
keep  General  Signal  grow- 
ing through  acquisitions? 
"I  do  hope  the  company 
will  keep  reaching  out  the 
way  I  have,"  Owen  says. 
But  if  he  wants  to  make 
sure,  Owen  may  have  to 
change  that  center  of  grav- 
ity himself.  ■ 
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tiow  Morgan 
make  money  in  today's 


Succeeding  in  world  financial  markets  may  be  even  tougher  tomor- 
row than  it  is  today.  The  choices  are  multiplying.  The  risks  are 
rising.  The  rules — and  rates — keep  changing.  Now,  more  than  ever, 
corporate  treasurers  need  up-to-the-minute  money-market  infor- 
mation, sound  advice,  timely  execution.  And  ideas. 


Any  bank  can  lend  you  money  at 
a  rate.  At  The  Morgan  Bank  we 
try  to  add  value.  How?  By  com- 
ing up  with  innovative  solutions 
to  short-  or  long-term  financing 
needs.  By  understanding  and 
anticipating  developments  in  the 
world's  money  and  capital  mar- 
kets. By  helping  you  act  in  time. 

Here's  why  treasurers  of  major 
multinationals  increasingly  turn 
to  Morgan  to  achieve  corporate 
funding  and  investing  goals. 

Morgan  gives  you  experience. 
No  bank  knows  more  about  the 
interrelated  elements  that  affect 
financial  markets — interest  rate 
differentials,  currency  fluctua- 
tions, capital  flows,  central  bank 
strategies.  Around  the  world, 
around  the  clock,  Morgan  people 
exchange  vital  information  and 
ideas.  They  learn  what's  going 
on,  and  so  will  you. 

You'll  get  a  global  perspective 
-  from  the  country-by-country 
analyses  of  our  international 
economists  to  interest  rate  and 
currency  judgments  by  our  for- 
eign exchange  specialists. 

Morgan  concentrates.  We 
specialize  in  serving  corporate, 


institutional,  and  government 
clients.  And  we've  centralized 
all  our  money-market  activities 
in  our  Treasurer's  Division. 
Whether  located  in  New  York  or 
in  other  world  financial  centers, 
our  traders,  analysts,  and  portfo- 


In  Morgan's  Tokyo  foreign  exchange  department. 
Kemp  Mitchell  and  Hisashi  Okada 

lio  managers  are  close  to  their 
markets  and  in  constant  commu- 
nication with  each  other.  And 
their  expertise  is  readily  available 
to  all  our  banking  officers. 

This  unified  approach  gives 
The  Morgan  Bank  and  its  clients 
more  speed,  more  contact,  more 


knowledge  than  ever  before. 
Morgan's  needs  parallel  yours 

Our  treasurer  needs  to  raise 
funds  and  invest  for  our  bank 
just  as  you  do  for  your  company 
Since  our  interests  are  alike,  we| 
use  the  same  skills,  data,  and 
advanced  technology  to  help  yoij 
that  we  use  to  manage  our  own 
portfolio  and  worldwide  positions 

Morgan  is  fast.  You'll  be 
impressed  by  how  quickly  we 
respond  to  your  requests  and 
make  major  commitments. 
That's  because  we  know  the 
sources  and  users  of  funds,  how 
to  gain  access  to  them,  and  the 
best  choices  to  meet  your  corpo- 
rate needs.  And  we're  not  bound 
by  red  tape.  Morgan  officers  havi 
the  authority  to  make  decisions 
on  their  own,  on  the  spot. 

Morgan  is  a  market-maker. 
We  make  markets  in  U.S.  gov- 
ernment and  agency  securities, 
money-market  instruments, 
municipals,  gold  bullion,  Euro- 
bonds, foreign  currencies. 

The  markets  we  make  are 
large  enough  so  that  even  our 
biggest  clients  can  deal  within 
them— and  know  that  our  spreadi 
will  be  among  the  most  competi- 
tive in  the  industry. 

Morgan  helps  you  manage 
liquidity.  When  you  have  sur- 
plus funds  to  invest  we  give  youj 
a  choice  of  investment  options 


helps  treasurers 
tough  money  markets 


Four  of  the  Morgan  officers  who  solved  a  client's  long-term  financing  problem  with  a  foreign  currency  borrowing  privately 
placed  and  hedged  into  U.S.  dollars.  From  left,  Jonathan  Seem,  head  of  the  bank's  Far  West  Department;  Maureen  Hendricks,  Inter- 
nationa] Financial  Management;  Robert  Engel,  Executive  Vice  President  and  Treasurer;  Bruno  Eberli,  Foreign  Exchange  Trading. 


hat  cover  the  full  spectrum  of 
i  oney-market  instruments. 
'Tien  you  need  money  we  pro- 
Ide  competitive  short-term 
redit  for  working  capital  and 
iher  purposes,  in  dollars  and 
cal  currencies. 
Morgan  is  good  for  the  long 
rm.  Among  the  growing  num- 
fer  of  longer-term  financing 
otions  we  offer  are  loans  for 
<ed  assets  and  for  project  devel- 
:)ment.  Morgan  also  arranges 
ivate  placements  in  various 
irrencies  with  U.S.  and  foreign 
vestors.  Through  our  London 


subsidiary  Morgan  Guaranty 
Ltd,  we're  one  of  the  fastest 
giowing  underwriters  of  fixed- 
rate,  floating-rate,  and  converti- 
ble securities  in  the  Eurobond 
market. 

Morgan  gives  you  money- 
saving  ideas.  Because  The 
Morgan  Bank  makes  major  com- 
mitments as  principal  in  both 
capital  and  foreign  exchange 
markets,  we  can  often  help 
reduce  the  cost  of  your  dollar  and 
foreign  currency  financings.  We 
can  also  show  you  how  to  reduce 
the  effective  costs  of  vour  total 


financing  through  efficient  tax 
planning.  We'll  develop  new 
ways  to  protect  you  against  for- 
eign exchange  exposures.  And 
we'll  alert  you  to  hedging  and 
arbitrage  opportunities. 

Morgan  is  ready  to  help  you. 
Talk  to  the  Morgan  officer  who 
serves  you,  or  write  directly  to 
Robert  G.  Engel,  Executive 
Vice  President  and  Treasurer, 
Morgan  Guaranty  Trust  Company, 
23  Wall  Street,  New  York, 
New  York  10015.  Member  fdic 

The  Morgan  Bank 


The  Up  &  Comers 


Little  Data  Switch  has  found  itself  a  niche 
in  data  processing  that  Wall  Street  seems  to 
think  will  last  forever. 


The  catbird 
seat 


By  Stephen  Kindel 


Richard  Greene  of  Data  Switch 

"It  is  important  to  give  some  hand.hold.ing.  Technology  is  secondary.' 


It  was  back  in  1974,  while  I  was 
handling  one  of  IBM's  largest  ac- 
counts," says  Richard  Greene  of 
Data  Switch.  "I  noticed  this  unobtru- 
sive box  right  in  the  middle  of  the 
computer  room.  It  said  'IBM  2914'  on 
the  label.  Well,  if  you  know  IBM,  you 
know  that  any  product  with  a  2900 
series  designation  is  a  nonstandard 
product.  It  is  RPQ — which  means  're- 
quest for  price.'  That's  the  code  IBM 
uses  for  something  that's  made  in 
ones  or  twos.  I  made  some  inquiries 
inside  the  company,  and  I  found  out 
that  IBM  had  installed  over  6,000  of 
these  so-called  nonstandard  devices. 
That's  when  I  knew  that  the  compu- 
ter/peripheral switch  was  the  product 
for  me." 

An  esoteric  but  still  vital  piece  of 
equipment,  the  computer/peripheral 
switch  allows  users  of  large  computer 
systems  of  the  type  found  in  insur- 
ance companies,  airlines  and  major 
corporations  to  shift  memory  and  ter- 
minal capability  rapidly  from  one 
mainframe  to  another.  In  a  sense,  it 
operates  as  the  central  nervous  sys- 
tem for  the  entire  operation  and  keeps 
everything  on  line  all  the  time.  As  a 
result,  customers  are  willing  to  pay  a 
premium  for  reliability  in  computer/ 
peripheral  switches,  and  that  makes 
the  equipment  a  safe  haven  in  an  era 
of  constantly  falling  computer  prices, 
as  Greene  well  knew. 

Anxious  to  have  his  own  company 
but  lacking  the  engineering  expertise 
to  attract  the  capital  needed  to  go  into 
competition  with  IBM,  Greene  sought 
an  ally.  He  knew  that  little  $4  million 
(sales)  T-Bar  made  switching  devices 
for  data  communications,  a  product 
related  to  computer/peripheral  switch 
gear.  Pretty  soon  salesman  Greene 
had  his  own  division  at  T-Bar  and 
enough  engineering  backup  and  cap- 
ital to  field  a  computer/peripheral 
switch  that  was  faster  and  had  more 
capacity  than  IBM's. 

But  in  Greene's  opinion,  having  a 
better  mousetrap  was  comparatively 
unimportant  relative  to  service.  "One 
thing  I  learned  early  about  this  mar- 
ket," he  says,  "is  that  it  is  most  im- 
portant to  give  the  data  processing 
manager  some  handholding.  Technol- 
ogy is  secondary."  So  Greene  spent 
heavily  to  achieve  a  competent  and 
adequately  sized  service  effort. 

Spending  paid  off  almost  overnight. 
His  3915/3916  computer/peripheral 
switch  doubled  T-Bar's  sales  to  S9.4 
million  in  iust  three  years  and  put 
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The  Up  &  Comers 

new  life  into  T-Bar's  formerly  stag- 
nant bottom  line.  Last  year  the  com- 
pany chalked  up  sales  of  $30  million 
and  returned  a  handsome  17.7%  on 
equity  on  $6.78  million  debt.  This 
year,  reports  T-Bar  Chairman  and 
CEO  Henry  Morgan,  sales  should  be 
up  some,  while  profitability  will 
hinge  on  how  rapidly  customers  take 
delivery  of  newly  ordered  systems. 

But  Greene  still  wanted  his  own 
company.  So  in  1977,  just  as  T-Bar 
was  really  starting  to  take  off,  Greene 
quit  and  took  a  second  mortgage  (un- 
der $100,000|  on  his  house  for  startup 
capital.  Then  he  began  doing  consult- 
ing work  for  large  data  processing  op- 
erators, calling  his  business  Data 
Switch.  All  the  time  that  Greene  was 
advising  data  processing  managers  on 
how  best  to  improve  the  efficiencies 
of  their  system,  he  was  preselling  an 
undeveloped  computer/peripheral 
switch  of  his  own.  He  kept  hammer- 
ing home  the  idea  that  the  switch  was 
inevitably  one  of  the  customer's  great 
system  weak  spots  because  IBM 
wanted  it  to  be.  "The  second  thing 
you  learn  at  IBM  after  Mr.  Watson's 
name  is  account  control,"  says 
Greene  somewhat  smugly.  "Having  a 
switching  system  of  any  kind  implies 
a  loss  of  control."  Translation: 
Computer/peripheral  switching  sys- 
tems allow  a  DP  manager  to  deploy 
his  assets  more  efficiently,  and  there- 
fore to  resist  the  blandishments  of 
hardware  salesmen  to  buy  more 
equipment.  They  also  increase  sys- 
tem reliability,  so  that  less  hardware 
is  needed  to  do  any  given  job.  So  IBM's 
switch  was  the  bare  minimum  re- 
quired to  enable  the  system  to  func- 
tion. That  way  IBM  could  sell  more 
mainframes. 

As  Greene's  message  began  to  take 
hold  in  the  big  data  processing  cen- 
ters, two  things  happened:  T-Bar's 
sales  took  off  like  a  shot,  since  it  had 
the  only  better  mousetrap  in  the  field, 
and  Greene's  name  got  known  in  the 
right  venture  capital  circles.  In  1981 
he  was  able  to  raise  $1  million  from 
five  private  investors — enough  to  de- 
velop the  System  1000,  a  computer/ 
peripheral  switch  that  represents  a 
significant  technical  advance  over  the 
older  T-Bar  equipment.  Simply  de- 
signed and  employing  semiconductor 
technology  instead  of  the  electrome- 
chanical relays  used  in  T-Bar  equip- 
ment, it  switches  more  rapidly  and 
provides  far  more  switching  cross 
points  or  connections  than  either  T- 
Bar's  or  IBM's  offering.  Greene's  Data 
Switch  did  $7.4  million  worth  of  sales 


in  its  first  year  as  a  manufacturer  and 
netted  almost  $1  million,  a  handsome 
91%  return  on  equity,  with  scarcely 
any  debt.  Flush  with  success,  Greene 
went  public  in  April,  pulling  in  $11 
million  in  new  equity,  a  little,  more 
than  a  third  of  which  went  to  pay  off 
his  original  backers. 

With  $16  million  in  sales  expected 
this  year  and  proiected  earnings  of 
$2.3  million,  Greene  seems  to  have 
found  a  niche.  It  looks  better  still, 
says  Greene,  44,  when  you  consider 
the  potential  market.  "If  everyone 
went  out  and  replaced  their  switches 
tomorrow,"  he  estimates,  "the  mar- 
ket would  be  $500  million  now  and  SI 
billion  by  1985."  Those  kinds  of  num- 
bers have  given  Data  Switch  a  P/E  of 
34  in  a  stock  market  generally  suspi- 
cious of  high-technology  companies 
and  have  rated  a  "buy"  recommenda- 
tion from  Value  Line's  OTC  Special 
Situations  Service.  Is  Richard  Greene 


"The  second  thing  you  learn 
at  IBM,  after  Mr.  Watson's 
name,  is  account  control. 
Having  a  switching  system 
implies  a  loss  of  control." 
The  computer! peripheral 
switching  systems  allow  a 
DP  manager  to  deploy  as- 
sets better  and  resist  the 
hardware  salesmen. 


happier  than  when  he  worked  at  IBM: 
He  ought  to  be:  He  owns  40%  of  the 
outstanding  stock. 

On  the  other  hand,  as  Greene  ought 
to  know  well,  his  market  is  particu- 
larly vulnerable  to  technological 
change.  Companies  with  a  high  de- 
gree of  chip  expertise,  such  as  Can- 
ada's $250  million  Mitel  or  $380  mil- 
lion Rolm,  are  making  inroads  into 
the  digital  telecommunications 
switching  market  and  are  likely  to 
become  Data  Switch's  competitors 
soon.  Looming  over  the  horizon  is 
optical  fiber,  which  can  carry  thou- 
sands of  times  the  switching  load  of 
conventional  wire  circuits.  "They 
just  have  to  be  worried  that  their  cus- 
tomers will  run  off  to  optical  fibers," 
says  Ken  Bosomworth  of  Internation- 
al Resource  Development  Inc. 

And  then  there's  IBM.  In  1980  the 
company  announced  a  new  switch  of 
its  own,  the  system  3814.  Although  it 
is  not  as  fast  as  Data  Switch's  product, 
it  already  accounts  for  65%  of  total 
new  installations  and,  with  product 
improvements,  may  be  expected  to 
claim  a  still  larger  share. 

Take  a  closer  look  and  Data 
Switch's  growth  prospects  appear  to 


be  even  less  exciting.  Data  Switch 
currently  generates  90%  of  its  rev- 
enue from  the  System  1000  and  66% 
of  its  business  from  a  few  large  cus- 
tomers. It  spends  about  6%  of  sales  on 
research  and  development,  which  is 
an  unusually  low  amount  for  a  high- 
technology  company.  By  way  of  reply, 
Greene  claims  that  Data  Switch  is  a 
marketing  company:  "A  lot  of  our 
R&D  is  hidden  in  our  sales  develop- 
ment. When  our  salesmen  go  out  to 
the  DP  sites  and  handhold,  they're 
also  doing  systems  consulting  and 
helping  the  managers  configure  up 
systems  that  most  efficiently  use  our 
switches." 

Greene  stoutly  denies  that  Data 
Switch  is  simply  running  out  the 
string  on  the  System  1000.  He  points 
to  the  recent  introduction  of  a  new 
product  called  XY-MAX,  which  does 
for  the  data  communications  function 
what  the  System  1000  does  for  com- 
puter/peripheral switching.  But  in 
breaking  into  digital  communica- 
tions— sending  computerized  data 
over  telephone  lines— Data  Switch 
comes  up  against  still  more  competi- 
tors, many  with  larger  resources,  such 
as  Atlantic  Research  Corp.  and  ADC. 
Such  companies  have  large  customer 
bases  that  are  held  as  much  by  long- 
term  relationships  as  by  technical  su- 
periority— in  short,  exactly  the  same 
kind  of  personalized  handholding  that 
Greene  provides. 

There  is  also  T-Bar  to  consider.  Its 
new  Virtual  Switch  Matrix — which  is 
price-competitive  with  the  XY- 
MAX — has  already  won  large  orders 
from  CCG/Bell  Canada  and  should 
account  for  30%  to  40%  of  T-Bar's 
business  by  1985.  Computer/peri- 
pheral switches  make  up  50%  to  60% 
of  T-Bar's  business. 

When  Data  Switch  went  public  in 
April,  the  company's  prospectus  dis- 
closed the  bare  bones  of  Data  Switch's 
potential  competitive  position.  It  also 
clearly  states  Greene's  claim  that 
anyone  who  buys  Data  Switch — cur- 
rently selling  near  30 — knows  what 
he's  getting:  the  "marketing  skills 
and  responsiveness  of  management  to 
customer  needs."  Good  salesman- 
ship, in  other  words. 

The  classic  problem  that  up-and- 
coming  companies  run  into  is  that 
management  easily  becomes  addicted 
to  the  apparent  safety  of  its  market  in 
the  often  misguided  illusion  that  the 
good  times  will  last  forever.  Often 
they  don't.  At  the  moment  the  mar- 
ket is  paying  through  the  nose  for 
Richard  Greene's  marketing  ability. 
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>me  with  us  in  1983  ...  to  remote  rain  forests  and 
Ddern  cities  ...  to  African  plains  teeming  with 
ldlife  . . .  back  through  time  to  ancient  Constantinople 
.  on  the  wings  of  science  to  the  limits  of  the  known 
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You'll  follow  the  route  of  Hernan  Cortes  through 
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There  are  at  least  two  important  reasons  why  five-year-old  Leroy  Dixon 
is  alive  today,  and  posing  so  handsomely  for  this  Anacomp  ad. 

First,  because  his  parents  acted  decisively  after  they  discovered  Leroy 
had  swallowed  a  highly  toxic  rat  killer.  They  called  the  Rocky  Mountain 

Poison  Center  in  Denver. 
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Anacomp,  had  learned  to  shave 
precious  seconds  off  life-threatening 
crisis  situations. 
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microprinting,  Anacomp  is  one  of  the  largest  computer  service  companies 
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man,  26.  "It  should  be  exciting." 

The  company  Dorman  plans  to 
bring  public  in  two  to  three  years  is 
Dorman  Bogdonoff,  an  Andover, 
Mass.  firm  that  makes  the  display 
panels  of  electronic  machines  and 
games.  Dorman  Bogdonoff  was  born 
seven  years  ago  when  Dorman  con- 
vinced his  parents  to  let  him  take  a 
year  off  following  graduation  from 
prep  school.  "The  plan  was  I  would  go 
to  college,  maybe  obtain  an  M.B.A. 
and  work  for  a  while.  Then  I  would 
start  an  electronics  company.  The 
only  problem  was,  I  hated  school." 

What  Dorman  learned  at  Phillips 
Academy  in  Andover  was  that  he 
loved  silk-screening.  He  spotted  an 
opportunity  to  combine  his  silk- 
screen  experience  with  electronics  to 
make  the  membrane  keyboard  dis- 
plays of  everything  from  calculators 
to  computers.  The  company  uses  silk- 
screen  techniques  to  produce  the  pat- 
terns for  the  surface  laminate.  Dor- 
man then  makes  and  assembles  the 
touch-sensitive  circuitry  that  relay 
commands  to  the  microcomputer. 

"During  the  year  off  Peter  [Bogdo- 
noff, a  friend  since  junior  high  who 
left  the  company  four  years  ago  to 


'pursue  other  interests')  and  I  ran  a 
silk-screening  company  out  of  my 
parents'  basement.  We  printed  any- 
thing we  could  find,  posters,  T-shirts. 
About  six  months  later  we  got  con- 
tacted by  a  local  electronics  company 
that  wanted  to  have  some  graphic 
panels  done.  We  did  that,  and  were 
successful.  I  decided  that  we  should 
raise  somcmoney  and  try  to  make  the 
move  to  industrial  applications." 

Raising  $300,000  in  cash  and  loan 
guarantees  from  their  families  and 
friends,  Dorman  and  Bogdonoff  set  up 
at  Andover's  Shetland  Industrial  Park 
in  a  1920s  vintage  red  brick  factory 
that  looks  like  the  set  for  a  movie 
about  sweatshops.  Visitors  take  a 
freight  elevator  to  reach  company 
headquarters  on  the  sixth  floor.  From 
these  dank  beginnings  has  grown  a 
company  that  should  do  $5  million  in 
sales  this  year,  Dorman  says. 

Dorman  Bogdonoff  began  by  doing 
piecework  for  Chomerics,  Rogers  and 
AMP,  companies  that  became  its  com- 
petitors. Its  big  break  came  when  it 
convinced  the  Gould  branch  situated 
in  a  neighboring  building  to  let  it  de- 
sign a  panel  to  specifications  that  no 
one  else  could  meet.  From  there  the 
company  won  contracts  from  GTE  and 
Magnavox  and  was  on  its  way. 

Although  sales  have  almost  doubled 


Terry  Dorman.  president  of  Dorman  Bogdonoff 

"I  never  put  a  priority  on  owning  everything  myself. 


every  year  since  its  founding — they 
were  $2.5  million  last  year — Dorman 
is  selling  off  pieces  of  his  company. 
Initial  loans  were  followed  by  venture 
capital  financing,  which  will  take  up 
to  50%  of  the  company.  And,  there 
may  be  another  round  of  venture  cap- 
ital financing — which  will  take  about 
a  10%  equity  interest— before  the  pro- 
jected offering  in  1985.  Doesn't  Dor- 
man want  to  keep  control? 

"We  could  have  bootstrapped  the 
second  round  of  financing  [a  loan  from 
Walter  E.  Heller,  the  Chicago-based 
financial  services  company]  to  an- 
other round  of  bank  financing  and 
kept  100%  of  the  company,"  he  re- 
plies. "But  we  saw  the  market  as  very 
fast  growing,  and  we  thought  it  was  a 
lot  more  meaningful  to  have  a  smaller 
piece  of  a  company  that  was  going  to 
grow  quickly  than  to  own  100%  of 
something  that  was  going  to  plod 
along  at  a  much  slower  rate.  I  have 
never  put  a  priority  on  owning  every- 
thing myself.  If  I  had  started  the  com- 
pany later,  say  toward  the  end  of  my 
working  career,  then  I  probably  would 
want  to  own  everything  myself.  But 
this  way,  if  we  go  public  and  lose 
control,  or  we  don't  like  it,  we  can 
always  start  something  else.  I  want  to 
be  a  success  at  Dorman  Bogdonoff  for 
the  investors  and  the  shareholders. 
But  this  company  is  not  my  last  state- 
ment. I  think  I  could  start  another  one 
tomorrow." — Paul  B.  Brown 


Reach  out 
and  tell  someone 

A few  months  ago,  Forbes  (July  5) 
noted  with  some  amusement 
k  that  AT&T's  PhoneCenter 
Stores  were  about  the  only  business 
operations  in  the  U.S.  you  couldn't 
reach  by  telephone. 

Ma  Bell  said  it  was  concerned  about 
slowing  down  PhoneCenter  salesper- 
sons with  phone-answering  duties 
and  a  bit  confused  as  to  which  directo- 
ry classification  PhoneCenter  Stores 
should  be  listed  under.  "It's  not  like  a 
grocery  store  or  retail  store  or  lingerie 
shop,  you  know,"  one  AT&T  district 
manager  of  advertising  said. 

Well,  now  we  are  pleased  to  report 
that  AT&T  has  had  a  change  of  heart. 
The  front  section  of  the  1982-83  Man- 
hattan white  pages  distributed  last 
month  not  only  lists  specific  Phone- 
Center store  hours — old  phone  books 
simply  read  "generally  open  between  9 
a.m.  and  5  p.m.  and  some  Saturdays" — 
but  also  lists  a  telephone  number  for 
each  store.  Upon  calling  the  number, 
the  customer  hears  a  recording  that 
gives  changes  in  store  hours  for  upcom- 
mg  holidays,  offers  additional  numbers 
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Unauthorized 

Computer  Access  Insurance. 

Keeps  you  secure 

because  your  computer  isn't. 


Today,  unauthorized  computer  access  is  a 
serious  problem.  News  stories  every  day  con- 
firm it:  electronic  bankrobbers,  computer 
data  thieves,  industrial  spies,  even  youthful 
pranksters,  can  gain  access  to  ultra- 
confidential  computer  programs  and  data 
banks.  And  this  electronic  intrusion  can  be 
extremely  costly— consider  the  financial  con- 
sequences if  your  computer  system  is  shut 
down,  money  and  securities  are  transferred 
illegally,  records  are  destroyed,  or  confi- 
dential information  is  released. 

All  it  takes  is  a  compatible  terminal  and  a 
telephone.  And  financial  institutions  are 
prime  targets  for  malicious  or  criminal  intru- 
sion via  telephone  lines,  satellite  transmis- 
sions or  microwave  interception,  among 
others.  That's  why,  in  addition  to  your  Blanket 
Bond,  EFTS  protection,  EDP  Errors  & 
Omissions,  and  EDP  Property  insurance,  you 
should  also  have  insurance  protection  against 
"electronic  interlopers." 

And  Shand,  Morahan  has  the  solution:  a 
policy  designed  as  a  natural  complement  to 
your  existing  coverages  to  protect  against  the 
financial  consequences  of  unauthorized  com- 
puter access.  This  new  policy  provides  both 
first  party  protection  and  third  party  liability, 
and  can  be  custom-tailored  to  your  specific 
needs.  It  protects  you  not  only  against  fraud- 
ulent or  criminal  access  to  the  computer  sys- 
tem, but  against  mischievous  or  accidental 
access  as  well. 

Although  the  coverage  is  complex,  Shand, 
Morahan  has  taken  a  sensible  approach  to 
underwriting  it.  A  completed  application  is 
all  that  is  needed  to  obtain  a  premium  indica- 
tion, and  in  most  cases,  no  EDP  security 
audit  is  required. 

For  complete  information  on  this  essential 
new  coverage,  ask  your  insurance  agent  or 
broker  to  contact  Shand,  Morahan. 

Shand,  Morahan 
&  Company,  Inc. 

One  American  Plaza,  Evanston  IL  60201 
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panels  of  electronic  machines  and 
games.  Dorman  Bogdonoff  was  born 
seven  years  ago  when  Dorman  con- 
vinced his  parents  to  let  him  take  a 
year  off  following  graduation  from 
prep  school.  "The  plan  was  I  would  go 
to  college,  maybe  obtain  an  M.B.A. 
and  work  for  a  while.  Then  I  would 
start  an  electronics  company.  The 
only  problem  was,  I  hated  school." 

What  Dorman  learned  at  Phillips 
Academy  in  Andover  was  that  he 
loved  silk-screening.  He  spotted  an 
opportunity  to  combine  his  silk- 
screen  experience  with  electronics  to 
make  the  membrane  keyboard  dis- 
plays of  everything  from  calculators 
to  computers.  The  company  uses  silk- 
screen  techniques  to  produce  the  pat- 
terns for  the  surface  laminate.  Dor- 
man then  makes  and  assembles  the 
touch-sensitive  circuitry  that  relay 
commands  to  the  microcomputer. 

"During  the  year  off  Peter  [Bogdo- 
noff, a  friend  since  junior  high  who 
left  the  company  four  years  ago  to 


'pursue  other  interests']  and  I  ran  a 
silk-screening  company  out  of  my 
parents'  basement.  We  printed  any- 
thing we  could  find,  posters,  T-shirts. 
About  six  months  later  we  got  con- 
tacted by  a  local  electronics  company 
that  wanted  to  have  some  graphic 
panels  done.  We  did  that,  and  were 
successful.  I  decided  that  we  should 
raise  some  money  and  try  to  make  the 
move  to  industrial  applications." 

Raising  $300,000  in  cash  and  loan 
guarantees  from  their  families  and 
friends,  Dorman  and  Bogdonoff  set  up 
at  Andover's  Shetland  Industrial  Park 
in  a  1920s  vintage  red  brick  factory 
that  looks  like  the  set  for  a  movie 
about  sweatshops.  Visitors  take  a 
freight  elevator  to  reach  company 
headquarters  on  the  sixth  floor.  From 
these  dank  beginnings  has  grown  a 
company  that  should  do  $5  million  in 
sales  this  year,  Dorman  says. 

Dorman  Bogdonoff  began  by  doing 
piecework  for  Chomencs,  Rogers  and 
AMP,  companies  that  became  its  com- 
petitors. Its  big  break  came  when  it 
convinced  the  Gould  branch  situated 
in  a  neighboring  building  to  let  it  de- 
sign a  panel  to  specifications  that  no 
one  else  could  meet.  From  there  the 
company  won  contracts  from  GTE  and 
Magnavox  and  was  on  its  way. 

Although  sales  have  almost  doubled 


Terry  Dorman,  president  of  Dorman  Bogdonoff 

"I  never  put  a  priority  on  owning  everything  myself.' 


every  year  since  its  founding — they 
were  $2.5  million  last  year — Dorman 
is  selling  off  pieces  of  his  company. 
Initial  loans  were  followed  by  venture 
capital  financing,  which  will  take  up 
to  50%  of  the  company.  And,  there 
may  be  another  round  of  venture  cap- 
ital financing — which  will  take  about 
a  10%  equity  interest — before  the  pro- 
jected offering  in  1985.  Doesn't  Dor- 
man want  to  keep  control? 

"We  could  have  bootstrapped  the 
second  round  of  financing  (a  loan  from 
Walter  E.  Heller,  the  Chicago-based 
financial  services  company]  to  an- 
other round  of  bank  financing  and 
kept  100%  of  the  company,"  he  re- 
plies. "But  we  saw  the  market  as  very 
fast  growing,  and  we  thought  it  was  a 
lot  more  meaningful  to  have  a  smaller 
piece  of  a  company  that  was  going  to 
grow  quickly  than  to  own  100%  of 
something  that  was  going  to  plod 
along  at  a  much  slower  rate.  I  have 
never  put  a  priority  on  owning  every- 
thing myself.  If  I  had  started  the  com- 
pany later,  say  toward  the  end  of  my 
working  career,  then  I  probably  would 
want  to  own  everything  myself.  But 
this  way,  if  we  go  public  and  lose 
control,  or  we  don't  like  it,  we  can 
always  start  something  else.  I  want  to 
be  a  success  at  Dorman  Bogdonoff  for 
the  investors  and  the  shareholders. 
But  this  company  is  not  my  last  state- 
ment. I  think  I  could  start  another  one 
tomorrow." — Paul  B.  Brown 


Reach  out 
and  tell  someone 

A few  months  ago,  Forbes  (July  5) 
noted  with  some  amusement 
k  that  AT&T's  PhoneCenter 
Stores  were  about  the  only  business 
operations  in  the  U.S.  you  couldn't 
reach  by  telephone. 

Ma  Bell  said  it  was  concerned  about 
slowing  down  PhoneCenter  salesper- 
sons with  phone-answering  duties 
and  a  bit  confused  as  to  which  directo- 
ry classification  PhoneCenter  Stores 
should  be  listed  under.  "It's  not  like  a 
grocery  store  or  retail  store  or  lingerie 
shop,  you  know,"  one  AT&T  district 
manager  of  advertising  said. 

Well,  now  we  are  pleased  to  report 
that  AT&T  has  had  a  change  of  heart. 
The  front  section  of  the  1982-83  Man- 
hattan white  pages  distributed  last 
month  not  only  lists  specific  Phone- 
Center store  hours — old  phone  books 
simply  read  "generally  open  between  9 
a.m.  and  5  p.m.  and  some  Saturdays" — 
but  also  lists  a  telephone  number  for 
each  store.  Upon  calling  the  number, 
the  customer  hears  a  recording  that 
gives  changes  in  store  hours  for  upcom- 
mgholidays,  offers  additional  numbers 


138 


FORBES,  OCTOBER  25,  1982 


Unauthorized 

Computer  Access  Insurance. 

Keeps  you  secure 
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your  existing  coverages  to  protect  against  the 
financial  consequences  of  unauthorized  com- 
puter access.  This  new  policy  provides  both 
first  party  protection  and  third  party  liability, 
and  can  be  custom-tailored  to  your  specific 
needs.  It  protects  you  not  only  against  fraud- 
ulent or  criminal  access  to  the  computer  sys- 
tem, but  against  mischievous  or  accidental 
access  as  well. 

Although  the  coverage  is  complex,  Shand, 
Morahan  has  taken  a  sensible  approach  to 
underwriting  it.  A  completed  application  is 
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Shand,  Morahan 
&  Company,  Inc. 

One  American  Plaza,  Evanston  IL  60201 


The  Up  &  Comers 

to  call  tor  questions  on  billing,  installa- 
tion and  repairs,  and  even  gives  a  num- 
ber to  call  to  actually  reach  the  Phone- 
Center  Store. 

What  prompted  the  change?  Media 
relations  supervisor  Chuck  Wright 
says  the  switch  has  been  in  the  works 
since  last  year  and  all  directories 
should  have  the  listings  by  year-end. 
"It's  nothing  really  new,"  Wright  add- 
ed. "It's  just  something  that  I  guess  no 
one  thought  of." 

Whatever  the  reason,  now  that 
AT&T  is  at  work  sharpening  its  com- 
petitive edge,  maybe  someone  should 
tell  the  folks  there  about  the  yellow 
pages:  The  PhoneCenter  Stores  aren't 
listed. — Laura  Rohmann 


A  little  help 
from  my  friends 

When  foe  Miller  left  his  job  as 
director  of  management  in- 
formation systems  at  Kaman 
Aerospace  Corp.  to  become  controller 
of  the  aerospace  group  of  $80  million 
(sales)  Aeronca  Inc.  in  1974,  it  looked 
like  a  good  move. 

After  watching  Beechcraft,  Cessna 
and  Piper  take  away  its  lead  in  the 
general  aviation  market  through  bet- 
ter marketing  and  superior  distribu- 
tion, Aeronca  had  shifted  gears  in  the 
early  Fifties  to  become  a  supplier  of 
airplane  parts.  Then  in  1969  it  got 
what  looked  like  a  lucky  break  and 
landed  a  contract  to  be  a  major  supplier 
to  Lockheed's  ambitious  L-1011  Tri- 
star  project.  If  the  Tristar  took  off,  so 
would  little  Aeronca  in  Pineville,  N.C. 
But  the  plane  never  caught  on,  and  by 
1976  Aeronca  was  in  a  shambles. 

To  tool  up  for  its  participation  in 
the  Lockheed  program,  Aeronca  bor- 
rowed so  heavily  that  in  1976  its  debt 
was  42  times  its  equity.  Things  were 
so  tense  that  the  company's  auditors 
qualified  every  one  of  its  annual  re- 
ports between  1969  and  1978.  As  of 
last  year,  Aeronca  had  piled  up  $16.5 
million  in  losses  on  the  Lockheed  pro- 
gram alone. 

As  the  company  lurched  from  crisis 
to  crisis,  its  top  executives  gradually 
abandoned  ship,  and  Miller  kept  mov- 
ing up.  In  1979  he  became  president — 
of  a  near-bankrupt  company. 

What  to  do?  Miller's  first  move  was 
purely  defensive.  He  managed  to  talk 
Aeronca's  worried  bankers  into  ac- 
cepting $6  million  in  stock  for  the 
company's  debt.  While  that  increased 
the  total  number  of  shares  outstand- 
ing by  60%,  it  gained  Miller  some 
breathing  room. 


Then  Miller  started  calling  his 
friends.  He  talked  to  a  former  col- 
league from  Kaman  with  whom  he 
had  worked  for  three  years  starting  up 
a  computer  time-sharing  service  and 
developing  programs  for  minicom- 
puters. Miller  hired  him  to  do  the 
same  for  Aeronca.  Today  Aeronca  has 
four  small  business  programs  for  per- 
sonal computers  on  the  market  after 
one  year's  work.  The  packages  are  de- 
signed to  do  financial  and  inventory 
analysis  and  sell  at  wholesale  for 
$135.  Aeronca's  cost:  $35  after  R&D 
expenses,  which  already  have  been 


Of  course,  the  major  question  is 
what  to  do  with  Aeronca's  troubled 
aerospace  unit,  which  still  accounts 
for  70%  of  sales.  While  Miller  isn't 
predicting  an  upturn  for  another  year, 
he  is  seeking  a  bigger  slice  of  the  de- 
fense business,  wbere  he  can  shift  the 
risk  of  underwriting  development 
costs  to  the  government.  Recently  he 
landed  a  $  1 .5  million  contract  to  build 
engine  shrouds  for  Rockwell's  B-l 
that  could  bring  in  more  than  $10 
million  in  new  business.  Another 
good  sign:  For  the  first  time  since 
1969,  the  company  won't  have  any 


Aeronca  CEO  Joe  Miller 

What  do  you  do  when  you're  put  in  charge  of  a  near-bankrupt  company? 


paid  for.  Miller  expects  sales  of  $3 
million  in  Execuware  next  year  and 
$6.5  million  in  1984. 

Last  year,  after  Miller  became  CEO, 
he  got  a  call  from  a  neighbor  and 
friend  who  told  him  that  Ford  was 
seeking  to  dispose  of  a  fledgling  unit 
that  produced  a  laser  system  to  in- 
spect and  sort  silicon  wafers  at  high 
speeds.  Ford  wanted  out  because  the 
subsidiary  did  not  fit  into  its  long- 
range  plans.  Miller  had  had  his  eye  on 
the  business  for  some  time  and  quick- 
ly put  down  $1.5  million  for  it.  He 
hired  his  neighbor  to  continue  run- 
ning it.  Miller  expects  the  business, 
already  profitable  in  its  first  quarter 
this  year,  to  account  for  a  third  of 
total  profits  and  sales  in  five  years. 


further  losses  on  the  Lockheed  pro- 
gram. Instead,  it  can  start  taking  ad- 
vantage of  $12  million  worth  of  tax- 
loss  carryforwards  to  offset  future  tax- 
able income.  Those  tax  benefits 
helped  to  boost  the  company's  net  by 
$564,000,  to  $1.2  million  in  the  first 
half  from  a  small  loss  a  year  earlier. 

Miller  and  his  friends  aren't  out  of 
the  woods  yet,  obviously.  The  com- 
puter software  market  is  becoming  as 
crowded  as  the  skies  over  O'Hare  In- 
ternational, the  laser  inspection  field 
is  highly  competitive  and  there  is  no 
guarantee  that  Miller  can  win  defense 
contracts.  Still,  he  seems  to  be  flying 
the  only  sensible  course  he  can — 
thanks  to  a  little  help  from  his 
friends.— John  A.  Byrne 
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The  "Riviera  collection. 


If  you're  an  admirer  of  the  fine 
rt  of  car  building  and  design, 
iere  are  three  exceptional  works 
»y  Buick  that  you'll  want  to 
onsider. 

The  luxurious  Riviera.  The 
lerformance-tuned  Riviera  Ttype. 
^nd  the  new  and  very  limited 
■dition  Riviera  Convertible. 

Can't  quite  see  buying  Riviera 


purely  out  of  appreciation  for  the 
art?  Then  consider  the  incredible 
list  of  equipment  you'll  be 
acquiring.  Even  in  standard  form, 
Riviera  ranks  as  one  of  the  world's 
most  completely  outfitted  cars. 

The  Rivieras.  If  you  can't  decide 
which  one  would  be  best  to  start 
your  collection  with,  buy  all  three. 

After  all,  why  break  up  the  set? 


Official  Car  of  the  XXff/rd  Olympiad 
Los  Angeles  1984 


OS® 


CK 


Wouldn't  you  really  rather  have  a  'Buick? 


Bell's  adding 
new  dimensions  to 
Dimension. 

Bell  keeps  the  benefits  coming.  You  start  with  a  highly  flexible  system  for  as  few  as 
elephones,  as  many  as  25,000.  Step  by  step,  as  needs  require,  you  add  the  specialized  software 
ztions  Bell  now  makes  available  to  those  with  new  or  existing  Dimension*  PBXs. 

Add  Data  Switching  and  you  integrate  voice 
data  communications,  transmitting  data  at  rates  up  to  9.6 
bits  per  second  without  costly  adapters  (modems). 

Add  the  Message  Center  and  calls  get  answered 
professionally,  messages  get  delivered 
promptly,  itineraries  and  directories  are 
kept  up  to  date,  productivity  rises. 

Add  Energy  Management 
as  an  adjunct  system  that  can  cut  your 
building's  energy  consumption  up  to 
20%  or  more.  Then,  as  improved 
productivity  and  cost  effectiveness  | 

expand  your  business,  add  the        Now  one  sYstem  for  both  voice  and  data- 
v  Distributed  Communications  System  to  spread  the  benefits  of 

advanced  communications  to  multiple  locations— while 
F  retaining  centralized  control. 
;  £  With  Dimension  PBX  you  have  today's  best-selling 

'  communications  system.  You  have  a  way  to  make  functional  advances 
without  the  expense  and  disruption  of  new  installations. 
And  as  Bell  introduces  its  next  generation  of  systems,  you 
can  carry  over  many  of  these  benefits  without  changing  operations 
or  retraining  your  people. 

Learn  how  Bell's  new  advancements  can  keep  the  benefits 
coming  for  your  business.  Call  your  Bell  System  Account  Executive, 
or  for  further  information,  call  toll-free  _  -.^^  _  .  _  r\r\r\r\ 
Ask  for  Operator  20.  OUU  o40"OOUU. 


3*. 


itor  a  variety  of  equipment 
variety  of  businesses. 


The  knowledge  business 


4> 


ComputerLand  198 


Productivity  sold  here. 


Create  time  to  be  more  creative.  Zip 
through  the  repetitive  at  electronic 
speed.  Explore  infinite  variables.  Put 
information  for  decision  making  at  your 
fingertips.  Organize.  Analyze.  Plan.  Pre- 
dict. Manage  more  efficiently  more 
profitably  more  productively. 

Personal  computers  that  can  help 
you  are  here.  Now.  And  millions  of  man- 
agers and  professionals  just  like  you  are 
using  them  to  increase 
their  own  personal 
productivity. 


ComputerLand 


You  don't  have  to  be  an  expert  to  take 
advantage  of  this  incredible  manage- 
ment tool.  At  ComputerLand,  you'll  find 
a  whole  staff  of  experts  to  show  you  the 
way.  You'll  also  find  the  widest  selection 
of  affordable,  easy-to-use  personal  com- 
puters available  anywhere.  Plus  all  the 
support,  software,  and  service  you  need 
to  make  the  most  of  them. 

If  you're  a  manager  in  the  market  for 
greater  productivity 
go  shopping  today  at 
ComputerLand. 


We  know  small  computers. 
Let  us  introduce  you. 


Over  300  stores  worldwide.  For  locations  call  800-227-1617x118  (in  California  800-772-3545x118. 
in  Hawaii  or  Canada  call  415-930-0777  collect). 


At  perennially  hot  Humana,  David  Jones 
und  Wendell  Cherry  don 't  claim  to  make 
all  decisions  right.  Just  six  out  of  seven. 


Batting  .857 


By  John  R.  Dor f man 


WWW  endell  Cherry  looks  out  his 
huge  window  at  the  Ohio 
WW  River,  flowing  gently  past 
Louisville,  Ky.  and  the  offices  of  Hu- 
mana, Inc.,  the  nation's  second-larg- 
est, and  most  profitable,  hospital 
management  chain.  He  half  smiles  as 
he  ticks  off  the  seven  major  deci- 
sions that  have  brought  Humana, 
at  a  rapid  pace,  from  an  $86  million 
(sales)  company  ten  years  ago  to  a 
$1.5  billion  company  today:  1) 
starting  the  business,  21  years  ago, 
with  a  chain  of  nursing  bomes;  2) 
going  public  in  1968;  3)  diversify- 
ing into  mobile  homes;  4)  getting 
out  of  mobile  homes;  5)  getting  out 
of  nursing  homes;  6)  concentrating 
on  hospitals;  and  7)  acquiring 
American  Medicorp  in  1978.  That 
acquisition  was  particularly  bold 
since  American  Medicorp  was,  at 
the  time,  the  nation's  second-larg- 
est hospital  management  chain, 
while  Humana  was  number  three. 

In  retrospect,  says  Cherry — who 
is  Humana's  president  and,  with 
Chairman  David  Jones,  its  co- 
founder — only  one  of  those  seven 
decisions  was  wrong:  the  move 
into  mobile  homes.  "One  bad  deci- 
sion out  of  seven,"  muses  Cherry, 
"that's  a  hell  of  a  batting  average." 

Any  batter  would  love  to  hit 
.857.  And  any  company  would  love  to 
have  an  earnings  growth  rate  of  39%  a 
year  (over  the  last  five  years),  a  return 
on  equity  of  33%  (in  1981)  and  profit 
margins  at  the  top  of  its  industry  (see 
table, p.  146).  In  the  1982  Forbes  Annu- 
al Report  on  American  Industry,  Hu- 
mana ranked  34th  among  1,023  com- 
panies in  earnings  growth  and  85th  in 
return  on  equity.  The  stock  has  gone 
up  33-fold  since  1974,  splitting  5 
times,  and,  at  a  recent  price  of  33, 


commanded  a  P/E  of  16. 

Not  many  firms,  though,  would 
dare  use  the  leverage  Humana  does. 
Debt  was  recently  67%  of  total  cap- 
ital, and  several  times  it  has  edged 
above  70% — even  higher  if  you  count 
preferred  stock.  "If  you  look  at  it  hon- 
estly, our  debt  was  nearly  90%  of  cap- 
ital after  we  acquired  American  Medi- 


Humanas  David  Jones  and  Wendell  Cherry 
You  won't  see  them  in  Massachusetts. 

corp,"  says  one  company  official. 

David  Jones  contends  such  debt 
loads  are  not  dangerous  for  a  hospital 
chain.  About  45%  of  a  hospital's  rev- 
enues come  from  the  government,  he 
points  out,  mainly  through  Medicare 
and  Medicaid,  and  on  a  cost-reim- 
bursement basis.  Thus,  Humana  can 
factor  100%  of  its  debt-service  costs 
into  its  formulas. 

That  cost  is  substantial:  Humana 
paid  out  about  $92  million  in  interest 


on  its  debt  last  year.  Figure  long-term 
debt  at  $733  million,  and  that  works 
out  to  an  effective  average  interest 
rate  of  around  12.5%. 

All  that  debt,  of  course,  really  hypes 
return  on  equity,  which  has  averaged 
26%  for  the  past  five  years.  If  you  look 
at  return  on  total  capital  over  the 
same  period,  it's  10.4%,  which  is  no 
better  than  most  companies  do,  and 
below  par  for  a  health  care  company. 
But  leverage  alone  can't  explain  Hu- 
mana's explosive  growth  and  superior 
profit  margins.  None  of  the  other  big 
hospital  management  chains,  after 
all,  has  been  a  shrinking  violet  when 
it  comes  to  borrowing  money.  Hu- 
mana has  been  doing  several  other 
things  differently. 

For  one  thing,  while  many  chains, 
such  as  Hospital  Corp.  of  America, 
have  gobbled  up  hospitals  voraciously 
over  the  last  few  years,  Jones  and 
Cherry  have,  since  1975,  sold  30  hos- 
pitals whose  profitability  wasn't  up  to 
snuff.  The  number  of  hospitals  Hu- 
mana owns  has  thus  grown  slowly  to 
the  current  total  of  90.  In  addition, 
most  other  hospital  management 
chains  do  what  the  name  implies: 
They  manage  hospitals,  whether 
they  own  them  or  not.  Humana 
wants  to  manage  only  what  it 
owns.  That  way  it  has  full  author- 
ity to  cut  whatever  costs  and  put  in 
whatever  productivity  measures  it 
chooses. 

Those  measures — and  Humana's 
standards — are  sometimes  tough. 
An  emergency  room  patient  is  to 
be  greeted  by  a  nurse  within  60 
seconds.  A  technician  is  to  notify  a 
supervisor  if  he  or  she  misses  a 
vein  twice.  The  average  bill  is  fully 
paid  in  40  days,  vs.  62  days  for  the 
industry  as  a  whole.  Humana 
makes  an  estimate  and  insists  on  a 
concrete  payment  plan  before  a  pa- 
tient is  discharged.  "Do  you  know 
any  grocery  store,"  asks  one  com- 
pany official,  "where  people  give 
away  $2,000  or  $3,000  of  food 
without  insisting  on  a  payment 
plan?" 

Humana  practices  a  high  degree 
of  centralization.  When  digital  ra- 
_  diography  equipment  came  along, 
Humana  bought  a  single  unit  and  gave 
it  to  Vanderbilt  University  for  testing. 
Once  satisfied,  the  company  bought 
40  units.  Almost  all  patient  billing  is 
done  from  the  Louisville  headquar- 
ters, though  Humana  hospitals  are 
spread  through  23  states.  Dealings 
with  several  large  insurers  are  done 
through  computers  at  headquarters. 

Humana  has  had  a  distinct  Sunbelt 
flavor  in  the  past.  Of  the  90  hospitals 
it  owns,  16  are  in  Florida,  11  in  Cali- 


FORBES,  OCTOBER  25,  1982 


145 


How  the  big  hospital  chains  compare 


Revenues 

Earnings 

Earnings 

Revenue 

Debt  as  % 

Chain 

(million) 

(million) 

Margin 

growth' 

growth' 

of  capital 

Hospital  Corp  of  America 

$2,064 

Sill" 

5.4% 

24% 

29% 

65% 

Humana 

1,343 

93 

6.9 

39 

41 

,  67 

Natl  Medical  Enterprises 

1,167 

75 

6.4  * 

27 

43 

52 

American  Medical  Intl 

914 

51 

5.6 

25 

24 

44 

"Five  year  averages,  rounded  to  nearest  percent 


forma  and  11  in  Texas.  Jones  says 
future  growth  may  eome  in  all  parts  of 
the  U.S.,  with  the  exception  of  half  a 
dozen  states  where  he  says  hospitals 
are  overregulated:  Massachusetts, 
New  York,  Connecticut,  Rhode  Is- 
land, New  Jersey  and  Maryland. 


Jones  won't  predict  a  repeat  of  the 
past  five  years'  spectacular  perfor- 
mance: It's  hard  to  imagine  earnings 
rising  at  39%  a  year  forever.  But  he 
projects  revenues  to  rise  to  about  $5.3 
billion  by  1987  and  aftertax  profit 
margins  to  remain  at  least  at  the  cur- 


rent level  of  6.9%.  So  Jones  is  aiming 
at  a  minimum  of  26%  earnings 
growth  (although  he  won't  say  whatji 
his  exact  goal  is). 

At  this  point,  Jones,  51,  and  Cherry, 
47,  whose  stock  is  worth  $66  million 
and  $28  million,  respectively,  could 
sit  back  and  relax.  Jones,  a  higb  school 
boxer  and  basketball  player,  enjoys 
tennis;  Cherry  is  a  serious  art  collectoi 
whose  multimillion-dollar  holdings 
include  a  $5.3  million  Picasso.  Butj 
they  show  few  signs  of  slowing  down. 
Cherry  says  the  company  is  now  in  3 
period  of  evolutionary,  not  revolution- 
ary, change.  Still,  that  eighth  decision 
might  be  just  around  the  corner.  ■ 


With  profit  margins  shrinking,  many 
small-  town  bankers  are  prepared  to  sell 
out.  That  bodes  well  for  interstate  branch- 
ing— and  for  smart  stock  pickers,  too. 

Profits  you  can 
bank  on? 


By  Ben  Weber-mam 

T|wo  years  ago,  I  thought  Con- 
gress would  have  permitted  in- 
terstate banking  by  now,"  says 
John  Medlin  Jr.,  president,  Wachovia 
Bank  &  Trust  Co.  "Today,  I  believe  it 
is  still  two  years  away.  The  difference 
is  that  I  have  more  confidence  in  my 
expectations  today  because  a  political 
constituency  for  interstate  banking 
has  developed  among  owners  of 
smaller  banks  who  want  to  sell  out." 

Medlin  has  his  finger  on  a  trend 
with  profound  implications,  both  for 
bankers  and  investors.  The  owners  of 
the  nation's  small-town  banks  are  a 
potent  political  force,  and  when  they 
wanted  to  keep  the  city  boys  out  of 
their  backyards,  Congress  listened. 
These  days,  however,  life  is  tough, 
even  for  a  country  banker.  Being  away 
from  the  major  money  centers  was 
profitable  because  deposits  were  non- 
lnterest-beanng  and  loans  could  be 
priced  well  above  the  prime.  Now, 
with  money  market  funds  and  inter- 
state credit  cards,  competition  is  rug- 
ged everywhere.  Profit  margins  are 
shrinking  and  a  growing  number  of 


independent  bankers  see  the  virtues 
of  wider  branching  laws.  After  all, 
that  means  more  potential  buyers  for 
their  own  institutions. 

On  Wall  Street,  of  course,  they  see 
all  this,  and  some  of  the  smartest 
bank  stock  experts  are  already  one 
step  ahead.  Some  money  managers 
are  trying  to  organize  funds  to  invest 
in  takeover  candidates  with  a  view  to 
buying  stock — for  later  resale  in  a 
broader  market.  In  addition,  a  few  big 
banks  like  Marine  Midland  and 
Chemical  Bank  are  effectively  setting 
up  their  own  funds.  They  arrange 
stock  purchases  in  other  banks  within 
the  5%  limitations  imposed  by  feder- 
al law.  But  they  also  invest  or  lend 
funds  that  can  be  converted  to  larger 
voting  positions  in  the  event  the  rules 
change  (see  box  p.  148). 

These  days,  in  fact,  investment  ana- 
lysts who  are  avoiding  the  major  mon- 
ey center  banks  because  of  large  do- 
mestic and  international  credit  expo- 
sures welcome  the  idea  of  smaller 
banks  that  may  be  bought  out  at  a  fat 
premium.  "The  way  to  go,"  says  Rich- 
ard Fredericks  of  Montgomery  Securi- 
ties, "is  to  buy  into  a  fund  that  has 


picked  up  a  variety  of  bargain-priced 
smaller  banks.  Anyone  who  tries  t0 
select  a  single  bank  or  two  in  hopes  ol 
picking  the  particular  bank  to  be  ac- 
quired is  accepting  too  much  risk. 
The  odds  don't  justify  the  risk." 

Warren  Marcus,  a  private  investoi 
who  was  formerly  the  Salomon  Broth- 
ers partner  in  charge  of  bank  stock! 
research,  agrees.  He  and  Fredericks,  in 
fact,  are  trying  to  raise  $50  million  ta 
$100  million  in  partnerships  or  mutu- 
al funds  for  a  shotgun  approach.  "H 
you  go  below  the  50  biggest  banks, 
preferably  below  the  100  largest,  you 
can  build  a  portfolio  with  reasonably 
good  return  even  without  the  bonus  ol 
tender  offers  at  a  premium." 

The  logic  runs  like  this:  At  today's 
prices  Fredericks  and  Marcus  think 
they  can  construct  a  portfolio  with  a 
yield  of  8%,  a  price  of  about  5  times 
earnings  and  an  overall  discount  from 
book  value  of  30%  to  40%. 

"It  is  not  too  hard  to  get  an  8% 
dividend  return  that  grows  each  year, 
producing  an  8%  to  10%  stock  price 
advance,"  says  Marcus.  "With  the  ad- 
vent of  interstate  banking  it  is  not 
unreasonable  to  expect  that  one-third 
of  these  holdings  would  be  acquired  at 
prices  far  above  original  cost." 

Other  people  agree — and  want  to 
structure  portfolios  on  similar  lines. 
"Once  you  get  away  from  the  large, 
well-known  banks  there  are  many  un- 
dervalued situations,"  says  Arthui 
Stainman  of  First  Manhattan  Co.,  one 
of  the  country's  leading  bank  stock 
analysts  and  a  portfolio  manager  foi 
institutional  clients. 

No  stock  expert,  of  course,  recom- 
mends creating  what  amounts  to  s 
country-bank  stock  index  fund.  "1 
would  steer  clear  of  Houston,  for  ex- 
ample," says  Stainman.  "Houston 
banks  have  energy  credit  problems." 
Detroit  banks,  others  point  out,  are 
hard  put  to  maintain  position  in  theii 
shrinking  economy. 

Like  most  analysts,  Stainman  pre- 
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"I  don't  like  to  tell  clients 
their  insurance  has  been  cancelled 
through  no  fault  of  their  own." 


Robert  Denny,  CPCU 
Independent  Insurance  Agent 
Edward  E  Cook  Agency,  Inc. 
East  Hampton,  New  York 


'When  an  insurance  company  good  relationships.  My  solution  to 
simply  decides  it  doesn't  want  to  this  problem  is  to  choose  insurance 
insure  certain  types  of  risks  companies  with  a  good  record  of 
anymore,  it's  more  than  an  long-term  stability  in  the  market- 
embarrassment  to  the  independent  place.  CNA  is  one  insurance 
agent.  It  wastes  our  clients'  time  company  that  has  shown  us  this 
and  money  and  jeopardizes  our  kind  of  commitment." 

J  INSURANCE  FROM 

Judge  us  by  the  agents  who  represent  us 


CNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685 


fers  the  Southeast.  Bank  of  Virginia, 
selling  at  19  with  a  book  value  of  $27, 
is  a  favorite.  The  market  price  is  close 
to  a  30%  discount  from  book  value 
and  about  5  times  his  projected  earn- 
ings of  $3.65  this  year. 

Stainman  also  likes  the  First  Com- 
merce Bank  of  New  Orleans.  "It  is  one 
of  the  few,  perhaps  the  only,  bank 
with  an  unrealized  gain  in  its  portfo- 
lio," he  explains.  "The  bond  portfolio 
has  an  average  life  of  six  or  seven 
years  and  a  l5Vi%  yield."  Contrast 
that  with  the  11.5%  return  on  seven- 
year  Treasury  notes  today  and  you  get 
a  sense  of  the  earnings  potential.  "Be- 
yond that,  there  isn't  a  bad  loan  in  the 
house  and  about  the  highest  loan-loss 
reserve  in  the  country.  Earnings  for 
this  year  will  be  about  $3.85  a  share. 
We're  talking  about  a  stock  with  a 
price  of  20  that  is  5  times  earnings  and 
a  book  value  itself  which  is  cheap  in 


terms  of  real  valuation  of  assets." 

Everything  in  the  Sunbelt  doesn't 
glitter  Joseph  Berry,  senior  vice  presi- 
dent of  Keefe,  Bruyette  &  Woods, 
notes  that  banks  in  Florida  have 
moved  to  a  price  premium  over  book 
value  as  mergers  heat  up.  Barnett,  for 
example,  sells  at  120%  of  book  and 
Exchange.  Bancorporation  is  at  160%, 
while  First  Florida  is  at  book. 

Because  he  feels  many  Florida  bank 
stocks  have  been  bid  up,  Berry  prefers 
Arizona  banks  in  general.  Arizona 
Bank,  he  thinks,  could  attract  offers 
from  large  banks  in  California  or  Tex- 
as. Texas  Commerce  owns  5%  of  Ari- 
zona Bank  already,  and  it  may  seek 
larger  representation.  First  National 
Bancorporation  of  Denver,  on  the  oth- 
er hand,  is  trading  at  22%  with  a  book 
value  of  35.  Two  bank  holding  compa- 
nies, one  in  Texas  and  the  other  in 
Utah,  have  7%  of  its  stock,  and  man- 


The  5%  solution 


agement  is  being  shifted  This  is  the 
type  of  situation  that  appeals  to  Berry. 

Then  there's  Horizon  Bancorp,  of  a 
New  Jersey.  It  trades  at  only  4.5  times  | 
earnings  of  $3.50  a  share  and  is  at  68%  I 
of  book  value.  There  are  branches  as  | 
far  north  as  Princeton  and  others  in 
Cherry  Hill.  Berry  likes  that  because 
serving  both  the  New  York  and  Phila- 
delphia regions  means  Horizon  could 
draw  from  either  city. 

Shopping  lists  like  this,  of  course, 
can  be  lengthy.  With  14,000  banks  to 
choose  from,  there's  lots  of  room  to 
maneuver.  But  remember,  many  of 
the  smallest  institutions  are  thinly 
traded,  which  means  buying  and  sell- 
ing their  shares  can  be  difficult.  Some 
final  advice  from  the  professionals: 
Don't  buy  any  bank  stock  solely  in 
anticipation  of  the  change  that  will 
follow  nationwide  branching.  And  be 
willing  to  wait.  ■ 


The  fact  that  takeover-hungry 
investors  see  the  potential  of 
owning  stock  in  small  banks  is  no 
surprise  to  many  big-city  bankers. 
Quietly,  some  are  building  their 
own  portfolios.  Under  present  law 
a  bank  can  own  up  to  5%  of  the 
common  stock  of  a  bank  in  an- 
other state.  Several  acquisition- 
prone  institutions  have  augment- 
ed their  positions  with  nonvoting 
stock — usually  preferred  issues 
that  can  be  converted  when  regu- 
lators allow  broader  out-of-state 
ownership. 

Money-center  giants  like  Chase 
Manhattan,  Chemical  and  Marine 
Midland  are  in  the  forefront  of  this 
move,  but  smaller  institutions  like 
Provident  National  Corp.  of  Phila- 
delphia   and    Texas  Commerce 
Bancshares  of  Houston  are  also  in- 
volved. In  January,  for  example, 
Chase  bought  into  Equimark  Corp. 
Chemical  is  taking  a  swing  at  Flor- 
ida National  Banks,  and  Marine 
has  stakes  in  Industrial  Valley 
Bank  &  Trust  of  Philadelphia  and 
Centran  of  Cleveland.  Both,  says 
Marine  Chairman  Edward  Duffy, 
needed  capital  infusions — which 
he  was  glad  to  provide. 
/  Not  surprisingly,  the  idea  of 
/banks  buying  other  banks  in  an- 
/  ticipation  of  looser  branching  laws 
/  isn't  popular  with  regulators.  In 
I  July  the  Federal  Reserve  expressed 
"concern"  about  the  practice,  and 
\  spelled  out  guidelines  for  getting 
\Fed  approval  to  buy  out-of-state 


bank  stocks. 

Banks  investing  in  other 
banks  beyond  the  5%,  it 
said,  should  not  impose 
conditions  that  could  be 
construed  as  exercising 
/control.  The  Fed  also  indi- 

/  cated  that  it  would  prob- 

I  ably  approve  interstate 
stock  acquisitions  of  up  to 
25%  of  nonvoting  stock 
when  the  selling  bank  has 
the  right  to  buy  back  its 
stock.  That,  of  course, 
sounds  more  like  a  loan 
than  an  equity  invest- 
ment— a  distinction  bank- 
ers are  quick  to  grasp. 

Despite  these  guide- 
lines, however,  there  are 
other  signs  that  the  Fed's 
resistance  to  big  banks' 
expansion  is  weakening. 
Last  month  it  approved 
Citicorp's  acquisition  of 
ailing  Fidelity  Savings  & 
Loan  Association  of  San 
Francisco,  taking  a  major 
step  toward  interstate 
banking  and  one  that 
came  in  the  face  of  fierce 
resistance  from  Califor- 
nia institutions. 

(  The    Fed,  moreover,   

used  the  Citibank  case  to  pressure  Congress  to  consider  the  repeal  of  the 
McFadden  Act  and  the  Douglas  Amendment  to  the  Bank  Holding  Com- 
pany Act.  These  have  prevented  banks  from  branching  across  state  lines. 
\The  Fed  saw  Fidelity  was  in  a  precarious  financial  position  and,  with  no 
suitable  California  takeover  candidate,  it  let  Citibank  move  west  without 
legislative  action. — B.W. 


Marine  Midland  Chairman  Edward  Duffy 
Glad  to  help. 
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With  40  days'  paid  vacation  every  year,  Aramco  people  can  see  the  heart  of 
Asia,  from  Delhi  to  Bangkok  to  Hong  Kong,  and  still  have  time  for  an  African 
game  park,  Paris  in  the  spring,  or  ski  trips  in  the  Alps. 


The  money  isn't  the  only  reason  so  many  top  people 
are  going  to  Saudi  Arabia  with  ARAMCO 


»  great  as  the  money  is,  it  is  the 
ivel  opportunities,  the  challenge, 
d  the  casual  lifestyle  in  familiar 
metown  neighborhoods  that  make 
amco  people  stay  on. 

Aramco  employees  in  Saudi  Arabia 
ve  travel  opportunities  that  most  peo- 
!  only  see  in  daydreams.  They  get  40 


ier  5,000  North  Americans  work  tor 
amco  in  Saudi  Arabia.  They're  helping 
[  Kingdom  develop  energy  resources 
it  are  being  used  all  over  the  world. 


days'  paid  vacation  every  year.  And  in 
Saudi  Arabia  they  are  already  halfway 
to  wonderful  places  in  Europe,  Asia  and 
Africa. 

Equally  as  important  as  money  and 
travel  are  the  challenging  jobs  and  se- 
cure, comfortable  living  conditions. 

Aramco  is  the  world's  largest  oil- 
producing  company.  Our  projects  and 
operations  are  huge,  complex  and  profes- 
sionally rewarding.  Many  are  the  largest 
of  their  kind  ever  undertaken. 

We  need  more  first-rate  people  to  join 
the  over  5,000  North  Americans  who 
work  for  us. 

North  Americans  and  Saudi  Arabs 
have  worked  together  for  over  40 
years. 

Since  the  early  1930s,  North  Americans 
have  worked  very  closely  and  success- 
fully with  their  Saudi  hosts  in  developing 
the  energy  resources  and  infrastructure 
of  this  friendly,  conservative  nation. 

These  North  Americans  live  in  a  for- 
eign country,  yet  they  still  find  it  a  very 
comfortable  place  to  live  and  work.  The 


homes,  neighborhoods,  schools,  medical 
services  and  recreation  facilities  have  a 
hometown  feeling  that  have  prompted  a 
long  line  of  Aramco  professionals  to  stay 
on  and  on. 

What  kind  of  compensation  package 
accompanies  all  this?  Aramco  employees 
earn  a  competitive  base  salary,  plus  a 
cost-of-living  differential.  They  also  get 
an  expatriate  premium  of  40  percent  on 
the  first  $30,000  of  base  salary  and  20 
percent  premium  on  the  next  $20,000, 
plus  a  one-time  bonus  of  up  to  $5,000,  for 
signing  up  for  overseas  work. 

Challenging  opportunities 

If  you  are  a  degreed  engineer  with  at  least 
ten  years'  experience  in  the  petrochemical 
industry,  send  your  resume  to  Aramco  Ser- 
vices Company,  Z2033-2,  P.O.  Box  53607, 
Houston,  Texas  77052. 


ARAMCO 

SERVICES  COMPANY 


Multiplicity  makes 
for  strength. 

Just  as  the  multiplicity  of  services 
offered  by  a  universal  bank  gives  it  its 
strength.  Deutsche  Bank  has  at  its  dis- 
posal all  the  skills  and  services  to  give 
your  international  financing  the  strong 
foundation  it  requires. 

Let  the  strength  of  universal  banking 
supportyour  business.  Come  to  Deutsche 
Bank.  Or  call: 

New  York  (212)  940-8000 
Chicago  (312)  444-1950 
Los  Angeles  (213)  629-0800 


Deutsche  Bank 


A  century  of  universal  banking 

Central  Office  FrankfurtamMain/Dusseldorf  Branches  abroad:  Antwerp.  Asunci6n,  Barcelona. 
Brussels.  Buenos  Aires.  Hong  Kong.  London.  Madrid.  Milan.  New  York.  Osaka.  Paris.  Sao  Paulo. 
Tokyo.  Representative  Offices  Bogota.  Cairo.  Caracas.  Chicago.  Istanbul.  Johannesburg. 
Lagos.  Los  Angeles.  Mexico,  Moscow.  Nagoya.  Nairobi.  Peking.  Rio  de  Janeiro.  San  Jose. 
Santiago.  Sydney,  Tehran.  Tokyo,  Toronto;  Subsidiaries  Geneva.  Hong  Kong,  London. 
Luxembourg.  Singapore.  Toronto.  Zurich 


Great  aircraft  don't  just  happen  . 
They  were  designed  that  way! 


Example:  our  HS  125,  long  the  best-selling 
midsize  business  jet  in  world  service. 

It  turns  up  everywhere  .  .  .  more  than  314  have 
been  delivered  in  North  America  alone.  Because  it 
turned  out  beautifully,  as  intended  by  our  airline 
design  team  who  engineered  it  from  the  inside  out 
with  nothing  but  the  best  in  mind.  And  the  HS  125 
is  beautifully  turned  out,  in  the  British  manner, 
from  nose  to  tail — and  a  large  percentage  of  it  is 
GS  made — engines,  avionics  and  many  of  its 
systems  components.  Completion  also  takes  place 
in  North  America  to  the  customer's  specification  at 
his  choice  of  seven  centers  experienced  with  the 
Series  700.  After  completion  there  are  13  service 
centers  in  North  America  approved  by  British 
Aerospace  and  6  British  Aerospace  regional 
technical  offices,  all  to  provide  backup. 

Our  Spares  Support  Center  at  Dulles  International 
Airport  provides  dependable  parts  backup  and 
service  from  an  inventory — now  over  $32 
million — identical  to  that  supplied  to  GS  airlines 

operating  our  equipment. 


British  Aerospace  is  the  world's  only  aerospace 
firm  designing  and  building  commercial  airliners 
and  business  aircraft.  Our  engineers  drew  from  a 
70-year  heritage  of  air  transport  and  military 
experience  in  developing  the  Series  700.  That's 
why  it  combines  so  many  desirable  features  and 
characteristics  .  .  .  from  its  99+%  fleet  dispatch 
reliability  and  its  low  maintenance,  operating,  and 
first  costs  .  .  .  from  airframe  ruggedness  to 
executive  cabin  amenities — and  headroom. 

For  more  information  or  to  arrange  for  a 
demonstration  flight,  call  Kenneth  C.  Spinney, 
Vice  President-Marketing,  at  703/435-9100.  Or 
write  him  at  British  Aerospace,  Inc.,  Box  17414, 
Dulles  International  Airport.  Washington,  DC 
20041-0414.  ^ 

For  a  free  copy  of 
Roots  in  the  Sky — a 
96-page  history  of 
British  aviation,  write 
us  on  your  letter- 
head. Only  1000  left, 
so  it's  first-come, 
first-served. 


HSrZS  Series  TOO 'A 

BRITISH  AEROSPACE  INC  Ml 

Washington  •  Wilmington.  DE  •  Los  Angeles 


Chicago  •  Houston  •  New  York  •  Montreal 


Mexico  Ci 
mail 


Tn  a  mess  unequaled  in  banking  account- 
ing, nobody  can  agree  if,  or  how,  thrifts 
accounting  should  be  changed. 

Who's  in  charge 
here? 


By  Robert  Teitelman 

A FEW  MONTHS  AGO,  FORBES' 
Numbers  Game  discussed  a 
h  proposed  accounting  change 
many  savings  banks  saw  as  a  way  to 
fcolve  their  problems — temporarily,  at 
•east.  The  proposal  advanced  by  the 
accounting  firm  Main  Hurdman  is 
simple:  Thrifts  could  mark  their  mort- 
gage and  bond  portfolios  to  market 
prices — without  showing  giant  losses. 
!  The  proposal  worked  like  this:  If  a 
Dank  portfolio  were  on  the  books  at  a 
historical  cost  of  $10  million,  say,  but 
currently  worth  just  $7  million,  the 
bank  would  simply  sell  off  its  old 
mortgages  and  amortize  that  $3  mil- 
lion loss  over  a  period  as  long  as  40 
years,  like  goodwill.  Then  the  bank 
could  buy  new  higher-yielding  assets 
for  its  portfolio  as  opportunities  pre- 
sented themselves,  recording  those 
assets  at  market  value,  not  historical 
value.  By  forcing  banks  to  stay  on 
mark-to-market,  portfolio  losses 
would  have  to  be  disclosed  regular- 
ly— not  hidden  as  at  present. 


But  the  FDIC  opposed  the  idea  be- 
cause it  would  create  large  short- 
term  paper  profits.  Then  state  bank- 
ing regulators,  the  Federal  Home 
Loan  Bank  Board  (FHLBB)  and  the 
Financial  Accounting  Standards 
Board  (FASB)  added  their  two  cents' 
worth,  creating  a  mess  unequaled  in 
the  history  of  bank  accounting. 

First,  there  is  the  FDIC  plan,  which 
didn't  thrill  the  banks  because  it 
doesn't  allow  them  to  amortize  their 
losses  over  40  years — just  over  the  life 
of  the  asset.  This  would  eliminate  the 
paper  profits  the  Main  Hurdman  pro- 
posal would  have  created. 

Then  there  are  the  state  banking 
regulators.  Pennsylvania  and  New  Jer- 
sey have  implemented  mark-to-mar- 
ket plans,  which  allow  thrifts  to  write 
down  their  assets  just  once,  amortize 
the  losses  over  the  next  40  years  and 
then  go  back  to  historical  cost.  This 
lets  the  banks  get  away  with  murder 
without  forcing  them  to  stay  honest 
in  the  future. 

Finally  there  is  the  Federal  Home 
Loan  Bank  Board,  which  has  developed 


a  two-tiered  system.  Losses  on  assets 
acquired  before  )an.  1,  1983  would  be 
deferred  indefinitely  and  only  at  some 
future  point  marked  to  market  until 
the  loss  was  amortized.  Losses  on  in- 
struments bought  after  that  date  would 
be  subtracted  directly  from  income. 

So,  whose  solution  must  be  fol- 
lowed? While  the  states  technically 
regulate  state-chartered  banks,  the 
two  federal  insuring  agencies  also 
keep  a  close  eye  on  the  financial  situa- 
tions of  banks.  For  the  FDIC  that  is  all 
state-chartered  mutual  savings  banks; 
for  the  Federal  Savings  and  Loan  In- 
surance Corp.,  actually  an  arm  of  the 
FHLBB,  that's  S&Ls  and  federally 
chartered  savings  banks.  But  jurisdic- 
tions are  hazy. 

In  the  meantime,  the  FASB  hasn't 
taken  up  the  question  except  to  offer 
opposition  to  all  the  proposals  except 
the  FHLBB's,  which  they  haven't  got- 
ten to  yet. 

All  of  which  leaves  the  thrifts,  the 
regulators  and  the  depositors  in  limbo. 
This  could  be  a  problem.  Suppose,  for 
example,  a  mutual  savings  bank  in 
New  Jersey  appears  to  the  state  to  be 
making  healthy  profits.  But  to  the 
FDIC  the  bank's  net  worth  has  fallen 
below  the  legal  limit.  The  FDIC  wants 
to  close  it  or  merge  it  with  a  healthier 
bank.  The  bank  refuses.  The  state, 
which  has  the  power  to  close  it,  waits. 
When  depositors  hear  of  the  FDIC's 
qualms,  they  pull  out.  The  bank  col- 
lapses. Lawsuits  ensue.  Who  was  re- 
sponsible' Who,  if  anyone,  will  pay? 

Right  now  no  one  is  quite  sure.  Con- 
gress may  be  making  moves  to  bail  out 
the  banks  financially,  but  that  won't 
really  help  problems  with  their  portfo- 
lios. All  that  is  certain  is  that  no  pro- 
posal allows  thrifts  a  chance  to  survive 
and  at  the  same  time  present  the  pub- 
lic with  an  honest  description  of  their 
financial  situation.  Call  it  fiddling 
while  Rome  burns.  ■ 


IT  TOOK  AN  ACT 
OF  CONGRESS  TO  PROVE 
WHAT  WE  ALREADY  KNEW 


I 


Congress  recently  passed  the  1982  Tax 
It  included  specif ic | provisions  confirming  our  belief  tha 

The  Challenger, 
our  universal  life 
insurance  policy,  is 
the  most  innovative 
financial-planning 
instrument  offered. 
Two  years  ago,  Life 
Virginia  introduced 
The  Challenger. 
Today,  over  10,000 
people  have  more 
than  $1  billion  wort: 
of  our  coverage. 
We  knew  you  were  ready  for  a  new  kind  of  life  insur- 
ance.That's  why  we  designed  The  Challenger  with  flexib 
not  fixed, premium  payments. 
That's  why  coverage  is  adjustable,  not  fixed. 
We  knew  you  wanted  specific  information  about  your 
policy— like  how  much  interest  is  credited  and  at  what 


ate.  That's  why  we  provide  a  detailed  Annual  Report 
md  an  informative  Buyer's  Manual,  up  front. 

We  knew  you  wanted  com- 
letitive,  current  interest  rate 
red  its  on  your  accumulated 
ash  values.  That's  why  we 
esigned  the  unique  Dual-Rate 
ndex  method  of  determining 
ates  (see  box  at  right),  and 
guaranteed  it. 

It's  obvious.  We  designed 
ut  the  disadvantages  of  tradi- 
onal  life  insurance.  Now 
Congress  has  confirmed  the 
avorable  tax  treatment  we 
new  you  wanted. 

The  President  has  added 
lis  signature  to  the  1982  Tax 
ml  Now  it's  time  to  add  your 
ignature  to  The  Challenger. 

For  more  information,  ask 
our  agent,  mail  our  coupon,  or 
all  us.  Compare  your  present 
fe  insurance  program  with 
'he  Challenger  from  Life  of 
'irginia.  You'll  agree  the  ^ 
me  is  right  for  a  new  fk 

lifeYof 
virginia 


THE  CHALLENGER. 
THE  UNIVERSAL  LIFE  INSURANCE 
POLICY  WITH  ALL  THE  ANSWERS. 

OTHER 
COVERAGE 
THE  YOU'VE 
CHALLENGER  CONSIDERED 

Can  1  increase  or 
decrease  my  premium 
payments?  Even  skip 
them? 

YES 

7 

Can  1  increase  or 
decrease  coverage 
as  my  needs  change 
without  converting  or 
exchanging  policies? 

YES 

7 

Will  competitive, 
current  interest  rates 
be  credited  on  my 
policy's  cash  value? 

YES* 

7 

Will  the  interest 
credited  on  my  cash 
value  and  cost  of 
coverage  deducted  from 
it  be  fully  disclosed? 

YES 

7 

Will  1  receive  a  Buyer's 
Manual  upfront  that 
explains  my  policy 
features  and  how  to  use 
them? 

YES 

7 

Does  the  company 
offering  the  policy  have 
a  distinguished  110-year 
history  of  service? 

YES 

? 

;ind  of  life 
isu  ranee. 


"Only  Life  of  Virginia  offers  the  Dual-Rate  Index,  a  concept  that 
generates  current  interest  rates  based  on  the  greater  of  long 
and  short-term  yields.  Current  interest  rates  are  credited  on 
any  accumulated  cash  values  over  $1,000. 

The  Challenger  is  available  in  most  states,  minimum  coverage 
$100,000.  Challenger  II,  also  available  in  most  states, 
minimum  coverage  $25,000. 

For  more  information  about  The  Challenger  ask  your  agent, 
mail  our  coupon,  or  call  us  toll  free  at  800-822-6000. 


Life  of  Virginia,  Department  FB  102582 

6610  West  Broad  Street,  Richmond,  Virginia  23230 

Tell  me  more  about:  The  Challenger  □  Challenger  II  □ 


Name- 


Address 
City  


State. 


.Zip_ 


Telephone:  Home- 
Office  _ 


Please  check  here  if  you  are  an  insurance  agent  or  broker  D 
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The  Money  Men 


Ray  Dalio  painted  a  stark  economic  pic- 
ture long  before  many  others  did.  He  isn 't 
about  to  brighten  his  outlook  now. 


An  original 
Mr.  Gloom 


By  Thomas  O'Donnell 


Iike  comedian  Rodney  Danger- 
_  field,  moncyman  Ray  Dalio 
I  says  he  gets  no  respect.  The  dif- 
ference is  that  Dangerfield  jokes 
while  Dalio  fumes.  He  is  angry  that 
his  monthly  economic  forecasts  are 
dismissed  by  mainstream  econo- 
mists. "I  want  them  to  examine  my 
arguments  before  they  call  me  a 
kook,"  he  says,  sipping  a  Moosehead 


beer  and  sitting  under  a  big  shade  um- 
brella on  his  newly  purchased  17-acre 
Connecticut  farm. 

People  like  to  call  Dalio  a  kook 
because  his  ideas  are  scary:  an  80% 
chance  of  an  economic  contraction 
(read  depression)  beginning  in  the  near 
future  (read  the  next  several  months). 
But  don't  despair.  Dalio,  who  also  man- 
ages $30  million,  says  huge  fortunes 
will  be  made  as  well  as  lost  over  the 
next  few  years  as  they  always  are  in 


times  of  economic  volatility. 

To  prepare  for  his  kind  of  scary  to- 
morrow, Dalio  is  a  true  believer  in 
high-quality  bonds,  especially  U.S. 
governments.  He  is  already  advising 
clients  to  buy  bonds  at  current  prices. 
"We're  on  the  verge  of  the  greatest 
bond  bull  market  in  history,"  he  says. 
By  contrast,  real  estate  and  other  tan- 
gibles are  headed  for  a  huge  bust.  And 
stocks  will  have  tough  sledding. 

It  was,  of  course,  a  lot  easier  tc 
dismiss  Dalio  three  years  ago  when  he 
first  made  his  doomsday  predictions 
Since  then,  however,  the  economy 
has  weakened.  Some  top-flight  econo- 
mists such  as  Allen  Sinai  of  Data  Re- 
sources  and  Ed  Yardeni  of  E.F.  Huttor 
(see  Forbes,  June  7)  have  even  issued 
similar  doomsday  warnings — al 
though  they  have  recently  backed  off 
"It  gets  me  mad,"  says  Dalio,  drcssec 
in  his  standard  office  attire:  chine 
pants  and  an  open-necked  work  shirt 
"When  all  those  guys  suddenly  stari 
talking  about  a  financial  crisis,  the) 
get  attention.  I  was  first,  but  who  lis 
tens  to  me?" 

Increasingly,  the  answer  is  flight 
money  from  the  Southwest,  the  Pacif 
ic  Rim  and  the  Middle  East.  Dalio  als( 
advises  a  handful  of  big  banks  an< 
governments,  including  Israel's.  Fo: 
managing  money,  Dalio  gets  no  fee 
but  takes  25%  of  profits.  Because  he's 
so  certain  of  his  views,  he  leverage! 


Ray  Dalio  feeding  ti  new  friend  on  his  17-acre  Connecticut  farm 
Being  right  brings  a  slice  of  the  good  life. 
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Now,  from  the  Editors  of  MONEY  Magazine 

four  Complete  New  MONEY  GUIDE  to  IRAs 


e  you  wondering  where  to  open  your 
A?  How  to  get  the  highest  yield? 
here  your  money  will  be  safest?  Which 
A  is  the  one  for  you? 

t  MONEY's  experts  be  your  guide! 
ur  Complete  New  MONEY  GUIDE 
IRAs  tells  you  everything  you  need  to 
ow  to  take  full  advantage  of  the  tax- 
iing, money-saving  investment 
portunity  of  the  decade. 

e  guide  covers  all  the  ins  and  outs  of 
As— with  readable,  reliable,  impartial 
brmation  and  advice.  You  get  the  best 
A  articles  from  recent  issues  of 
3NEY.  updated  with  the  latest  infor- 
ition.  Plus  a  wealth  of  new  material 
spared  by  MONEY's  editors  especially 
-  this  guide.  And  available  nowhere 
e. 

u'll  find  out  All  about  bank  IRAs. 
)w  to  make  the  best  use  of  mutual 


YOUR  COMPLETE  NEW 


How  to  Open  Your  IRA, 
Manage  It,  Switch  It,  Withdraw  H 
and  Get  the  Best,  Safest  Yields 


By  the  Editors  of  Money 


funds.  Which  are  the  best  alternative  tax 
shelters.  Savvy  tactics  for  two-income 
couples.  And  how  to  decide  whether  to 
open  your  IRA  with  your  banker,  broker, 
insurer,  money  manager. . .  or  someone 
else. 


Do  You  Know... 


*If  you  can  open  more  than  one  IRA? 
*What  happens  if  you  withdraw  your 

money  before  age  59'/2? 
*  Whether  you  can  use  your  IRA  as 

security  for  a  loan? 

*If  you  must  contribute  the  full  $2,000 
every  year? 

*What  happens  to  a  couple's  IRA  in 
case  of  divorce? 


You'll  get  clear,  concise  and  unbiased 
answers  to  50  of  the  most  commonly 
asked  IRA  questions— in  the  MONEY 


GUIDE  to  IRAs.  Plus  a  Personal  IRA 
Quiz.  A  quick  and  easy  tool  to  determine 
your  IRA  needs  and  point  you  towards 
the  investment  options  that  will  serve  you 
best.  And... 

MONEY's  Directory  of  Mutual  Funds 

The  most  complete  listing  of  Mutual 
Funds,  with  information  on  one,  five  and 
ten  year  performances  and  money- 
market  fund  yields  compounded  to  show 
effective  annual  interest  rates.  Includes 
addresses,  telephone  numbers,  and  com- 
mission information.  Published  nowhere 
else,  this  section  alone  is  worth  the  $2.95 
you  pay  for  the  entire  guide! 

There's  still  time  to  open  your  IRA  for 
1982.  So  let  MONEY's  experts  take  the 
confusion  out  of  IRAs.  Return  this 
coupon  to  reserve  your  copy  of  Your 
Complete  New  MONEY  GUIDE  to 
IRAs.  Or  pick  up  a  copy  at  your 
newsstand. 


YOUR  COMPUTE  NEW 


■  to  Op«o  few  IRA, 
t.  Switch  H,  Withdraw  It 
md  Gel  th«  Best,  Sofe«t  Yletdt 


By  rtwbftfon  at  Mhopj 


Mail  to:  MONEY  IRA  GUIDE.  Box  999,  Radio  City  Station,  New  York,  NY  10019 

YES!  Send  me  the  valuable  new  investment  tool  from  the  editors  of  MONEY! 
Enclosed  is  my  check  payable  to  MONEY  for  $2.95  for  my  copy  of  Your  Complete 
New  MONEY  GUIDE  to  IRAs.  Mail  my  copy  to: 

Mr./Mrs. 


Name 

(please  print) 

Address 

Apt.  No. 

City 


State- 


Zip 


F1 


The  Money  Men 

investments  to  the  hilt.  The  high 
risks  involved  are  why  he  also  advises 
some  clients  to  give  him  less  money 
than  they  would  like.  At  the  moment, 
the  money  he  manages  ranges  in 
amount  from  $50,000  to  several  mil- 
lion dollars. 

Many  of  those  clients  also  sub- 
scribe  to  his  economic  forecasts  and 
daily  telexes.  Forecasts  recently  car- 
ried titles  like  "Failure,"  "A  Sense  of 
Panic"  and  "Modern  Day  Depres- 
sion." Others,  for  up  to  $5,000  annu- 
ally, get  just  the  reports.  That  earns 
Daho,  a  Harvard  M.B.A.  and  holder  of 
an  economics  degree  from  Wharton, 
little  compared  with  what  he  gets  for 
successfully  managing  money.  Why 
then  does  he  write?  "It's  impossible  to 
separate  economics  from  managing 
money.  Doing  economic  research 
makes  me  a  better  trader,"  he  says,  as 
horses  from  the  riding  school  that 
came  with  his  farm  amble  by. 

Daho  is  a  Long  Island  boy  who  has 
made  enough  money  to  transplant 
himself  to  the  Connecticut  country- 
side. But  he  is  no  gentleman  farmer.  He 
puts  in  12-to-  16-hour  days,  mainly 
doing  research.  That  research  is  based 
only  on  numbers,  not  opinions.  "Main- 
stream economists  have  missed  every 
market  turn  of  the  last  ten  years,"  he 
explains.  "Their  big  error  is  thinking 
the  world  began  after  World  War  II.  The 
laws  of  economics  are  like  the  laws  of 
physics.  They  never  change. " 

In  building  his  theories,  Dalio  goes 
back  200  years.  Thus,  he  says,  the 
postwar  period  has  certainly  been  dif- 
ferent from  the  past,  but  only  slightly, 
he  believes.  The  key  distinction:  The 
U.S.  came  out  of  the  war  a  superpow- 
er, and  private  debt  had  been  reduced 
by  the  Depression.  That  meant  stable 
economic  growth  that  lasted  30  years. 
All  the  while,  the  stock  market  went 
up  steadily,  and  the  major  investment 
decision  was  simply  selecting  which 
stocks  to  buy. 

With  today's  huge  growth  in  debt 
and  other  nations  catching  up  with 
the  U.S.  economically,  Dalio  believes 
that  the  investment  environment  has 
become  unstable  and  alternatives  to 
stocks  have  proliferated.  Today's 
problem,  he  contends,  is  picking  a 
market  from  the  ever-growing  list  of 
alternatives  and  then  determining  the 
economy's  effect  on  it.  Still,  he's  bear- 
ish overall  because  the  debt  level  is  so 
high  and  because  he  sees  only  two 
alternatives:  a  highly  inflationary  ex- 
pansion of  the  money  supply  or  an 
economic  contraction. 

Daho  argues  that  the  Fed  has  been 


"too  tight"  since  October  1979,  when 
it  decided  to  concentrate  on  money 
supply  growth  rather  than  interest 
rates.  As  a  result,  he  thinks  that  a 
depression  will  begin  soon,  possibly 
in  a  matter  of  months.  He  claims  he  is 
not  dogmatic,  however.  "I  can't  afford 
to  be  because  I'm  always  trading.  I'll 
change  my  mind  in  a  second  if  I  think 
I'm  wrong." 

Daho  is  at  his  desk,  just  off  his 
living  room,  by  8  a.m.,  reading  and 
making  phone  calls  to  his  contacts 
around  the  world.  Coffee  cup  in  hand, 
he  begins  trading  at  9.  In  a  nearby 
room  are  four  traders  and  two  econo- 
mists who  work  for  Bndgewater  Asso- 
ciates, Inc.,  his  money  management 
and  consulting  firm.  When  the  mar- 
kets close  in  late  afternoon,  he  will 
play  with  his  two  sons  or  have  a  beer 


In  building  his  theories,  Da- 
lio goes  back  200  years. 
"Mainstream  economists," 
he  claims,  "have  missed  ev- 
ery market  turn  of  the  last 
ten  years.  Their  big  error  is 
thinking  the  world  began 
after  World  War  II.  The  laws 
of  economics  are  like  the 
laws  of  physics.  They  never 
change." 


and  sit  in  the  sun.  After  eating  dinner, 
he  does  research  and  writes  until  1 1  or 
even  midnight.  A  workaholic,  he  rare- 
ly varies  the  routine. 

Despite  his  obvious  anger  over  be- 
ing ignored  and  ridiculed,  Dalio,  who 
is  the  son  of  a  jazz  musician,  says  he 
doesn't  care  about  criticism.  "Being 
right  is  all  that  counts  in  this  busi- 
ness." Being  right,  especially  over  the 
past  two  years,  has  given  Daho,  34,  a 
slice  of  the  good  life.  He  declines  to 
give  out  his  net  worth,  but  lives  with 
all  the  trappings  of  a  millionaire.  Still, 
he  didn't  buy  the  expensive  antiques 
that  fill  his  home.  They  came  from 
his  wife,  Barbara,  a  Vanderbilt-Whit- 
ney,  whose  great-grandmother  found- 
ed New  York  City's  Whitney  Muse- 
um of  American  Art. 

If  Dalio's  beanshness  proves  cor- 
rect, of  course,  he  will  be  richer  still 
in  a  few  years.  Cash  will  soon  be  king, 
he  says.  And  that's  why,  with  the 
exception  of  the  newly  bought  farm, 
all  his  assets  are  in  short-term  paper 
and  financial  futures.  He  intends  to 
buy  real  estate  and  tangibles  once  the 
prices  fall  through  the  floor. 

What  can  prevent  such  a  disaster 
from  occurring?  Only  one  thing,  Da- 
lio believes.  The  Fed  will  have  to 
pump  up  the  money  supply  by  more 


than  15%  between  now  and  year-end 
Unfortunately,  that  in  turn  woulc 
push  the  inflation  rate  up  to  nearly 
20%  by  the  end  of  1983.  "It's  a  clea: 
either/or  choice,"  says  Dalio.  "Stag 
flation  is  a  thing  of  the  past.  There'l 
be  no  soft  landing.  1  can  say  that  wit! 
absolute  certainty  because  I  knov 
how  markets  work." 

Overconfident,  perhaps,  but  at  leas 
Dalio  comes  by  it  through  experience 
As  a  caddy  in  the  mid-Sixties,  he  over 
heard  some  golfers  at  the  cxclusivi 
Links  Club  in  Long  Island  (member 
ship  at  that  time,  56)  talking  abou 
the  booming  stock  market.  He  put  al 
his  earnings  into  Northeast  Airline: 
because  it  was  the  only  company  h< 
could  find  with  shares  selling  unde 
$5.  Soon  his  $300  investment  had  tn 
pled,  hooking  him. 

Dalio  then  learned  about  commod 
ities  between  his  two  years  at  Har 
vard,  when  he  spent  a  summer  work 
ing  for  Merrill  Lynch.  "The  invest 
ment  world  was  changing  and  I  couh 
see  the  futures  markets  were  going  t( 
be  big."  After  graduating,  he  workec 
for  Dominic  &  Dominic  as  director  o 
commodities,  then  for  Shearson  Hay 
den  Stone.  He  left  in  1976  to  set  uj 
Bndgewater  Associates  on  a  shoe 
string  and  ran  it  in  his  New  Yorl 
apartment  for  two  years. 

His  successful  forecasts,  whicf 
were  privately  read  if  publicly  ridi 
culed,  brought  a  steady  stream  of  cli 
ents.  At  the  moment  Daho  is  telhnj 
them  he's  bullish  on  stock  index  hi 
turcs,  saying  that  they  will  be  a  "fabu 
lous  investment"  for  the  professiona 
when  volume  picks  up,  because  com 
missions  are  low  and  leverage  is  enor 
mous.  But  for  individuals,  he  empha 
sizes,  stock  index  futures  are  far  to( 
volatile  and  dangerous.  He's  putting 
big  bucks  into  interest  rate  futures 
"With  rates  about  to  plunge  as  lend 
ing  activity  falls  off,  this  market  i; 
about  the  best  way  to  make  mone} 
today." 

Doesn't  the  recent  stock  markei 
rally  prove  a  recovery  is  about  to  be 
gin?  Not  according  to  Dalio,  who  cite; 
a  precedent:  the  15%  rise  in  the  Dov 
[ones  average  between  May  and  Octo 
ber  1929.  "It's  a  knee-jerk  reactior 
caused  by  a  frightened  Fed  pumpinj 
money  into  the  economy.  It's  not  i 
recovery,"  he  contends. 

Even  if  he  is  wrong  about  the  future 
and  most  market  observers  contenc 
that  he  will  be,  Dalio's  advice  foi 
small  investors  bears  consideration 
"Shift  frequently  from  one  invest 
ment  market  to  the  other,"  he  sug- 
gests. "No  one  investment  is  gooc 
over  a  long  period  of  time.  That's  nev 
er  been  truer  than  it  is  today."  ■ 
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When  you  have  only  one  serious 
competitor  in  the  stock  transfer 
lwsiness,you  have  to  be  better. 

Or  else. 


There's  nothing  wrong  with  a  little  competi- 
m.  It  keeps  us  on  our  toes.  And  it  keeps  our 
impetitor  on  his  toes. 
But  do  you  know  what  really  makes  the 
anufacturers  Hanover  approach  to  stock  trans- 
r  better?  Do  you  know  that  Manufacturers 
mover  officers  are  leaders  in  the  industry?  Do 
>u  know  why  we're  committed  to  a  business 
her  banks  are  leaving? 
Read  on. 

TRANSIFACSM  has  no  competition.  Period. 

First,  there's  TRANSIFAC.  The  system  that 
)es  everything  our  competitor's  system  does- 
id  a  lot  of  things  it  can't. 
It  has  "key  verification'.'  A  feature  that  helps 
usure  transfer  data  is  entered  accurately. 
TRANSIFAC  also  allows  the  immediate  on-line 
)-date  of  shareholder  records.  We  even 
oneered  the  use  of  computer-to-computer 
insfers  with  the  Depository  Trust  Company. 
;  well  as  direct  mailings  of  certificates  to  the 
bker's  customer-your  shareholder. 


In  short,  TRANSIFAC  has  so  many  advantages, 
we  can't  list  them  all  here. 

A  reputation  built  on  dedication. 

We  also  know  how  important  people  are  in 
the  stock  transfer  business.  And  our  organization 
reflects  it.  You're  assigned  an  account  adminis- 
trator to  handle  everyday  matters.  Plus  a  back-up 
team.  So  you'll  never  be  left  in  the  dark. 

These  are  the  strengths  and  capabilities  that 
allow  us  to  work  for  over  400  corporations.  But 
you'd  expect  them  from  a  stock  transfer  agent 
generally  acknowledged  to  be  the  best  there  is. 
And  it's  all  part  of  our  commitment  to  be  even 
better.  Because  when  you  have  only  one  real 
competitor  in  a  very  demanding  business,  you 
have  no  choice. 

If  you'd  like  to  compare  our  capabilities  to 
those  of  your  current  stock  transfer  agent,  call 
or  write  Joseph  linger,  Vice  President, 
Manufacturers  Hanover,  40  Wall  Street,  New 
York,  N.Y  10015.  Telephone  (212)  623-7542. 

Just  say  the  competition  sent  you. 


MANUFACTURERS  HANOVER 


A  dentist 
shouldn't  simply  be  used 
as  a  repairman. 


1970:  The  Travelers  goes  national  with  a  dental  plan 
that  encourages  checkups  as  an  automatic  part  of  every 
policy. 

Unfortunately,  people  often  wait  until  they  have  the  loose 
filling,  the  gaping  cavity,  or  the  pain  that  won't  leave  them  alone 
before  they  set  foot  in  a  dentist's  office. 

And  while  repair  work  is  often  necessary  under  any  cir- 
cumstances, in  many  cases  the  pain  and  expense  could  have  been 
avoided  by  a  routine  checkup. 

This  is  something  The  Travelers  realized  long  before  many 
other  insurance  companies. 

Twelve  years  ago,  we  began  covering  routine  examinations  as 
part  of  our  Group  Dental  Insurance. 

At  the  time,  paying  for  checkups  was  an  innovation  that 
seemed  a  bit  daring.  But  today,  it's  recognized  for  what  it  was: 
farsighted. 

If  you'd  like  to  learn  more  about  our  fastest  growing  em- 
ployee benefit,  call  an  independent  Travelers  agent  or  broker.  For 
the  one  nearest  you,  just  consult  the  Yellow  Pages. 

Considering  where  we've  been,  and  where  we're  going,  why 
would  you  call  anyone  else? 

riA 

THE  TRAVELERS 

The  Trawler*  (  orporation  and  its  Affiliated  Companies,  Hartford.  CT  06115 


For  the  first  time  in  its  history  the  cosmetics  business  finds  itself  in 
a  shakeout.  And  it  is  the  industry's  leaders,  Revlon  and  Avon,  with 
strength  in  the  middle  market,  that  are  hurting  the  most. 


The  grease  trade 

skids 


By  Richard  L.  Stern 


Chopper  in  Nete  York'  department  store  sampling  blusher 
But  will  she  buy  the  medium-price  spread? 


It's  very  difficult  now,"  says 
Blanche  Friedman,  walking 
down  an  aisle  in  Bloomingdale's 
cosmetics  department.  "I've  nev- 
er seen  it  like  this."  She  stops  for  a 
moment  and  surveys  the  floor  with  a 
practiced  eye:  makeup  artists  perched 
on  stools  along  the  lighted  glass 
counters;  strolling  young  women 
bearing  baskets  of  spray  cologne,  bur- 
bling about  this  week's  free  gift  with 
the  $7.50  purchase  of  Ralph  Lauren 
cosmetics.  And  the  relative  empti- 
ness of  the  aisles  of  the  New  York 
store  on  a  balmy  Thursday  night  at  6 
p.m.  "There  should  be  more  people 
here,"  she  says.  "It  shouldn't  be  this 
quiet  on  a  Thursday  night." 

Friedman,  49,  a  ten-year  veteran  of 
Revlon's  marketing  staff  and  now  a 
cosmetics  buyer  for  Bonwit  Teller 
with  21  years  in  the  business,  knows. 
There  has  been  a  gradual  downturn 
for  the  first  time  in  the  history  of  the 
supposedly  recession-proof  cosmetics 
industry.  The  numbers  are  not  pretty. 
According  to  both  Jack  Salzman,  who 
follows  the  industry  for  Wall  Street's 
Smith,  Barney,  and  industry  consul- 
tant Allan  Mottus,  unit  sales  have 
been  flat  for  years.  Sales  of  cosmetics 
and  women's  fragrances  last  year 
came  to  $5.6  billion  (skin  prepara- 
tions are  another  $2.4  billion),  up 
from  $3.9  billion  in  1978.  Virtually  all 
of  that  "growth"  is  just  inflation.  It 
represents  a  growth  of  43%  in  a  period 
when  the  general  cost  of  living  rose 
39%  and  when  most  cosmetics  prices 
rose  much  faster.  The  plain  fact  is 
that  volume  on  many  product  lines 
has  been  falling  for  years.  Gone  is 
yesterday's  blithe  assumption  of  eter- 
nal growth.  Salzman  figures  that  fra- 
grance volume,  some  27%  of  the  busi- 
ness, has  probably  been  cut  between 


FORBES,  OCTOBER  25,  1982 


16] 


5%  and  10%  so  far  this  year.  That's 
quite  a  slap  in  the  face  for  a  business 
that  routinely  used  to  grow  by  6%  a 
year.  Lipsticks,  nail  polish  and  other 
"shaded"  cosmetics,  some  44%  of  the 
business,  are  down  between  2%  and 
4%.  About  the  only  portion  of  the 
business  that  is  even  holding  its  own 
is  the  29%  held  by  skin-treatment 
products,  which  are  expected  to  grow 
perhaps  2%  this  year. 

Meanwhile  the  cost  of  launching  a 
new  fragrance  or  lipstick  has  risen 
dramatically,  according  to  industry 
consultant  Mottus,  thanks  largely  to 
the  soaring  cost  of  television  spots. 
Mottus  figures  the  average  introduc- 
tion cost  these  days  has  risen  from  $2 
million  to  $7  million  since  1973-74. 
Since  new  products  are  the  hfeblood 
of  fashion  business,  this  hurts.  So  the 
cosmetics  trade  is  experiencing  its 
first  shakeout,  and  it  is  the  industry 
giants,  Avon  and  Revlon,  with 
strength  in  the  middle  of  the  market, 
that  are  hurting  the  most.  But  others 


are  showing  gains,  specifically  Nox- 
ell's  Cover  Girl  and  Schering-Plough's 
Maybelhne  at  the  low  end  of  the  mar- 
ket; Cosmair's  L'Orcal  in  the  middle; 
Mary  Kay  and  Cosmair's  Lancome  at 
the  upper  end.  Why? 

The  key  is  the  underlying  demo- 
graphics. The  industry  rode  out  pre- 
vious recessions  by  riding  the  skirts  of 
ever  more,  working  women.  More 
working  women  meant  increased 
women's  spending  and  more  cosmet- 
ics to  wear  to  the  office.  But  the  rate  of 
increase  in  the  number  of  working 
women  has  declined  in  recent  years. 

There  are  sociological  changes 
afoot  as  well.  Working  women  now 
seem  to  prefer  convenience  to  ambi- 
ence, prompting  a  shift  in  distribution 
channels  toward  mass  merchandisers, 
discount  drugstores  and  even  super- 
markets, and  away  from  department 
stores.  With  more  money  in  their 
purses,  women  are  buying  their  own 
perfume  and  toilet  water  far  more  of- 
ten these  days.  That,  along  with  the 


The  illusion  of  growth 


Wipe  away  the  effects  of  inflation,  and  the  cos- 
metic business — long  supposed  to  be  recession- 
proof — has  the  look  of  a  mature  industry. 


Sales  (Sbillions) 


Note:  Adjusted  figures  are  stated  in  1982  dollars 
Source:  Product  Marketing 


recession,  has  caused  a  shift  to  more 
reasonably  priced  items. 

In  Manhattan  a  former  Revlon  ex- 
ecutive who  now  works  for  a  competi- 
tor sums  it  up  over  a  midday  beef 
bourguignon:  "If  Charles  were  alive 
today,"  he  says  in  a  classic  example  of 
non-logic  that  makes  sense,  "he'd  be 
turning  in  his  grave."  That  Revson 
would.  Revlon's  domestic  cosmetics 
earnings  may  drop  as  much  as  40% 
this  year,  following  last  year's  collapse 
in  overseas  earnings.  Revlon's  posi- 
tion in  the  middle  price  range  has  been 
the  hardest  hit  in  a  recession  in  which 
women  have  gone  to  higher  prices  for 
quality  or  to  lower  prices  for  economy. 
He  would  also  have  been  spinning  in 
his  grave  had  he  been  able  to  see  how 
his  hand-picked  successor,  Michel 
Bergerac,  handled  his  legacy.  Al- 
though Bergerac  managedto  shift  Rev- 
lon's distribution  channel  into  dis- 
count drugstores  and  mass  merchan- 
disers, he  failed  to  support  Revlon's 
cherished  middle-market  quality  im- 
age with  adequate  advertising.  In  an 
industry  where  advertising  can  repre- 
sent up  to  77%  of  a  manufacturer's 
costs,  that  can  be  a  critical  mistake. 

Bergerac  and  Paul  Woolard,  presi- 
dent of  Revlon's  domestic  cosmetics 
division,  deny  this.  The  $260  million 
planned  for  advertising  and  mar- 
keting this  year  is  up  10%  from 
1981,  they  say.  But  on  closer 
examination,  Revlon's  ad- 
vertising looks  skimpy 
by  comparison  with 
that  of  its  far  smaller 
competitors.  For  exam- 
ple, Revlon,  with  S860 
million  in  domestic  cosmet- 
ics sales,  spent  $6  million  for  lip-and- 
eye-beauty  product  advertising  last 
year,  according  to  the  Leading  Na- 
tional Advertisers  survey.  In  contrast, 
Cover  Girl,  with  $90  million  in  do- 
mestic cosmetics  sales,  and  Maybel- 
hne, with  $150  million — two  of  Rev- 
lon's arch  competitors  at  the  discount 
store  level — spent  $11  million  and 
close  to  $20  million,  respectively.  It's 
the  same  story  in  facial  makeup:  Rev- 
lon's $2  million  spent  on  advertising 
this  line  isn't  matching  far 
smaller  Maybellme's 
$2.1  million  or  Cover 
Girl's  $9.5  million. 
And  the  situation 
seems  to  be  getting 
worse.  In  terms  of  ad- 
vertising for  makeup 
logged  so  far  this  year  (to 
June  for  television  and 
August  for  print),  Rev- 
lon's total  is  a  mere  $3.8 
million,  as  opposed  to 
$15.3  million  for  Cover  Girl. 
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In  his  preoccupation  with  diversifi- 
cation into  the  faster-growing  health 
care  field,  Bergerac  failed  to  maintain 
a  constant  stream  of  new  products.  In 
fact,  Revlon  has  not  had  a  single  big 
winner  since  Charles  Revson  died  in 
1976.  Of  Bergerac's  new  offerings,  Bill 
Blass  fragrances  is  a  modest  success 
while  Scoundrel  has  bombed. 

Joan  Rothberg,  who  runs  the  May- 
belhne  account  for  the  Ted  Bates  ad- 
vertising agency,  maintains  other 
companies  are  now  pulling  off  the 
marketing  coups  that  used  to  be  Rev- 
Ion's  preserve.  She  cites  Maybelline's 
introduction  of  Fresh  Lash,  a  water- 
proof mascara  that  can  be  worn  in  the 
pool  and  doesn't  smudge.  Maybelline 
discovered  that,  surprise,  women 
want  to  look  pretty  in  bed  and  secret- 
ly want  to  keep  their  mascara  on.  But 
they  worry  that  it  is  unhealthy  and 
will  rub  off  on  the  pillow. 

Rothberg  says:  "Instead  of  saying, 
'Hi,  we've  got  a  waterproof  mascara,' 
they  called  it  a  24-hour  mascara.  Then 
they  took  the  curse  off  sleeping  with 
your  mascara  on  by  saying  their  stuff 
conditions,  too.  Fresh  Lash  is  now  the 
third-bestselhng  mascara.  Revlon  no 
longer  knows  how  to  do  that." 

Avon,  the  $2.6  billion  door-to-door 
giant,  has  also  been  hurt  by  the 
changing  demographics  and  a  man- 
agement that  has  been  slow  to  react 
to  the  changes.  Cosmetics  and  fra- 
grances net  earnings  declined  9Vz%  in 
1981  from  the  year  before.  Women 
are  no  longer  the  captive  audience  at 
home  that  they  once  were.  More  than 
50%  are  working.  Moreover,  the  con- 
venience shopping  outlets  have  a 
greater  assortment  of  cosmetics  and 
toiletries.  Avon  also  suffers  from  a 
tremendous  turnover  in  a  sales  force 
that  works  part  time.  So  to  keep  mar- 
gins up,  Avon  in  1980  made  the  mis- 
take of  raising  prices  by  an  average 
20%.  Avon's  customers,  who  are 
among  the  hardest  hit  by  the  reces- 
sion, were  not  amused. 

Contrast  that  with  little  (sales, 
$235  million)  Mary  Kay,  a  door-to- 
door  seller  that  has  been  Wall  Street's 
darling.  It  has  paid  its  salespeople  bet- 
ter and  also  has  concentrated  on  skin 
care — the  coming  product  in  an  aging 
population.  Its  upper-middle-class 
market  hasn't  turned  off  the  spigot  on 
cosmetics  buying  the  way  Avon's 
middle-  to  lower-class  customer  base 
has.  Mary  Kay's  pretax  income  ad- 
vanced 38%  in  the  first  quarter. 

Other  hot  new  cosmetics  products 
have  fared  well  because  of  novel  mar- 
keting techniques.  The  moderately 
priced  Vanderbilt  line  of  fragrances 
($7.50  for  a  half-ounce  spray  bottle) 
from  Warner  Cosmetics,  a  $150  mil- 


Imagine  putting  on  your  lipstick 
in  the  morning 
and  haviriR  it  slay  on  and  on, 


Now  Estee  Lauder  brings  you 

RE-NUTRIV 
All-Day  Lipstick 


ESTEE  LAUDER 


Estee  Lauder's  fall  campaign  and  a  hard-driving  Mary  Kay  saleswoman 
The  queen  of  the  department  stores  is  Estee  Lauder,  with  a  quarter  of  the 
floor  space  in  stores  like  Bloomingdale's.  But  Mary  Kay  is  the  princess  of 
the  parlor,  with  a  sure  grip  on  the  Sunbelt's  upper-middle-class  market. 


'-  ASKMEABour  M^npr 

mm  Maiy  Kay  Cosmetics  - 


lion  subsidiary  of  Warner  Communi- 
cations, is  a  case  in  point.  Instead  of 
targeting  its  market  at  the  top,  middle 
or  bottom  in  the  usual  fashion, 
Warner  introduced  Vanderbilt  in 
March  simultaneously  in  almost  all 
levels  of  the  market,  from  boutique  to 
drugstore.  They  have  supported  that 
product  introduction  by  spending  $10 
million  this  year  on  advertising  and 
promotion,  cleverly  tying  in  with  the 
well-established  and  heavily  adver- 
tised Gloria  Vanderbilt  clothing  lines. 

The  result  has  been  a  runaway  suc- 
cess. While  most  new  cosmetics  don't 
make  money  until  their  third  year, 
Vanderbilt  generated  $20  million  in 
retail  sales  in  its  first  six  months 
alone,  and  could  become  profitable  in 
its  second  year.  With  Christmas  sales 
Vanderbilt  could  easily  do  $20  mil- 
lion to  $25  million  worth  of  whole- 
sale volume  in  its  first  ten  months — a 
virtually  unparalleled  performance. 

There  are  other  radical  approaches 
to  this  nervous  market  that  have  the 
industry  frightened.  The  Kayser-Roth 
subsidiary  of  Gulf  &  Western,  best 
known  for  its  No-Nonsense  panty- 
hose, has  just  introduced  an  inexpen- 


sive line  of  men's  and  women's  co- 
lognes, Cameron  and  Pascalle,  in  food 
stores  across  the  country,  backing 
that  up  with  a  huge  $  1 0  million  adver- 
tising effort  and  promotion.  Lever 
Brothers  made  a  similar  leap  into  the 
supermarkets  with  a  perfume/body 
spray  called  Impulse. 

Other  cosmetics  producers  have  re- 
sorted increasingly  to  giveaway  pro- 
motions or  G-with-P,  gift  with  pur- 
chase, as  it  is  called  in  the  trade.  Any 
shopper  walking  through  Blooming- 
dale's  first  floor  last  week  might  have 
been  offered  a  monogrammed  gold- 
colored  purse  flask  holding  1  ounce  of 
a  Ralph  Lauren  fragrance,  a  tintype- 
like Americana  photo  taken  on  the 
spot  of  herself  in  Gay  Nineties  attire, 
or  even  scented  coathangers.  Pioneer- 
ed by  top-of-the-line  Estee  Lauder  as  a 
market  builder,  G-with-P  has  become 
little  more  than  a  method  of  discount- 
ing in  an  industry  that  normally  does 
not  mark  down  its  prices.  Today  fully 
one-third  of  all  women's  cosmetics 
sales  are  done  on  a  G-with-P  basis  in 
department  stores. 

What  it  all  adds  up  to  is  simply  that 
the  industry  that  sells  you  hope  in  a 
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jar  has  become  overcrowded.  Its  mar- 
kets look  saturated  and  its  distribu- 
tion channels  appear  to  be  shifting 
fundamentally.  With  producers  like 
Lever  and  Kayser-Roth  turning  in- 
creasingly to  supermarkets,  you  have 


to  wonder  if  commodity  status  can  be 
far  off  for  many  of  the  industry's  prod- 
ucts. Which  would  mean  the  days  of 
high  profitability  are  probably  gone 
except  for  the  odds-defying  blockbust- 
er like  Vanderbilt,  which  is  the  kind  of 


The  battlefield 


product  Charles  Revson  used  to  intro- 
duce regularly.  But  for  the  average 
cosmetics  product,  the  downside  risk 
has  increased  appreciably. 

The  grease  trade  just  can't  hide 
those  wrinkles  anymore.  ■ 


Every  cosmetics  buyer  in  the  country  comes  to  New 
York  twice  a  year,"  says  Blanche  Friedman,  Bonwit 
Teller's  cosmetics  buyer.  "Before  she  goes  out  to 
Brooklyn  to  visit  her  mother,  she  stops  at  Blooming- 
dale's  to  see  what's  new." 

Still  the  premier  battleground  of  the  industry,  nearly 
half  of  the  main  floor  of  Bloomingdalc's  59th  Street 
store  in  New  York  these  days  is  devoted  to  cosmetics. 
The  big  names  are  all  here — Elizabeth  Arden,  Chanel, 
Lancome,  Revlon — jostling  each  other  to  put  their  best 
face  forward.  Manufacturers  still  reckon  that  posh  de- 
partment stores  add  a  vital  luster  to  their  image. 

No  surprise,  then,  that  the  stores  can  use  their  con- 
siderable leverage  to  force  weakling  suppliers  to  foot 
the  bill  for  sales  assistants'  pay,  free  promotional  packs 
and  advertising  campaigns.  According  to  Frank  Shields, 
a  battle-scarred  veteran  of  Revlon  and  Helena  Rubin- 
stein who  has  now  opted  for  the  relative  calm  of 
executive  recruitment,  the  manufacturers  often  find 
more  grief  than  profit  at  department  stores. 

"The  stores  stick  it  to  the  [cosmetics]  manufacturers 
every  way  they  can,"  Shields  says.  "When  they  use  the 
product  in  a  so-called  cooperative  advertisement,  they 
bill  the  manufacturer  the  full  rate,  not  the  discount 
rate  the  newspapers  actually  charge  big  retail  advertis- 
ers. If  they  don't  sell  out  the  products  they  have  or- 
dered, they  will  return  them,  often  so  badly  damaged 
that  they  are  unsalable." 

One  of  the  few  names  that  can  stand  up  to  a  hard- 
driving  department  store  these  days,  industry  gossip 
has  it,  is  Estee  Lauder.  At  Bloomingdale's,  for  instance, 
Lauder  now  controls  about  one-fourth  of  the  total 
space.  Its  main  counter  in  the  high-traffic  area  equals 
Arden's,  Halston's  and  Christian  Dior's  combined  (sec 


diagram),  and  Lauder's  Clinique  and  Lauder/Prcscnp- 
tives  also  have  counters. 

Revlon  is  in  the  middle  of  the  floor,  surrounded  by 
competitors.  Still,  that's  better  than  against  the  wall, 
where  Revlon,  the  former  reigning  monarch,  was  tem- 
porarily moved  only  a  few  years  ago.  Now  Revlon  is 
wholeheartedly  behind  Bloomingdale's  latest  spectacu- 
lar, its  "America  the  Beautiful"  promotion.  Revlon  has 
brought  back  nail  colors  of  the  Forties  and  Fifties,  put 
them  in  red,  white  and  blue  packages  and  called  them 
Revlon  Color  U.S.A. 

Being  part  of  such  promotion  is  one  of  the  conditions 
for  being  there.  Bloomingdale's  doesn't  charge  rent,  but 
that  space  still  costs  the  companies  plenty.  Each  deal  is 
negotiated  separately,  but  common  to  most  is  the 
manufacturer's  agreement  to  supply  free  samples  in 
generous  quantity,  special  displays  and  catalogs,  and 
frequent  discounts,  usually  in  the  form  of  G-with-P 
deals.  Full-page  co-op  ads  in  the  New  )'orP  Times  are  laid 
out  by  Bloomingdale's  with  the  store's  name  on  the 
bottom  of  the  page,  but  the  manufacturer  usually  pays 
the  bill:  $6,370  for  a  typical  seven-column  ad. 

Despite  such  costs,  newcomers  clamor  to  get  in. 
Jacqueline  Cochran,  Inc.  sold  hard-to-get  Blooming- 
dale's to  let  it  launch  Niki  de  Saint  Phalle,  its  new 
fragrance,  there.  Bloomingdale's  clientele,  says  Coch- 
ran's President  Carlo  Bilotti,  can  best  understand  a 
scent  named  after  a  French  avant-garde  artist  and  selling 
for  $160  an  ounce.  Warner  Cosmetics,  with  one  of  the 
hottest  new  lines  in  the  business,  also  campaigned  hard 
to  be  in  Bloomie's.  "Frankly,  we're  selling  the  high-price 
spread,"  says  Paul  Masturzo,  who  heads  Warner's  de- 
partment store  lines.  "Being  in  Bloomingdale's  immedi- 
ately gives  you  the  right  image." — Jon  Schriber 


/  Estee  Lauder 
2.  Elizabeth  Arden 
.i  Charles  of  the  Ritz 
4.  Germaine  Monteil 

5  Etherea.  Norell  (Revlon) 

6  Diane  Von  Furstenberg, 

Madeleine  Mono 

7  Lancome 

8.  Ralph  Lauren 

9.  Revlon 

10.  Borghese 

11.  Christian  Dior 

12.  I  Itima  II 

/.i  Helena  Rubinstein 

14  Haiston 

15  Chanel 

16  Prescriptives  (Lauder) 

17.  Payot 

18.  Orlane 

19.  Yves  Saint  Laurent 

20.  Clinique  (Lauder) 
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Why  is  TWA 
number  one  to  Europe? 

Have  a  seat  and  find  out. 


The  extra  inches  on  our  747 
business  class  seat  add  extra 
comfort  on  a  long  flight.  That's 
one  of  the  reasons  we're 
number  one  to  Europe. 


)ur  Ambassador  Classsm  seat  is  the 
lost  comfortable  business  class  seat 
)  be  had. 

There  are  only  six  of  them  across 
le  Ambassador  Class  cabin  on  all  our 
47's.  With  more  recline,  and  more 
:groom,  than  ever  before. 

UUB 

ewer  seats  and  wider  aisles  add  up  to 
lore  spaciousness  than  any  other 
usiness  class  cabin. 

But  our  seat  is  just  one  of  a  host  of 
masons  we're  the  number  one  host 
cross  the  Atlantic. 

Take  our  Royal  Ambassadorsm 
en/ice.  A  First  Class  that  sets  the 
:andard.  With  free  cocktails,  assorted 
intage  wines  and  brandies,  and  a 
inge  of  entrees  presented  with  a  style 


of  service  that's  warm  and  personal. 

And  after  your  meal,  lie  back  in  a 
Sleeper-Seat,sm  available  on  every  747 
and  L-1011  to  Europe.  It  stretches  out 
when  you  do.  So  put  your  feet  up  and 
get  a  good  flight's  sleep. 

Consider  our  aircraft.  Only  747s 
and  L-1011's,  the  widebodies  people 
prefer.  We  fly  them  nonstop  to  more 
cities  in  Europe  than  anyone. 

We  offer  conveniences  on  the 
ground  too— like  Airport  Express* 

For  First  Class  travel,  our  747 
Sleeper-Seat  reclines  more 
than  ever — a  full 
60  degrees. 


which  can  give  you  all  your  boarding 
passes  in  the  U.S.  So  you'll  get 
through  the  airport  faster  in  London, 
Paris,  and  other  European  cities. 

The  only  planes  we  fly  to  Europe  are  the 
■  widebodies  people  prefer  most — 
theL-1011and747. 


nuM  IWOHLO 


Combine  all  these  reasons  with  a 
thirty-year  tradition  of  service  in  inter- 
national flight,  and  you've  got  TWA  to 
Europe. 

We're  the  number  one  choice  to 
Europe  for  the  seventh  year  in 
a  row.  We  just  wanted  you 
to  know  why. 


You're  going  to  like  us 


Kodak  has  a  new  camera,  but  this  time  the 
independent  photofinishers  can  find  no 
reason  to  say  cheese  and  smile. 


Somber 
development 


next  three  years.  Now  the  bad  news: 
A  new  kind  of  photoprocessing  mini- 
lab,  equipped  in  part  by  Kodak,  is  ex- 
pected to  darken  prospects  for  such 
retail  photofinishers  as  Fox-Stanley 
Photo  Products,  Inc.  and  already  trou- 
bled Fotomat  Corp. 


By  Anne  Bagamery 


F|  irst,  the  good  news:  Kodak's 
new  disc  camera,  which  arrived 
in  stores  with  much  fanfare  in 
May,  is  expected  to  give  photofin- 
ishers a  lot  more  film  to  process  in  the 


Fox-Stanley  Photo  Products  President  Carl  Newton  III 
Not  a  pretty  picture. 


Who  finishes  first? 


To  keep  up  in  a  slow-gtowth  business,  photofinishers  have  had  to 
broaden  distribution  (Fox)  or  get  into  other  businesses  (PCA,  instant 
portraits).  Even  so,  giant  Kodak  still  wins  by  a  mile. 


Earnings  per 

Fiscal 

— Net  income — 

share  (most 

Price  

1981  sales 

(million) 

recent  four 

1981-82 

Company 

(million) 

1981 

1980 

quarters) 

recent 

high 

Berkey  Photo 

$  182 

d  $0.6' 

$1.7* 

d$0.04 

4 

5% 

Fotomat 

257 

2.8 

0.7 

dO.  13 

3 

8 

Fox-Stanley 

165 

5.5 

6.2 

1.41 

12% 

13'/x 

Eastman  Kodak 

10,337 

1,239.0 

1,154.0 

6.99 

83 

87  V* 

PCA  Intl 

178 

5.6 

4.5 

0.36 

S'A 

■16% 

•Before  results  of  discontinued  operations. 

d:  deficit 

Those  two  companies,  together 
constituting  15%  of  the  $2.5  billion 
photofinishing  market,  were  the  pio- 
neers of  kiosks — the  bright  booths  in 
shopping-center  parking  lots  where 
the  shuttcrbug  dropped  off  film  one 
day  and  got  pictures  back  the  next. 
Fotomat's  3,400  yellow-and-blue  ki- 
osks and  Fox  Photo's  900  red-and-yel- 
low  ones  were  supposed  to  be  to  pho- 
tofinishing what  McDonald's  is  to 
hamburgers.  But  they  never  generated 
the  volume  that  spells  high  profits. 
After  a  decade  of  trying  to  get  traffic 
density,  Fox'  average  outlet  is  gather- 
ing 37  rolls  of  20-exposure  film  a  day, 
at  $6  per  roll.  For  that,  Fox  pays  one  or 
two  clerks  to  stand  and  wait  most  of 
the  time.  A  fleet  of  cars  to  take  the 
film  to  and  from  processing  centers  is 
more  overhead.  Fortunately,  San  An- 
tonio-based Fox,  at  $165  million 
(sales)  the  third-largest  independent 
photofinisher  behind  Fotomat  and 
wholesaler  Berkey  Photo,  has  more 
than  kiosks:  over  200  retail  outlets,  a 
6,000-store  dealer  network  and  a 
linkup  with  Hallmark  stores.  That 
mix  helped  it  eke  out  an  1 1 .5%  return 
on  equity  in  the  fiscal  year  ended  Mar. 
31.  Fotomat,  by  contrast,  had  a  return 
on  equity  of  less  than  1%,  and  Ber- 
key's  was  a  negative  1.8%. 

But  minilabs  may  well  strengthen 
the  traditional  outlets  for  photofin- 
ishing— camera  shops  and  drug- 
stores— even  though  the  minilab  ser- 
vice costs  around  $10  a  roll.  Minilabs 
are  bigger  than  kiosks,  and  more  ex- 
pensive to  set  up — averaging 
$200,000,  vs.  $15,000  a  kiosk.  But  the 
tremendous  differential  in  capital  in- 
vestment is  seen — so  far  at  least — as 
worthwhile  because  of  the  promise  of 
volume  business.  With  their  $125,000 
Japanese-made  developing  machines 
and  Kodak  printers,  minilabs  can  pro- 
cess up  to  400  rolls  a  day,  on  site, 
within  one  hour  of  receiving  the  film 
from  the  customer.  Pictures  are  devel- 
oped while  the  customer  is  doing  oth- 
er shopping.  Since  1979  some  1,500 
minilabs  have  opened,  many  tucked 
into  the  back  of  drugstores,  and  have 
taken  as  much  as  4%  of  the  market — 
$100  million.  Analysts  predict  an- 
other 1,000  will  open  next  year. 

The  minilabs  are  appearing  just  in 
time  for  Kodak's  first  new  camera  for 
the  masses  since  the  110  in  1972. 
Photo  volume  usually  surges  in  the 
two  or  three  years  following  a  Kodak 
product  introduction,  and  photofin- 
ishers count  on  those  boom  years  to 
carry  them  through  the  six  or  seven 
lean  ones.  With  minilabs  expected  to 
take  up  to  20%  of  the  market  by  1985, 
the  party  is  spoiled  considerably. 
That's  why  analysts  like  Ty  Govatos 
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America's  strongest  big  bank  is  not  headquartered  in  Chicago.  Of  the  country's 
50  largest  banks,  AmenTrust  is  first  in  the  ratio  of  equity  to  assets.  That's  the  kind 
of  management  that  can  make  a  real  difference  when  you  need  a  strong  financial 
partner.  AmenTrust,  Cleveland,  Ohio. 


LOOKING  FOR  THE  SOLUTION 
WITHOUT  LISTENING  TO  THE  PROBLEM 
IS  WORMING  IN  THE  DARK. 


Too  many  companies  are  more  concerned  with 
talking  about  what  they've  got  than  listening  to  what 
you  need. 

An  attitude  we  can't  afford  at  Sperry. 

Our  business  is  using  advanced  microprocessor 
technology  to  devise  unique  systems  solutions  to  com- 
plex problems  — in  information  processing,  defense 
and  aerospace. 


So  the  first  thing  we  do  is  listen. 

When  you  listen  well,  you  discover  no  two  proll 
are  precisely  alike. 

And  neither  are  the  best  ways  to  solve  them. 

For  industry,  Sperry  developed  a  computer-aii 
design  system  that  helps  engineers  take  an  ideai  I 
concept,  through  design  and  testing,  to  producti  I 
all  from  a  single  terminal. 


I  pilots,  we  devised  computer-controlled 

tors  that  let  them  practice  landing  anywhere, 
|;any  conditions.  Even  a  pitching,  rolling  aircraft 
in  the  middle  of  the  sea.  At  night. 
|  for  governments  all  over  the  world,  we've  designed 
I  uter-based  systems  that  do  everything  from 
I  ling  earthquakes  to  modeling  whole  economies. 
I  ability  to  listen  may  be  a  non-technological 


talent,  but  it's  an  indispensable  technological  skill. 

If  you're  looking  for  the  best  solution  to  your  problen 
try  speaking  to  people  who  listen  before  they  talk. 

JL 

WE  UNDERSTAND  HOW  IMPORTANT 
IT  IS  TO  LISTEN. 


of  Donaldson,  Lufkin  &  Jenrette,  who 
got  excited  about  photofinishing 
stocks  in  the  past,  are  quieter  now. 
"It's  very  painful  for  me,"  says  Gova- 
tos.  "I  get  a  shot  at  these  guys  once 
every  ten  years  or  so,  and  I  love  to 
recommend  stocks.  But  because  of  the 
minilabs,  I  just  can't  do  it  this  time." 

Some  photofinishers,  seeing  the 
handwriting  on  the  wall,  have  looked 
for  other  ways  to  boost  sales.  Fotomat 
tried  selling  other  products  such  as 
videotapes,  with  disastrous  results. 


Fox  has  stuck  with  photofinishing 
and  pushed  service  instead,  promising 
prints  within  24  hours.  Fox  President 
Carl  Newton  III — grandson  of  the 
company  founder,  who  was  a  friend  of 
George  Eastman — has  further  hedged 
his  bet  by  spending  nearly  $1  million 
to  open  four  minilabs  in  New  Mexico 
and  Texas.  If  they  fly,  he  will  open 
several  more  next  spring.  But  New- 
ton is  reluctant  to  regard  his  array  of 
kiosks  as  obsolete.  "Our  customers 
are  used  to  them,"  he  insists,  "and 


they  appreciate  our  one-day  service." 

One  day  or  one  hour,  the  truth  is, 
photofinishing  is  a  slow-growth,  low- 
profit  business  and  the  introduction 
of  minilabs  makes  it  more  expensive 
to  compete.  The  only  big  beneficiary 
of  Kodak's  new  camera  and  minilabs 
may  well  be  Kodak.  Several  Japanese 
companies  make  the  developer,  but 
$10.3  billion  (sales)  Kodak  sells  the 
camera,  the  film  and  the  developing 
supplies — and  the  $20,000  automatic 
printers  used  in  minilabs.  ■ 


If  the  automotive  side  of  Genuine  Parts 
business  is  recession-immune,  industrial 
parts  should  be  too,  right?  Wrong. 


A  nasty 
little  shock 


By  John  A.  Byrne 

I've  got  only  one  rule," 
says  Wilton  Looney,  CEO 
of  Atlanta-based  $2  bil- 
lion (sales)  Genuine  Parts  Co. 
"Just  don't  surprise  me.  I  don 't 
like  surprises,  even  if  they're 
good.  They  only  mean  you 
don't  know  what's  going  on." 

Unfortunately  for  Looney, 
a  tall,  lean  63-year-old  who 
wears  flashy,  gold,  company 
cuff  links  studded  with  dia- 
monds, the  year  so  far  has 
been  exactly  what  he  doesn't 
like.  For  the  first  time  since 
Genuine  diversified  into  the 
industrial  parts  business  in 
1976,  that  division  has  taken 
a  dive  in  sales  and  profits. 

Surprise?  Most  people 
would  expect  any  industrial 
company  to  be  down  in  a  re- 
cession. Not  Looney.  He 
thought  his  industrial  parts 
business  was  immune  to  re- 
cession, just  as  his  auto  re- 
placement parts  operation 
has  been  throughout  most  of 
its  55-year  history.  His  the- 
ory was  that  industrial  con- 
cerns would  buy  replace- 
ment parts  in  down  times 


Genuine  Parts  CEO  Wiltvn  Lootity 

"What  we  try  to  sell  is  one  thing — service." 


rather  than  new  machinery,  just  as 
motorists  defer  buying  new  cars  in 
favor  of  fixing  up  the  ones  they  al- 
ready have.  Looney  even  acquired  a 
Michigan-based  industrial  parts  dis- 
tributor in  1979,  hoping  to  further 
build  the  division.  "We  were  lucky 
enough  to  buy  in  Detroit  just  when 
things  slowed  down,"  he  says  with  a 
rueful  laugh. 

What  Looney  didn't  foresee  was  the 
depth  of  this  recession.  "We  studied 
(the  industrial  parts]  business  from 
one  end  to  the  other,  and  it  never  had 
a  downturn  in  30  years,"  he  says.  "But 
it's  tough  right  now  with  so  many 
plants  and  factories  either  closed,  par 
tially  closed  or  running  at  half  speed."1 
Result:  Industrial  parts,  which  ac- 
counted for  22%  of  sales  in 
1981,  has  halved  the  com 
pany's  normal  growth  in 
earnings  to  6%  in  the  first  six 
months  from  GP's  customary 
12%-to-15%  rise.  Looney 
doesn't  expect  things  like 
that.  After  all,  GP's  five-yean 
average  return  on  equity  ol 
21%  ranks  it  among  the  top 
four  most  profitable  concerns 
in  the  overall  auto  parts  busi- 
ness. Its  ROE  last  year  was 
more  than  triple  that  of  the 
two  other  publicly  owned 
auto  parts  distributors,  Re- 
public Automotive  Parts  anc 
Mid-America  Industries. 

The  reason  for  this  spar- 
kling record:  Looney  general 
ly  gets  few  surprises  in  his 
auto  parts  business,  which 
continues  to  drive  the  com 
pany  forward  in  good  time; 
and  bad.  Genuine  distribute; 
nearly  100,000  different  giz 
mos  for  cars  and  truck; 
through — and  this  is  the  bes 
part — 72  distribution  center; 
affiliated  with  the  Nationa 
Auto  Parts  Association,  i 
marketing  group  first  assem 
bled  in  1925  by  parts  distrib 
utors  all  over  the  country 
About  85%   of  GP's  aut» 
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Let's  call 

Barclay  s  American  / 
Business  Credit." 


What  resourceful  developers 
say  when  they  need  money, 
fast. 

In  a  high-leverage  business  like  real  estate  develop- 
ment, when  you  need  money,  you  need  money  fast. 

We're  Barclays  American/Business  Credit.  We  can 
probably  meet  your  funding  needs  more  quickly  and 
completely  than  anyone  else.  More  to  the  point,  our 
resources  and  experience  usually  produce  a  commit- 
ment in  less  than  30  days. 

Our  first  mortgage  loans  can  give  you  time  to  locate 
the  best  permanent  financing  available.  Our  second 
mortgage  loans  can  provide  working  capital  for  your 
new  project.  And  forward  commitments  can  open  the 
door  for  competitive  pricing  from  construction  lenders. 

Loans  start  at  $1  million.  Terms  are  very  competitive. 
And  no  "kickers."  We  don't  want  to  be  your  equity 
partner,  just  your  lender. 

Give  our  Real  Estate "Di vision  a  call. 


Business  Credit 


An  affiliate  of 


BARCLAYS 
Bank 


Service  is  the  difference  between  our  money  and  other  money. s" 

Offices  located  nationwide. 

Corporate  Headquarters:  1 1 1  Founders  Plaza.  East  Hartford.  CT  06108,  (203)  528-4831 


parts  output  carries  the  NAPA  brand 
name.  The  distribution  centers  sell 
the  parts  to  5,200  NAPA  jobbers  who, 
in  turn,  sell  to  your  local  auto  me- 
chanic. GP  itself  owns  55  of  the  72 
distribution  centers  and  350  of  the 
jobbing  stores. 

So,  although  it  has  only  5%  of  the 
overall  auto  replacement  market,  it 
has  some  85%  of  NAPA  sales.  Genu- 
ine got  into  this  dominant  position  by 
growing  alongside  the  NAPA  net- 
work. GP  founder  Carlylc  Fraser  (who 
hired  Looney  in  1938  at  the  age  of  19 
for  $15  a  week)  was  instrumental  in 
organizing  the  association  in  the 
1920s.  Now  the  company  expects 
each  NAPA  jobber  to  buy  the  majority 
of  his  inventory  from  Genuine — most 
buy  up  to  85%  or  90% .  If  a  jobber  falls 
below  that  minimum,  GP  might 
think  about  opening  another  NAPA 
account  close  by.  Jobbers  who  support 
the  system  get  exclusive  rights  to 
NAPA  products,  little,  if  any,  NAPA 
competition,  and  lots  of  service. 
"What  we  try  to  sell  is  just  one  thing, 
and  that's  service,"  says  Looney,  be- 
tween sips  of  coffee  from  a  NAPA 
plastic  cup.  "From  the  very  beginning, 
we  said  we  will  offer  our  customer 
everything  he  needs  to  be  in  the  parts 
business,  and  that's  what  we  do." 

For  example,  the  company  guaran- 
tees overnight  delivery  to  virtually  ev- 
ery customer;  that  means  a  jobber  can 
save  money  by  keeping  his  inventory 
low.  GP  agrees  to  take  back  obsoles- 
cent stock  at  no  cost  except  freight.  It 
may  find  a  building  for  a  new  jobber, 
furnish  a  lease  for  him  or  even  keep  his 
books  (1,100  stores  take  advantage  of 
this)  for  a  fee  of  1%  to  1.5%  on  sales. 

With  the  healthy  business  he  has  in 
auto  parts,  why  did  Looney  want  to 
diversify?  In  the  late  Sixties  and  early 
Seventies,  he  points  out,  the  FTC  was 
investigating  GP's  market  share  in 
auto  parts.  "Fortunately,  they  never 
saw  fit  to  make  any  charges,"  he  says. 
But  to  protect  itself,  the  company  de- 
cided to  pursue  diversification.  Be- 
sides acquiring  the  industrial  parts 
business  in  1976,  it  picked  up  an  office 
supplies  firm  in  1975  that  today  has 
more  than  S150  million  in  sales  and 
better  than  a  20%  return  on  invest- 
ment. Overall,  about  35%  of  sales  are 
in  nonautomotive  operations,  com- 
pared with  only  10%  a  decade  ago. 

All  the  new  businesses,  however, 
have  one  thing  in  common:  They  dis- 
tribute, rather  than  manufacture. 
"We  get  nervous  with  anything  that 
goes  up  and  down,"  says  Looney,  "and 
generally  when  you  get  into  the  origi- 
nal equipment  end,  it's  cyclical.  I'm  a 
little  bit  too  nervous  for  that  type  of 
thing."  Too  many  surprises.  ■ 


Thanks  to  smart,  aggressive  poultry  proces- 
sors, people  are  eating  more  chicken  now 
than  ever  before.  That  trend  has  beef  and 
pork  producers  worried. 


Sleepless  nights 
in  Iowa 


Wall-to-wall  poultry  in  one  of  Holly  Farms'  North  Carolina  chicken  houses 
Plenty  of  vitamins  and  protein  in  the  computer-formulated  feed  mix. 


By  Jeff  Blyskal 


T|  his  is  usually  the  stuff  ranch- 
ers chew  the  fat  over:  Last  year 
each  American  consumed  77 
pounds  of  beef,  64  pounds  of  pork  and 
52  pounds  of  chicken.  Investors  and 
businessmen  would  do  well  to  study 
these  numbers,  too.  Over  the  past  de- 
cade they  have  changed  significantly. 
Since  1970  per  capita  consumption  of 
beef  is  down  8%,  while  pork  is  level. 
Then  there's  chicken,  up  an  impres- 
sive 30%. 

Why?  The  nation's  poultry  proces- 
sors have  slowly  and  quietly  become 
sophisticated  marketers.  What's 
more,  with  present  economies  in 
place,  the  $12  billion-a-year  poultry 
industry  should  make  further  gains 
over  the  next  decade  that  would  move 
per  capita  chicken  consumption  be- 


yond that  of  pork,  and  could  even 
threaten  beef's  once-solid  number  one 
position.  This  is  making  for  more 
than  a  few  sleepless  nights  on  cattle 
and  hog  farms  in  Texas  and  Iowa. 

There  are  two  forces  behind  chick- 
en's success — nutrition  and  price. 
"Our  product  is  high  in  protein  and 
low  in  fat,"  says  John  Phillips,  presi- 
dent of  ConAgra's  poultry  business, 
which  last  year  killed  some  237  mil- 
lion birds.  A  hundred  grams  of  cooked 
beef,  for  example,  contains  387  calo- 
ries, 23%  protein  and  32%  fat,  accord- 
ing to  the  USDA.  Pork  has  about  the 
same  breakdown.  An  equivalent 
amount  of  chicken  (including  the  fatty 
skin)  contains  only  232  calories,  26% 
protein  and  13.5%  fat.  "When  you 
look  at  studies  that  say  the  incidence 
of  colon  cancer  is  greater  for  people 
who  eat  red  meat,"  says  Maryland- 


172 


FORBES.  OCTOBER  25,  1982 


Bob  Rathert 

your  brewery's  ready/' 


Capacity  doubled,  on  time  and 
under  budget. 

Bob  Rathert,  Plant  Manager  of 
Anheuser-Busch's  Williamsburg,  Va., 
brewery  got  his  expansion  as  quickly 
and  economically  as  he  did  because 
:wo  men  formed  an  unusual  partner- 
ship. This  is  the  story  of  that 
oartnership. 

Ask  the  folks  at  The  H.K.  Ferguson 
Company  (the  Morrison-Knudsen 
subsidiary  that  designed  and  built 
he  expansion),  and  they'll  tell  you 
.en  Mooradian's  favorite  word  is 
why."  They  swear  he's  the  "toughest 
questioner  in  the  business'.' 
\  Ask  Len  Mooradian,  the  Anheuser- 
Busch  Group  Project  Manager 
•  esponsible  for  the  Williamsburg 
expansion,  and  he'll  tell  you  his  favorite 
vord  is  "anticipate!'  Asking  why  is 
his  means  to  that  end. 

As  M-K/ 
HKF's  Williams- 
ourg  Project 
Director  Bob 
yiulryan  says, 
When  Len 
)kays  an  idea, 
ou  know  it's 
i  good  one. 
He's  a  brilliant 
ditor'.' 

If  Mooradian 
»/as  the  project's 
ditor  Mulryan  was  its  author.  He 
iegan  planning  the  day  engineering 


Len  Mooradian 


was  authorized,  and  immediately 
encountered  two  problems. 

The  first  was  time.  Construction 
had  to  start  within  six  months  and  end 
within  32.  The  second  was  space. 
The  expansion  had  to  be  built  around 
the  existing  brewery  without  inter- 
fering with  operations. 

Mulryan  dealt  with  the  first  by  pro- 
jecting critical  paths  for  every  aspect 
of  the  job  His  solution  for  the  space 
problem— conceived  by  juggling 
plastic  foam  models  of  new  and 
existing  components— was  to  start 
simultaneously  in  three  places. 


His  partner  endorsed  this  idea 
enthusiastically-after  a  hundred  or 
so  questions. 

The  project's  scope -over  3,000 
engineering  drawings,  10,000  instru- 
ments, 3,000  control  valves,  16 
programmable  logic  controllers,  10 
twenty-ton  storage  silos  and  14  month 
procurement  lead  times -required 
tenacious  management  for  Len  and 
Bob  and  blunt  communications 
between  them. 

"Often  with  the  door  closed',' 
recalls  Bob. 

"What  was  felt  got  said','  grins  Len. 

It  paid  off.  Anheuser-Busch  gained 
needed  new  capacity  fast.  M-K/HKF 
showed  again  why  it's  known  as  "The 
Repeat  Builder."  And  Bob  and  Len 
proved  anew 
that  two  heads 
are  better 
than  one. 

If  you're 
planning  an 
industrial  proj- 
ect that  you 
need  on  time 
and  budget, 
call  Morrison-  *  '  * 

Knudsen'S  Bob  Mulryan 

CEO,  Bill  McMurren,at(208) 
386-6700.  He'll  get  the  right  people 
to  your  office  PDQ. 

They'll  tell  you  how  we  can  shave 
dollars  and  days  off  your  project,  and 
they'll  take  no  more  than  one  half  hour. 


MORRISON-KNUDSEN  COMPANY,  INC. 

Boise,  Idaho  83729 


Engineers,  Builders.  Developers.  Managers,  Equal  Opportunity  Employers. 


We  doubled  our  audience  of  Senior  Executives 
in  European  companies  with  250-plus  employees 
An  increase  of  50%  over  1980. 


NATIONAL 


^SbTjCQS  yV  l******  ~  '  Our  audience  is  distributed 

Bll  S>  1^  throughout  Europe 

not  concentrated  in  one  country. 
And 

We  have  the  lowest  cost-per-reader— 
Both  black/white  and  4-color. 


1982  EUROPEAN  BUSINESSMAN  READERSHIP  SURVEY 


INCREASE 
'82  OVER '80 

'82  AUDIENCE 
TOTAL      EX.  U.K. 

COST  PER  READER 
BLACK/WHITE  4-COLOR 
TOTAL     EX.  U.K.  TOTAL  EX.  U.K. 

BUSINESS  WEEK  INTERNATIONAL 

50% 

23,809 

16,790 

$.12 

$.17 

$.18 

$.26 

ECONOMIST 

5 

17,240 

8,895 

.35 

.41 

.54 

.53 

FINANCIAL  TIMES 

7 

43,148 

13,897 

.56 

.71 

.82 

.86 

FORTUNE 

8 

12,417 

9,919 

.32 

.41 

.49 

.62 

HARVARD  BUSINESS  REVIEW 

11 

16,985 

12,906 

.31 

.40 

.42 

.56 

INTERNATIONAL  HERALD  TRIBUNE 

5 

6,310 

5,354 

3.30 

3.89 

7.73 

9.11 

INTERNATIONAL  MANAGEMENT 

18 

21,970 

15,722 

.21 

.29 

.30 

.42 

NEWSWEEK  INTERNATIONAL 

39 

16,160 

12.707 

.47 

.53 

.80 

.90 

TIME 

4 

20,404 

17,231 

.69 

.71 

1.08 

1.11 

Cost  efficiencies  based  on  full  page  62  Europe  or  EX.  U  K 

edition  rates. 

where  applicable. 

If  we  don't  acknowledge  this,  who  will? 


m 


The  worldwide  business  weekly 


Call: 

ATLANTA:  (404)  252-0526,  BOSTON:  (617)  262-1160,  CHICAGO:  (312)  751-3700.  CLEVELAND:  (216)  781-7000.  DALLAS:  (214)  742-1747.  DENVER:  (303)  825-6731.  DETROIT:  (313)  352-9760. 
HOUSTON:  (7131  462-0757  LOS  ANGELES:  (213)  487-1160.  MINNEAPOLIS:  (612)  332-7425.  NEW  YORK:  (212)  997-6868.  PHILADELPHIA:  (215)  496-3800.  PITTSBURGH:  (412)  227-3640. 
ST.  LOUIS:  (314)  227-1600  SAN  FRANCISCO:  (415)  362-4600.  STAMFORD:  (203)  359-2860.  WASHINGTON:  (202)  624-1265 


Our  world  renowned  property  loss  prevention  technology 
will  help  keep  disaster  from  striking. 


Allendale  Insurance 

World  leader  in  loss  prevention  engineering  for  commercial 
and  industrial  property,  and  member  of  the  Factory  Mutual  System. 

Allendale  Insurance,  Allendale  Park.  Johnston.  RI  02919 
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This  year  marks  the  centennial  of 
diplomatic  relations  between 
the  United  States  and  the  Republic 
of  Korea. 


Ringing  Out  the  News  of 
Business  Friendships  that  Really  Work 


One  important  part  of  The  Lucky  Group's  35 -year 
tradition  is  making  mutually  beneficial  business 
partnerships  that  really  work.  This  includes  more 
than  a  dozen  of  Korea's  most  highly  successful  joint 
ventures  and  technical  tie-ups,  and  now  it  extends 
to  investment  overseas  in  new  manufacturing 
subsidiaries. 

Through  its  work  in  chemicals,  semiconductors 
and  computers,  electronics  and  communications, 
energy  and  resources,  insurance  and  securities,  and 
public  services,  The  Lucky  Group  has  rung  up  a 
fine  record  of  growth,  a  good  indication  of  how 


well  our  programs  of  cooperation  -  and  research 
and  development  —  are  doing. 

Keep  listening  and  you'll  hear  more  of  The 
Lucky  Group  ringing  out  the  great  changes  that 
are  coming  to  the  industries  of  not  only  Korea  but 
the  world.  . 

For  more  information  contact  our  trading 
house,  Bando  Sangsa  Co.,  Ltd.,  537  Namdaemun- 
ro  5-ga,  CPO  Box  1899,  Jung-gu,  Seoul  100, 
Korea.  Phone:  771-32,  Cable:  FOURCLOVER 
SEOUL,  Telex  K27266,  K27470. 


Transforming  dreams  i 


Loading  chicken  feed 


Inoculating  baby  chicks 


— ft.;-  ' 


Inspecting  plucked  birds 


based  processor  Frank  Perdue,  "peo- 
ple get  concerned." 

Meanwhile,  look  at  what  has  hap- 
pened to  prices.  Since  1955  the  retail 
price  of  pork  has  more  than  doubled 
and  beef  prices  have  more  than  tri- 
pled, but  chicken  prices  are  up  only 
31%.  That  means  the  poultry  indus- 
try is  a  virtual  textbook  study  of  how 
efficient  management  and  creative 
promotion  can  increase  profits  and 
serve  consumers  better. 

"Vertical  integration  has  been  the 
primary  factor  in  achieving  the  effi- 
ciencies we  have,"  says  Harold 
Chitwood,  head  of  the  $400  million-a- 
year  poultry  division  of  Atlanta's 
Gold  Kist  farmers'  cooperative.  Poul- 
try processors  like  Gold  Kist  and  oth- 
er industry  giants  (see  chart,  p.  179) 
now  control  almost  every  phase  of  the 
business,  from  hatching  the  biddies — 
baby  chicks — that  contract  farmers 
raise,  to  milling  and  mixing  their  own 
feed.  They  also  slaughter  and  cut  up 
the  full-grown  broilers,  package  and 
deliver  chicken  parts,  cutlets  and 
whole  birds  to  supermarkets,  and  pro- 


cess deboned  meat  to  make  chicken 
hot  dogs,  bologna,  salami,  patties  or 
Chicken  McNuggets  for  McDonald's. 
"This  business  is  made  up  of  thou- 
sands of  hundredths-of-a-cent  per 
pound,  and  if  you  can  gain  a  couple 
hundredths  of  a  cent  by  improving 
one  step  of  the  operation,  you  have  an 
advantage,"  says  Bill  Rusch  of  the 
Federal  Co.'s  $668  million  Holly 
Farms  division. 

Breeding  better  chickens  has  gener- 
ated tremendous  gains,  too.  "In  the 
Fifties,  it  took  16  weeks  to  produce  a 
3-pound  chicken,"  says  Perdue.  "Now 
we  get  a  4-pound  bird  in  just  7Vi 
weeks."  Adds  Don  Tyson,  chief  ex- 
ecutive of  Arkansas-based  Tyson 
Foods,  "Some  of  our  experimental 
work  has  produced  6-pound  chickens 
in  6  weeks."  Unfortunately,  that  hef- 
ty fowl  is  not  yet  cost  effective. 

Broilers  today  also  require  less  feed. 
It  now  takes  2  pounds  of  the  stuff  to 
produce  1  pound  of  meat,  half  the 
conversion  ratio  of  the  early  Fifties. 
How  come?  With  the  addition  of  vita- 
mins A  and  D,  for  example,  broilers 


don't  bum  off  weight  running  around 
in  the  sunshine — they  can  stay  in  the 
coop.  In  addition,  young  chicks  that 
need  high  protein  meal  and  older  ones 
that  require  more  calories  get  tailor- 
made  feed.  Tyson  chickens  are  fed 
four  different  computer-formulated 
feed  mixes  over  their  eight-week  lives 
for  optimum  growth. 

The  processors  grew  rapidly  over 
the  years  through  acquisition,  usually 
during  the  low  end  of  the  three-to- 
four-year  chicken  cycle  when  over- 
production pushes  prices  down  and 
intensifies  competition.  Twelve  of 
Tyson's  14  processing  plants,  for  ex- 
ample, were  acquired  from  troubled 
smaller  firms.  On  the  present  down- 
side of  the  cycle,  Gold  Kist  has  bought 
Swift's  630,000-head-per-week  Doug- 
las, Ga.  facility.  ConAgra  and  Imperi- 
al Foods  Ltd.,  meanwhile,  have 
formed  a  joint  venture,  making  the 
combination  the  largest  producer  in 
the  country.  Consolidation  of  the 
business  put  additional  economies  of 
scale  into  slaughterhouse  operations. 

That  means  much  of  the  22-minute 
processing  operation — killing,  de- 
feathering,  eviscerating,  debeaking — 
has  been  automated,  reducing  the  la- 
bor cost  of  the  job.  Most  of  the  cutting 
of  the  chicken  into  parts,  which  used 
to  be  done  at  the  supermarket,  now 
takes  place  at  the  plant.  That  allows 
for  more  efficient  distribution  and  re- 
duces the  waste  of  unwanted  parts, 
since  demand  sometimes  differs  from 
region  to  region  and  even  neighbor- 
hood to  neighborhood.  New  York,  for 
example,  is  a  big  breast  market,  while 
the  South  prefers  legs.  Beyond  that, 
cutting  chicken  into  parts  shifts  prof- 
its to  the  processors:  Whole  chicken 
costs  about  59  cents  a  pound,  legs  go 
for  89  cents,  breasts  $1.29  and  de- 
boned  cutlets  $2  and  up. 

In  the  late  Sixties,  chicken — once 
simply  a  commodity  to  consumers — 
became  a  brand  item.  California's 
Foster  Farms  was  one  of  the  first  to 
put  its  name  on  the  generic  model  and 
begin  heavy  advertising.  Then  Frank 
Perdue  tried  it  on  the  East  Coast  and 
now  spends  "seven  figures"  annually 
on  highly  productive  television  and 
newspaper  ads  to  separate  his  "oven 
stuffers"  from  all  the  rest.  "Frank  gets 
a  lot  more  money  for  his  chickens  by 
doing  that,"  says  Tyson. 

These  factors  have  combined  to  put 
the  screws  on  beef,  a  rivalry,  of 
course,  as  old  as  man's  appetite.  "But 
we've  faced  more  intense  competition 
in  the  last  several  years,"  explains 
Tom  McDermott  of  the  National  Live 
Stock  &  Meat  Board.  "The  poultry 
people  have  really  gotten  their  act  to- 
gether." Consequently,  the  NLMB 
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Our  commitment  to 
America  plus  our  worldwide 
expertise  is  what  makes 
us  the  key  Swiss  bank. 


The  World  Trade  Center,  an  appropriate  location 
for  Swiss  Bank  Corporation's  American  headquarters. 


America's 
dynamic  business  commu 
nity  holds  an  undeniable 
position  of  strength  and 
respect  throughout  the 
world.  Which  is  why 
Swiss  Bank  Corporation, 
one  of  the  world's  pre- 
mier financial  institutions, 
is  deeply  committed  to 
America. 

Since  1872,  it 
has  been  our  philosophy 
to  act  as  a  global  resource  for  a  vast  range  of  banking  services.  And  all 
of  these  services,  backed  by  our  unmatched  expertise,  are  at  the 
disposal  of  our  American  clients. 

With  a  network  of  offices  in  New  York  City,  Chicago,  San 
Francisco,  Atlanta,  Houston  and  Los  Angeles,  over  1,100  Swiss  Bank 
Corporation  employees  provide  prompt,  personal  attention  in  all  areas 
of  banking  from  foreign  exchange  to  letters  of  credit. 

So,  if  you're  interested  in  an  international  bank  that's  both 
innovative  and  attentive 


to  your  needs  on  and  off 
shore,  consider  the  key 
Swiss  bank.  We're  com- 
mitted to  bringing 
America  a  whole  world 
of  banking  expertise. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Swiss  bank. 


General  Management  in  CH-4002  Basle,  Aeschenvorstadt  1 ,  and  in  CH-8022  Zurich,  Paradeplatz  6  Main  Office  U.S.A.:  New  York,  Four  Woi 
Trade  Center,  10048,  212/938-3500  Branches:  Chicago,  150  S.  Wacker  Drive,  60606,  312/346-0350  and  San  Francisco,  120  Montgomery  [ 
94104.  415/434-2640  Agency:  Atlanta,  235  Peachtree  St.,  N.E.  30303.  404/522-1600.  Representative  Offices:  Houston,  One  Allen  Cent* 

77002  713/658-0561,  Los  Angeles.  800  W  Sixth  St.,  90017,  213/489-5900. 


Rulers  of  the  roost 

After  all  the  merging  and  acquiring  that  has  gone  on,  these 

are,  at  the 

moment,  the  ten  largest  chicken  producers  in  the  U.S.  ConAgra's  joint 

venture  with  Imperial  Foods  moves  the  combination  into  first  place. 

1981  production 

Diras 

(million  pounds, 

slaughtered^ 

Company 

live  weight) 

(million) 

ConAgra/C-P  Ltd"  (NYSE) 

1,700 

452 

Holly  Farms  (subs.  Federal  Co.)  (NYSE) 

1,300 

347 

Gold  Kist  (cooperative) 

1,100 

293 

Perdue  Farms  (private) 

850 

227 

Lane  Processingt  (private) 

700 

187 

Tyson  Foods  (o-t-c) 

600 

160 

Valmac  Industriest  (Amex) 

575 

153 

Central  Soya  (NYSE)" 

500 

133 

Foster  Farms  (private) 

490 

131 

Pilgrim  Industries  (private) 

480 

128 

*C-P  Ltd  is  joint  venture  with  Imperial  Foods  Ltd 

tThe  Lane  family  has  an  80%  controlling  interest  in 

Valmac  Industries  tEstimate. 

Source  Broiler  Industry  Magazine 

\olly  Farms'  Wilkesboro,  N.C.  chicken  disassembly  line 
rom  here,  breasts  north  to  New  York,  legs  south  to  Atlanta. 


has  boosted  beef  promotion  expendi- 
tures 700%  this  year,  to  $7  million, 
and  will  likely  up  that  to  $12  million 
next  year.  Their  message:  that  beef  is 
worth  the  higher  price.  "Folks  used  to 
say,  'Beef  is  a  staple.  We  don't  need  to 
promote  it,'  "  says  McDermott.  "You 
don't  hear  much  of  that  talk  today. 
We  can't  take  the  market  for  granted 
anymore." 

There  are  those  who  think  poultry 
has  actually  plateaued.  "It  will  equal 
or  surpass  pork  by  1990,"  says  Ernest 
Charron,  Chase  Manhattan's  in- 
house  consultant  for  agricultural 
lending.  "But  per  capita  chicken  con- 
sumption will  only  grow  four  or  five 
more  pounds."  Harvard  professor  and 
agricultural  economist  Ray  Goldberg 
agrees.  "Consumers  can  only  eat  so 
much  chicken  per  week." 

Of  course,  chicken  people,  like  Hol- 
ly Farms  President  Francis  Garvin, 
see  things  differently:  "Our  consumer 
studies  show  households  that  buy 
chicken — 50%  to  60%.  of  the  coun- 
try— buy  it  only  twice  a  month. 
There's  room  for  improvement." 
What's  more,  even  if  scientists  devel- 
op new  breeds  of  lower-fat,  higher- 
efficiency  cattle  and  hogs,  chickens 
still  have  a  biological  edge:  "When 
you  breed  poultry,  you're  dealing  with 
a  much  faster  generation,"  explains 
Wentworth  Hubbard  of  Merck  & 
Co.'s  Hubbard  Farms  poultry  breeding 
subsidiary.  "And  you're  working  with 
masses  of  animals,  which  increases 
the  chances  of  developing  a  faster- 
growing  chicken.  Just  on  a  purely  eco- 
nomic basis,  it's  too  expensive  to  deal 
with  the  same  number  of  cattle." 

Poultry  breeders,  in  fact,  soon  will 
not  have  to  wait  even  the  few  weeks  it 
now  takes  to  discover  a  chicken's 
growth  rate.  Some  of  Hubbard's  re- 
searchers are  learning  to  "read" 
chicken  blood  serum  for  fast  growth 
traits,  which  should  speed  up  the  gen- 
erations considerably.  It's  part  of  the 
reason  that  Hubbard  expects  poultry 
consumption  to  match  beef  consump- 
tion around  1990. 

The  chicken  industry's  greatest  as- 
set, however,  may  be  an  ability  to 
convert  feed  into  protein.  It  takes  four 
times  more  grain  to  make  a  pound  of 
choice  beef  than  chicken.  The  compe- 
tition could  change — and  there's  al- 
ways the  chance  poultry  processors 
will  begin  resting  oi  their  impressive 
laurels.  There  are  other  ways  to 
squeeze  even  more  nutrition  from  the 
world's  resources.  A  switch  to  soy- 
based  protein,  for  example,  would  re- 
quire a  considerable  change  in  the 
U.S.  appetite,  but  that's  not  an  impcs- 
siblity.  Remember  all  those  steaks 
folks  used  to  eat  back  in  1970?  ■ 


)RBES,  OCTOBER  25,  1982 


179 


THE  1982  FORBES 
INDUSTRIAL  DEVELOPMENT 
ADVERTISING  SECTION 


The  advertisers  in  this  special  section  are  offering  valuable  industrial  site  and  area  developmer 
literature  free  and  without  obligation  to  those  FORBES  readers  who  are  involved  with  new  offic 
or  plant  site  selection  for  their  companies. 

Determining  the  best  available  new  site  for  industrial  expansion  or  relocation  of  facilities  requires 
thorough  analysis  and  careful  comparison  of  a  considerable  number  of  important  factors.  Th 
purpose  of  this  FORBES  section  is  to  make  it  easier  for  you  to  obtain  such  information.  Th 
advertisers  appearing  on  these  pages  are  eager  to  send  you  literature  to  assist  in  your  investig* 
tions.  Their  brochures  and  other  information  will  provide  you  with  much  important  data. 

To  order  any  of  the  literature  offered,  refer  to  the  postage-paid  card  at  the  end  of  the  sectioi 
Simply  circle  the  numbers  listed  which  correspond  to  the  advertisers  who  interest  you  and  fill  i 
your  name,  title,  company,  and  address.  Your  request  will  be  processed  by  FORBES  an 
forwarded  to  the  appropriate  advertisers.  They  will  mail  their  literature  to  you  directly.  Please  alio 
a  reasonable  time  for  processing. 


ARIZONA— Kingman 

POISED  FOR  TAKEOFF 
Mohave  County  Airport 
Industrial  Park 

All  systems  are  GROW  at  Mohave  County  Airport 
Industrial  Park.  Arizona  state  taxes  encourage  business. 
Transportation — air,  rail,  or  road — is  convenient.  From 
Kingman,  you  can  tap  all  the  booming  Southwest  mar- 
kets. Labor  is  both  skilled  and  abundant  in  this  right- 
to-work  state.  Everyone  wants  to  live  and  work  in  this 
temperate  climate  with  its  many  lakes  and  mountains, 
where  there  is  plenty  of  year  round  golf  and  tennis. 
Best  of  all  is  the  Airport  Industrial  Park,  with  lighted, 
hard-surface  runways,  all  utilities,  and  choice  sites.  If 
your  business  is  ready  to  take  off,  we  have  the  perfect 
launching  pad.  Send  for  our 
free  brochure  by  circling  our 
number  on  the  card,  or  write: 
Mr.  Bob  Riley,  Airport  Man- 
ager, Mohave  County  Airport 
Authority,  Inc.,  P.O.  Box 
4046,  Kingman,  AZ  86401. 


ARIZONA— Metro  Phoenix 

Choosing  a  new  corporate 
home?  Consider  Phoenix. 

Our  pluses  are  impressive:  a  wide  range  of  sites,  relia 
water  and  power  supplies,  tax  exemptions  on  manufact 
ers'  inventories  and  a  state  Right-to-Work  law,  not 
mention  an  unsurpassed  climate  and  Sun  Belt  locati 
that's  just  an  overnight  trip  from  30  million  West  Co, 
prospects.  These  are  just  a  few  of  the  reasons  that  com] 
nies  like  Greyhound,  American  Express,  Best  Western  a 
Digital  Equipment  Corporation  are  proud  to  call  Phoei 
home.  If  they're  not  enough  to  convince  you,  send  for  c 
free  brochure,  Economic  Assets  of  Metropolitan  Phoenix 
circling  our  number.  It's  filled 
with  hard  facts  that  can  help 
make  a  hard  decision  easy.  And, 
of  course,  your  request  will  be 
held  in  the  strictest  confidence. 


Salt  River  Project 

WATER  ♦  POWER 


of  Metropolit 
Phoenix 


1 
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70NA — Tucson 

ie  man  from  T.U.C.S.O.N. 
divers. 

man  from  T.U.C.S.O.N.  has  a  secret  weapon  for 
r  recruiting  arsenal.  It's  a  fringe  benefit  package 

attracts  quality  personnel  and  keeps  them.  A  mag- 
:ent  climate  for  year-round  outdoor  living.  Golf, 
nis.  Resident  arts  companies.  Theatre.  Symphony, 
ra.  A  major  university  and  community  college  sys- 

provide  a  skilled  labor  pool.  There's  more.  Like 
exempt  revenue  bonds  and  no  franchise  tax.  And 
:ona  has  constitutionally  mandated  right-to-work 
utes  and  zero  inventory  tax.  Call  or  write  Bill 
ihenson,  Executive  Director.  He'll  deliver  your 
ge  benefit  package.  Tucson  Economic  Development 
poration — A  joint  effort 
he  city  of  Tucson,  Pima 
incy  and  the  Tucson 
mess  community.  465 
it  St.  Mary's  Road,  Suite 
,  Tucson,  Arizona  85705 
,)  623-3673. 


ARKANSAS 

Arkansas  Plant  Life: 
It's  Thriving. 

Discover  what  145  of  Fortune's  500  have  already  found 
out:  Arkansas  is  the  perfect  place  for  a  plant.  This 
informative  brochure  tells  you  all  about  our  low  taxes, 
central  location,  available  power,  cost-free  employee 
training  programs,  fresh  air,  clean  water,  mild  climate 
and  helpful  state  government  that's  on  your  side.  For 
more  information,  call  Don  Flanders,  Director,  Arkan- 
sas Industrial  Development  Commission,  (501)  371- 
1121,  or  write  One  State  Capitol  Mall,  Little  Rock, 
Arkansas  72201. 


TISH  ISLES— Isle  of  Man 

n't  it  time  you  discovered 
e  Isle  of  Man? 

in  Britain's  Irish  Sea,  although  not  a  part  of  the 
ted  Kingdom,  and  only  an  hour  and  twenty  min- 
>  flying  time  from  London,  the  Isle  of  Man  has 
:h  to  offer  manufacturing  companies.  Low  taxes, 
srous  Government  grants,  help  with  training  and 
cation  expenses,  excellent  labour  relations,  good 
lmunications  and  transport  facilities,  a  refreshing 
:  of  bureaucratic  red  tape;  the  Isle  of  Man  has  them 

For  your  information  pack  on  one  of  Europe's 
ist-established  yet  developing  communities,  contact 
Bawden,  Secretary,  Industry  Board,  Government 
ces,  Douglas,  Isle  of  Man,  or  use  the  Forbes  reader 
y  service.  Together 
11  help  you  discover  the 

of  Man  and  its  poten- 


Isle  of  Man 


CALIFORNIA— San  Diego 

SAN  DIEGO  IS  ZONED 
FOR  YOUR  SUCCESS. 

Fifty-two  major  corporations  made  the  move  to  San 
Diego  in  the  last  five  years.  Each  had  its  own  reasons 
for  relocating  here.  But  there  were  valuable  competi- 
tive advantages  they  all  agreed  upon:  A  large  and  grow- 
ing work  force.  An  extensive  technology  base  of  suppli- 
ers and  experienced  technicians.  Location  in  one  of  the 
fastest  growing  and  the  second  largest  markets  in  the 
United  States.  Get  all  the  facts  regarding  your  specific 
industry's  future  in  San  Diego.  Get  the  San  Diego  Fact 
Book.  Circle  our  reader 
service  number.  Call 
714/234-8484.  Or  write 
San  Diego  Economic  De- 
velopment Corporation, 
1200  Third  Ave.,  Dept. 
FB-10,  San  Diego,  CA, 
92101. 
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CONNECTICUT 

We  Nourish.  You  Flourish. 

Connecticut,  heart  of  the  market-rich  Northeast,  pack- 
ages prime  locations,  business  and  tax  incentives,  de- 
velopment financing,  high-tech  climate,  and  employ- 
ment training  with  an  exciting  and  gracious  New  En- 
gland lifestyle.  For  a  package  of  details  on  our  package 
of  attractions,  contact  Commissioner  John  Carson, 
Connecticut  Department  of  Economic  Development, 
Room  303,  210  Washington  St.,  Hartford,  CT  06106. 


Bettar  yet  jJI^^^R"%- 

Connecticut  : 


Better  yet 
Connecticut 


GEORGIA 

Nobody  Treats  Business 
Better  Than  Georgia. 

You  get  red  carpet  instead  of  red  tape  when  locatinj 
your  company  in  Georgia.  Georgia  offers  you  a  fiscally 
responsible  government.  A  stable  and  equitable  taj 
structure.  A  proven  work  force.  Technical  training  proi 
grams  tailored  to  your  needs  at  no  cost  to  you.  One 
stop  environmental  permitting.  A  right-to-work  law 
Existing  industry  support.  Progressive  educational  sys 
terns.  A  cost-of-living  factor  and  housing  options  thai 
give  Georgia  an  excellent  living  and  business  climate 
What's  more,  the  Georgia  Department  of  Industry  am 
Trade  offers  business  a  choice  inventory  of  pre-buil 
industrial  facilities  as  well  as  second  generation  build 
ings,  saving  time  and  money.  For  a  copy  of  the  Indus 
trial  Survey  of  Georgia,  and  to  find  out  more  abou 

available  buildings  and  other  BH-! — f^t  

Georgia    incentives,     contact,         B  jk 
Milt     Folds,     Commissioner         I  p^Awindustriai 
Georgia  Department  of  Indus-         BBBTm  s4.rve>'9< 
try  &  Trade;  P.O.  Box  1776; 
Dept.    FB-21;    Atlanta,  GA. 
30301.  |404)  656-3556. 


Hi 


KENTUCKY 

Of  all  the  states 
in  the  running  for  your 
business,  there's  only  one 
that's  run  like  a  business. 

Last  year,  Kentucky  attracted  more  than  a  billion  dol- 
lars of  new  industrial  development.  It  happened  for  a 
lot  of  profit-oriented  reasons  like  our  central  location, 
productive  labor  force,  abundant  energy  and  wealth  of 
transportation  facilities.  But  most  of  all  it  happened 
because  the  idea  of  a  state  that's  run  like  a  business  is 
an  idea  whose  time  has  come.  To  learn  more  about 
Kentucky  order  the  number  below.  Better  yet,  call  or 
write:  W.  Bruce  Lunsford,  Secretary,  Commerce  Cabi- 
net, Commonwealth  of  Kentucky,  Frankfort,  Kentucky 
40601.  502/564-7670. 


KENTUCKY &CO. 

The  state  that's  run  like  a  business. 


LOUISIANA 


Louisiana  Works. 


Labor.  Skilled.  Trained.  Trainable.  It's  a  major  consic 
eration  when  choosing  a  plant  location,  one  in  whic 
Louisiana  can  give  you  a  lot  of  help.  Help  in  conduci 
ing  labor  availability  surveys.  Help  in  screening  an 
recruiting  a  work  force.  Help  in  the  training  of  you 
new  workers  to  your  specifications  and  standards.  Am 
Louisiana's  help  includes  picking  up  the  tab  so  all  c 
this  is  free  to  you.  In  Louisiana  you'll  find  trainabl 
labor,  including  a  large  female  work  force,  in  bot 
metro  and  rural  areas.  And  wherever  you  locate,  you' 
find  that  Louisiana  workers  work  hard,  with  a  valu 
added  record  of  productivity  that  is  46  per  cent  abov 
the  national  average.  Send  for  our  free  report. 


LOUISIANA 
WORKS 

•  W-Year  Tax  Exemption  ■  Bhtjjv 
■  RtTVtiut*  Bi'nJ  Finanang 

•  Enterprise  Zones  •  Training  Programs 
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JISIANA 

Good  Place  for  Your 
usiness  to  Grow 

Good  Place  for  Your 
mployees  to  Live 

I  reasons  why  are  numerous.  This  Right-to-Profit, 
ht-to-Work  state  has  a  business-oriented  state  gov- 
ment.  During  the  past  four  years  we  have  been  one 
the  top  three  states  in  the  nation  in  industrial 
wth.  We've  got  a  willing  and  able  labor  pool.  And 
ve  got  the  land,  natural  resources  and  energy  to 
et  your  needs.  Equally  important,  we  can  supply  the 
entives  to  make  your  management  people  want  to 
ve  here.  Louisiana  can  satisfy  their  personal  needs 
[  their  families'  wants.  And 
t  can  be  critical  to  your 
npany's   continued  success. 

learn  more,  contact:  AJ. 
usty"  Rhodes,  C.I.D.,  Area 
I  Industrial  Development 
nager,  Louisiana  Power  & 
ht,  Box  6008,  142  Delaronde 
;et,  New  Orleans,  Louisiana 
74  (504)  363-8801.  Send  for 

free  brochure. 
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LOUISIANA — New  Orleans 

New  Orleans.  The  gulf  coast 
city  that  still  has  everything 
you  need  to  make  your 
business  work. 

If  you're  looking  for  a  good  gulf  coast  location  for  your 
business,  consider  New  Orleans,  Louisiana.  New  Or- 
leans is  the  offshore  oil-drilling  capital  of  the  world 
and  a  growing  center  for  the  nation's  energy-related 
companies.  It  has  the  largest  port  in  the  country,  favor- 
able taxes,  a  labor  force  of  90,000  workers,  and  it  still 
has  reasonably  priced  land  in  an  18,000  acre  planned 
community  called  New  Orleans  East.  The  Michoud 
Industrial  Center,  located  in  New  Orleans  East,  offers 
1,600  acres  of  affordable,  zoned,  industrial  sites  just  12 
miles  from  downtown  New 
Orleans.  Interstate  10  and  the 
main  line  of  the  L&.N  Rail- 
road both  run  right  through 
the  property,  and  the  New  Or- 
leans International  Airport  is 
just  30  minutes  away.  Some 
sites  also  have  direct  road,  rail 
and  water  access  to  the  Port 
of  New  Orleans.  For  more  in- 
formation, send  for  our  free 
brochure  or  call  the  New  Or- 
leans East  Marketing  Depart- 
ment at  (504)  254-1400.  12 


It  Has  All  Ik  Business  Advantages 

ftott  Expect  fromA 
Grot  Gulf  Coast  City  And  More. 


IS0URI 


issouri  is  right 
the  center. 


i're  right  when  you  choose  Missouri  for  your  new 
ation.  Because  Missouri  is  right  in  the  center  of  the 
ion,  putting  you  within  easy  reach  of  both  national 
international  markets.  Missouri  has  two  interna- 
lal  airports  and  more  than  250  other  air  facilities, 
isouri  has  20  great  railroads,  two  major  waterways 
the  Mississippi  and  Missouri  rivers  —  and  a  net- 
k  of  the  best  highways  in  the  nation.  Missouri 
)ys  a  superior  quality  of  life  at  a  surprisingly  afford- 
5  price.  And  Missouri  has  a  state  government  that 
ks  for  business.  We  keep  taxes  low  (47th  in  the 
on)  and  do  everything  possible  to  make  your  move 
I  easy  and  profitable.  Circle  our  number  and  we'll 
:w  how  Missouri  is  right  for  you.  Or,  call  1-314-751- 
9. 


NEBRASKA 

Discover 

the  difference 

Dreams  still  come  true  in  Nebraska.  Through  hard 
work.  Good  Government.  And  cooperation.  Discover 
the  difference  our  lifestyle  will  make  in  your  manufac- 
turing success.  Call  (402)  471-3111,  or  write  Depart- 
ment of  Economic  Development,  Box  94762,  303  State 
Capitol,  Lincoln,  NE  68509. 
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NEW  YORK 

It's  new 

in  New  York! 

Con  Edison  is  ottering  a  10-year  program  of  special 
electric  rates  to  commercial  and  industrial  businesses 
to  locate  or  expand  their  activities  in  economically 
depressed  areas  of  New  York  City.  You  can  get  reduc- 
tions of  up  to  25  percent  in  charges  for  electricity 
usage  for  the  first  five  years.  The  reduction  is  phased 
out  over  the  next  five  years.  The  special  rates  are 
available  in  the  South  Bronx  and  parts  of  these  sec- 
tions of  Brooklyn:  Bedford-Stuyvesant,  Bushwick,  Co- 
ney Island,  East  New  York,  Red  Hook  and  Williams- 
burg. We  can  also  help  with  site  location,  financing, 
government  liaison,  energy  conservation  and  more.  Call 
Bob  Stevens  and  his  Con  Edison  Area  Development 
team  at  (212)  460-2744  and  find  out  more  about  this 
special  incentive.  Or  write  to 
Con  Edison  Area  Development, 
Office  D,  4  Irving  Place,  New 
York,  N.Y.  10003  and  get  the 
help  you  need. 


Con 
Edison 


energy 
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NEW  YORK 

TAP  THE  ENERGY  OF 
NEW  YORK. 

The  energy  of  New  York  extends  beyond  New 
City.  "It's  in  Buffalo,  too.  And  Rochester.  Syracuse. 
Albany.  In  Upstate  New  York.  And  throughout 
Southern  Tier.  The  markets  that  converge  here 
more  vital  than  ever.  Industry  is  expanding.  Divei 
ing.  And  the  labor  force  continues  to  grow  in  num 
skills,  and  experience.  The  region's  future  growth 
be  powered  by  an  abundance  of  natural  gas.  And 
gy  resources  of  every  kind.  New  York  is  just  oil 
the  energy-rich  Consolidated  States  of  America  wg 
to  be  tapped.  We  can  help.  Call  Gary  Irwin  at  716 
2540.  Or  write  to:  Consolidated  Gas  Supply  Coij 
tion,  3220  Middle-Cheshire  Road,  Canandaigua, 
14424. 


CONSOLIDATED  NATURAL  GAS  COMP 


NORTH  CAROLINA 

Pick  The  Town  That  Fits  Your 
Business. 

We  can  provide  detailed  community  profiles  on  hun- 
dreds of  towns  and  cities  in  North  Carolina  that  would 
love  to  have  your  company.  We  offer  10  cities  with 
50,000+  population.  But  more  than  480  have  20,000  or 
less.  Indicate  the  community  size  that  would  fit  your 
new  plant.  Our  professionals  will  help  you  pick  one 
that  feels  like  home. 


NORTH  CAROLINA 

North  Carolina  Department  of  Commerce 
Industrial  Development  Division,  Suite  K10, 
430  N.  Salisbury  Street,  Raleigh,  NC  27611. 
Or  call  (919)  733-4151. 


OHIO 

Tap  the  energy  of 
Northeast  Ohio. 

You  can  see  it  in  the  busy  international  ports  on 
Erie.  It's  an  energy  drawn  from  the  great  markfi 
the  East,  Midwest,  and  Canada  that  converge  here 
a  drive  that  spirits  industrial  growth.  It's  more 
tional  forms  of  energy,  too.  An  abundance  of  n; 
gas,  a  surplus  of  coal,  and  trillions  of  gallons  of 
water  at  our  doorstep.  Learn  more  by  reading  "N 
east  Ohio — An  Economic  Re- 
surgence in  the  Industrial 
Heartland."  Call  Gary  G.  Ev- 
ans, Manager,  Economic  Devel- 
opment, at  216-623-4800.  Or 
write  to:  The  East  Ohio  Gas 
Company,  1717  East  Ninth 
Street,  Cleveland,  Ohio  44114. 


W  CONSOLIDATED  NATURAL  GAS  COMF 
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LAHOMA 

KLAHOMA!  Home  of 
ation's  Lowest  State  & 
Deal  Taxes 

ire  than  600  manufacturing  plants  chose  Oklahoma 
:  past  ten  years.  They  like  Oklahoma's  plentiful 
;rgy  supplies  and  low  energy  costs,  our  pleasant 
nate  and  central  location,  low  land  costs  and  the 
ion's  outstanding  Vo-Tech  System — 33  schools  and 
z  skill  centers  training  capable  workers  for  specific 
s  in  your  industry.  Send  for  brochure  outlining 
lahoma's  recently  enacted  legislation  providing  a 
50  income  tax  credit  for  each  new  job  created  in 
nufacturing  and  processing. 
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PENNSYLVANIA— Southeastern  Pennsylvania 

WE  HAVE  A  HISTORY  OF 
LAUNCHING  SUCCESSFUL 
VENTURES. 

From  his  Southeastern  Pennsylvania  headquarters, 
Washington  led  a  call  to  arms  that  changed  the  world. 
200  years  later,  the  nation's  business  leaders  are  stag- 
ing their  charge  on  world  markets  from  this  area. 
Companies  like  Commodore,  FMC,  Prudential, 
SmithKline  and  Exxon  Office  Systems.  They've  ven- 
tured into  the  Delaware  Valley.  And  what  they've 
found  is  what  free  enterprise  is  all  about.  Find  out 
more  about  Southeastern  Pennsylvania.  A  call  to  James 
O'Brien  gets  the  venture  under  way.  We'll  help  make 
this  year  your  best  ever.  History  repeats  itself. 


Southeastern 
Pennsylvania 


Philadelphia  Electric  Company 
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ILIPPINES 

hilippine  Export  Zones. 

ere  are  at  present  three  operational  Export  Process- 
:  zones.  These  are  Bataan,  Mactan,  and  Baguio  City, 
vite,  the  fourth  zone,  is  scheduled  to  open  in  the 

rth  quarter  of  1982.  The  Cavite  zone's  220  hectares 
:h  complete  utilities,  are  less  than  20  miles  from 
nila  or  about  half  an  hour  from  the  airport.  U.S.A., 
an  and  other  countries  have  chosen  to  locate  in  the 
l  free  zones.  Among  the  well  known  multinationals 

the  zones  are  Ford,  Texas  Instruments,  Fairchild, 
:achi  and  others.  The  Philippines  possess  a  highly 
ucated  working  class  fluent  in  English.  The  ratio  of 
liege  students  in  the  Philippines  is  second  only  to 
Lt  of  the  United  States.  The  productivity  of  Filipino 
rkers  is  equal  with  workers  anywhere  in  the  world, 
e  Export  Processing  Zone  Authority  is  empowerd  by 
1/  to  develop  and  manage  the  zones.  EPZA's  charter 
fes  it  the  necessary  financial  autonomy  and  adminis- 
ftive  flexibility  to  continuously  innovate  and  maxi- 
fee   its  assistance 

b  zone  enterprises.  EXPORT 

fsc  P°wers  enable      Sk.    \  PROCESSING 

:o  appreciate  situ-  ^| 

jns    quickly    and  Zfifek 

inciate       policies        ^EmmU  AUTHORITY 

t  are,  at  the  out- 
L  assured  of  full 
'eminent  support. 


RHODE  ISLAND 

FROM  FACTORY  TO  FOOT- 
LIGHTS IN  17  MINUTES. 

Rhode  Island  is  home  to  the  Tony  award-winning  Trin- 
ity Square  Repertory  Company.  It's  also  home  to  4 
musical  theaters  ...  a  state  philharmonic  orchestra  and 
ballet  .  .  .  jazz  and  Bach  festivals  .  .  .  etc.,  etc.,  etc.  All 
nearby,  but  after  your  job.  On  the  job,  you  have  easy 
access  to  a  deepwater  port,  major  airlines,  railroads, 
interstate  highways.  More  skilled  workers  per  square 
mile  than  any  other  state.  Tax-exempt  financing.  Write 
or  phone  Rhode  Island  Department  of  Economic  Devel- 
opment, 7  Jackson  Walkway,  Providence,  RI  02903. 
401-277-2601.  Attn:  Director's  office. 


RHODE  ISLAND. 

The  biggest  little  state  in  the  Union® 


4th  Floor  Legaspi  Towers  III 
Pres.  Roxas  Blvd.,  Metro  Manila,  Philippines 
P.  0.  Box  PA  32  Manila,  Philippines 
Cable  Address:  "BATAAN  ZONE"  Manila 
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SOUTH  CAROLINA 

South  Carolina 

A  recently  revised  "300  years  of  commitment  to  profit 
.  .  .  and  to  people"  reviews  South  Carolina's  historical 
commitment  to  business,  as  well  as  the  exceptional 
incentives  offered  by  the  Palmetto  State  to  new  and 
expanding  industries.  This  colorful  brochure  evaluates 
South  Carolina's  transportation  system,  tax  and  em- 
ployee training  programs,  industrial  financing  laws, 
construction  costs,  human  resources  and  living-  advan- 
tages. For  immediate  or  additional  information,  contact 
Robert  Leak,  Director,  South  Carolina  State  Develop- 
ment Board,  Post  Office  Box  927,  Columbia,  South 
Carolina  29202.  (803)  758-3145,  TWX  [810]  666-2628. 


Siith'  uiWiiEi 
:  ¥  K  )  irarv  t  i  u  *  rn  rttr  i  ki  1 


TEXAS — Odessa 

SO,  ODESSA  IS  YOUR 
CHOICE  FOR  A 
DISTRIBUTION  CENTER! 

Obviously  you've  seen  how  Odessa  is  located  close 
the  Southern  Trans-Continental  routeway  and  h« 
Odessa's  mid-continent  location  gives  you  easy  acc» 
to  both  east-west  and  north-south  throughways.  You 
seen  how  the  railroad  has  feeder  lines  that  conni 
with  the  main  routeway  lines  from  Odessa.  Or  did  y 
see  how  Odessa's  15  trucklines  provided  easy  contan 
movement  along  interstate  highways.  Or  was  it  Od 

sa's  strong  economy    #1  in  retail  sales  | 

household  in  1981.  You  saw  that  Odessa  has  abund; 
manpower,  oil  and  gas,  and  mining  resources;  and  > 
saw  that  Odessa  was  strategically  located  between  D 
las  and  El  Paso  and  Amarillo  and  San  Antonio.  Wh 
ever  the  reason  ....  you're  glad  you  chose  Odes 
Texas.  Beause  ODESSA  WORKS! 


□DESSR 

Economic  Development  Oepartmen 


TEXAS— San  Antonio 

San  Antonio. 
We're  out  to  make 
history  .  .  .  again. 

1981  Annual  Report.  Professional  buildings,  offices  and 
banks  accounted  for  most  of  the  128.5%  increase  in 
non-residential  construction.  Bank  clearings  were  up 
25.49%,  to  $38  billion.  5,500  new  manufacturing  jobs 
were  added  in  the  past  two  years  through  companies 
moving  here.  The  nationally-known  South  Texas  Medi- 
cal Center  increased  employment  to  12,500.  Census 
figures  showed  population  growth  of  20.5%  since  1970. 
The  bottom  line  is  San  Antonio  is  booming  .  .  .  with- 
out all  the  booming  problems.  Our  city  council  is 
ready  to  help  new  business  and  industry  in  every  way 
possible.  Write  or  call  for  the  rest  of  the  facts  and 
figures.  Then,  join  us  in  the  City  of  the  Alamo.  Be- 
cause San  Antonio  is  out  to  make  history  .  .  .  again. 
San  Antonio  Economic  Development  Foundation,  P.O. 
Box  1628,  San  Antonio,  Texas 
78296,  (512)  226-1394. 


UNITED  KINGDOM— England 

SELL  WESTERN  EUROPE 
FROM  DEVON  &  CORNWAL 

If  you  are  looking  for  a  secure  business  beachhead  fr«| 
which  to  reach  and  sell  the  U.K.  and  Western  Euro 
here  is  your  opportunity — Devon  and  Cornwall.  H 
amongst  some  of  England's  most  glorious  countrys 
and  coastal  scenery,  the  ideal  expansion  area  for  ind 
trial  manufacturing  development  awaits  you.  Excell< 
joint  venture  schemes  are  also  available.  Unnval 
country-seaside  environment.  Government  assistai 
grants.  Common  language.  Ease  of  recruitment.  L 
wage  levels.  Loyal  workforce.  Excellent  communi 
tions  with  UK  and  to  Western  Europe.  Send  for  a  f 
colour  brochure  for  full  and  detailed  information  wh 
is  published  by  the  Devon  &  Cornwall  Developmi 
Bureau.  Andrew  Smy,  County  Hall,  Exeter,  Devon  E 
4QQ,  England.  Tel:  Exeter  77977  Telex:  42781. 

Devon&CormvalL. 

has  the"  peace ' 
your  business  needs 
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NITED  KINGDOM— Northern  Ireland 

Northern  Ireland  has  a 
veil-proved  record  as  a 
>rofitable  European  base  for 
J.S.  industry. 

'onfidence  in  the  region  is  demonstrated  by  the  m- 
sstments  that  U.S.  companies  continue  to  make.  For 
sample,  Hughes  Tool  Company,  which  moved  into 
lorthern  Ireland  almost  30  years  ago,  recently  an- 
ounced  a  multimillion-dollar  investment  in  a  new 
licility.  In  Northern  Ireland,  U.S.  companies  are  bene- 
.ting  from  the  availability  of  skilled  labor,  high  pro- 
uctivity,  an  excellent  work  ethic,  developed  infra- 
:ructure  and  first-class  communications  (including 
jilecommunications).  In  addition,  there  is  generous 
jpport  in  the  form  of  training  programs  and  financial 
icentives  which  have  been  independently  judged  to  be 
le  best  in  Europe.  Northern  Ireland  works.  A  visit 
'ill  convince  you.  Find  out  more  from  George  Forster, 
ldustrial  Development  Board  for  Northern  Ireland,  150 
ast  58th  Street,  New  York,  NY  10155.  Tel.  (212)  593- 
258. 


Northern 
Ireland 
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UNITED  KINGDOM— Scotland 

EAST  KILBRIDE 

Scotland's  most  successful  New  Town — that's  East  Kil- 
bride. And  a  major  part  of  that  success  is  investment 
in  the  town  by  American  companies,  including  Motor- 
ola, Gray  Tool,  Coats  Pacesetter  and  Rockwell.  East 
Kilbride  is  exceptional  for  the  quality  and  extent  of  its 
labor  skills,  and  offers  the  most  attractive  financial 
incentives  package  in  Great  Britain,  and  immediate 
access  to  worldwide  markets.  The  industrial  hardcore 
is  in  engineering,  and  high  technology  including  ad- 
vanced electronics  and  healthcare  products.  Joint  ven- 
tures between  U.S.  and  British  interests  are  seen  as  an 
important  source  of  expansion.  East  Kilbride  Develop- 
ment Corporation  provides  a  one-door  location  service, 
professional,  and  unfettered  by  bureaucracy.  A  compre- 
hensive and  detailed  information 
package  is  available  on  request. 
Contact:  LYNN  BANNIS- 
TER, P.O.  Box  4004,  New 
Canaan,  CT  06840.  Tele-1 
phone:  (203)  966-9708. 


FACTORIES  1 


East  Kilbride 
Development  Corporation 
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INITED  KINGDOM— Scotland 

Edinburgh-Scotland's  historic 
:apital  city  with  a  bright 
uture  in  prospect. 

Lnown  throughout  the  world  for  its  history  and  scenic 
randure,  Edinburgh  is  also  very  much  a  modern  city, 
oised  at  the  forefront  of  the  new  breed  of  high  tech- 
nology industries.  Spawned  by  its  wealth  of  skilled 
abour  and  the  academic  talent  produced  by  its  two 
niversities,  one  of  which  houses  Europe's  only  Re- 
earch  Park  on  campus,  the  City  is  already  home  to 
uch  world  leaders  as  Hew- 
itt-Packard, Racal,  Ethicon 
nd  Ferranti.  Edinburgh  is 
lso  one  of  Europe's  leading 
anking,  insurance,  finance 
nd  business  centres.  It  is 
lso  a  beautiful  and  excit- 
ng  City  with  its  world  re- 
lowned  Festival  and  a  rich 
nd  varied  all-year-round 
ultural  life.  Edinburgh — a 
teautiful  City  in  which  to 
ive  and  work.  For  further 
>articulars  fill  in  the  at- 
ached  reader's  card. 
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UNITED  STATES— Southeast 

INDUSTRIAL  BUILDING 
COST  DATA 

CSX  Corporation  is  your  best  single  source  for  infor- 
mation on  rail-served  manufacturing  and  warehousing 
sites.  We  offer  construction  costs  data  on  a  representa- 
tive cross  section  of  industrial  buildings,  the  facts  on 
more  than  5,000  sites,  plus  the  latest  data  on  transpor- 
tation, labor,  water,  taxes,  you  name  it.  And  the  CSX 
rail  units,  The  Chessie  System  Railroads  and  Family 
Lines  Rail  System  (which  include  the  B&O,  C&O, 
WM,  SCL  and  L&N  railroads),  offer  you  the  advantages 
of  modern  freight  distribution  with  Single-System  Ser- 
vice|sm|  across  22  states 
throughout  the  eastern  half 
of  the  country.  For  your 
free  copy  of  our  Construc- 
tion &  Cost  Data  brochure, 
write:  J.R.  LeGrand,  Vice 
President/Industrial  Devel- 
opment, CSX  Railroads, 
500  Water  Street,  Jackson- 
ville, Florida  32202. 

INDUSTRIAL 

DEVELOPMENT 
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WASHINGTON  STATE 

Take  Office  In  Washington. 

In  America's  other  Washington,  our  plant  sites  are  as 
pleasing  to  the  eye  as  they  are  to  your  business  sense. 

Developed  properties  put  you  close  to  major  urban 
centers  and  suppliers. 

You'll  find  excellent  transportation  systems  to  domes- 
tic markets  and  the  Pacific  Rim. 

We  have  abundant  water  for  processing.  And  some  of 
the  nation's  lowest  electricity  rates. 

Our  large,  highly  skilled  work  force  is  supported  by  a 
nationally  recognized  educational  system. 

And  Washington's  state  government  offers  an  attractive 
industrial  revenue  bond  program. 

To  learn  more  about  plant  location  opportunities,  write 
for  detailed  information:  Washington  State  Department 
of  Commerce  and  Economic  Development,  Dept.  F, 
101  General  Administration  Building,  Olympia,  WA 
98504.  Or  call  (206)  753-3065. 

WASHINGTON 


©Stale  of  Washington  Deportment  ot  Commerce 
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WEST  VIRGINIA 

TAP  THE  ENERGY  OF 
WEST  VIRGINIA. 

The  great  stores  of  coal,  oil,  and  gas  beneath  t 
surface  are  only  part  of  the  energy  story  in  We 
Virginia.  There's  energy  aboveground  to  match.  The 
is  the  convergence  of  the  markets  of  the  East,  Mj 
west,  and  South.  The  productive,  diversified  lab 
force.  And  the  overnight  accessibility  of  major  marke 
by  a  variety  of  transportation  systems.  West  Virginia 
just  one  of  the  energy-rich  Consolidated  States 
America  waiting  to  be  tapped.  We  can  help.  Call  Bii 
key  Lilly  at  304-623-8611.  Or  write  to:  Hope  Natu; 
Gas  Company,  445  West  Main  Street,  Clarksburg,  1 
Va.  26301. 


%f  CONSOLIDATED  NATURAL  GAS  COMPAN 


WISCONSIN 

In  the  Midwest,  look  to 
Wisconsin  for  the  best 
balance  of  benefits. 

•  Attractive  business  climate.  All  inventories  and  man- 
ufacturing equipment  exempt  from  property  tax.  Ac- 
celerated federal  depreciation  schedules  and  capital 
gains  tax. 

•  Abundant,  reasonably  priced  energy  and  water. 

•  All  the  skilled  labor  you  need. 

•  Third  largest  university  system. 

•  Four  seasons  lifestyle. 


WISCONSIN 

The  site  selection  solution: 

WATER:  It's  the  lifeblood  of  Wisconsin.  Whetting  t 
recreational  appetite,  it  can  also  help  quench  ya 
thirst  for  high  technical  achievement.  Our  universi 
system  is  a  national  model.  Our  research  resourc 
rich.  Combined  with  our  abundant  business  incentiv< 
energy  supplies  and  envied  quality  of  life,  Wisconsin 
the  natural,  technical  site  selection  solution.  For  moi 
send  for  your  Potential  for  Profit  Kit  today.  Call 
write  Paul  Bergmann,  Area  Development  Managi 
Wisconsin  Power  &  Light  Co.,  P.O.  Box  192,  Madisc 
Wisconsin.  608/252-3251  or  252-3252. 


For  more  information  write 
Wisconsin  Department  of  De- 
velopment, Section  IW95,  P.O. 
Box  7970,  Madison,  WI  53707. 
1  608  266-3203. 


Wisconsin 

The  right  place.  The  right  time. 


W 


WISCONSIN. 


Wisconsin  Power 
C  Light  Company 
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Technology 


While  NASA  and  the  European  Space  Agen- 
:y  are  fighting  it  out  in  long-haul  satellite 
zommunications,  the  real  market  may  be 
taping  up  closer  to  earth. 

The  Space 
Mirror 


By  Anne  Field 

N  THE  PERPETUAL  RUSH  TO  THE  NEW, 

he  advantages  of  the  old  are  some- 
imes  left  behind.  Take  communica- 
ions  satellites,  for  example:  Echo, 
aunched  in  I960,  was  elegant  in  its 
imphcity.  It  was  a  passive  satellite; 
hat  is,  it  was  nothing  more  than  a  big 


silvery  Mylar  balloon,  functioning  as 
a  target  off  which  signals  were 
bounced  and  retrieved  and  then  am- 
plified. Echo's  major  disadvantage 
was  that  it  moved. 

For  truly  dependable  satellite  com- 
munications, you  wanted  a  satellite 
that  maintained  a  stable  position.  To 
do  that  you  had  to  put  it  into  syn- 


Edited  by  Stephen  Kindel 

chronous  orbit,  22,500  miles  above 
the  earth,  where  its  orbital  speed 
would  match  that  of  the  earth.  That 
way  the  satellite  would  seemingly 
hover  in  one  spot.  This  eliminated 
much  of  the  cost  of  ground  stations 
because  elaborate  tracking  mecha- 
nisms were  not  required.  It  also 
made  satellite  transmission  a  round- 
the-clock  activity. 

Unfortunately,  lofting  synchronous 
satellites  into  a  22,500-mile  orbit  is 
much  more  expensive  than  launching 
them  to,  say,  100  miles,  the  lower 
operating  range  of  the  Space  Shuttle. 
The  cost  difference,  in  fact,  is  so 
large — about  $70  million  for  a  syn- 
chronous satellite  in  high  orbit, 
against  $20  million  to  $30  million  for 
an  orbiting  satellite — that  researchers 
are  trying  to  upgrade  lower  orbit  com- 
munications instead.  One  scientist, 
University  of  Oregon  professor  Paul 


Floating  saucer 


Space  mirror 


Because  it  is  stationary  and  relatively  low,  the  Space  ported  by  electromagnetic  radiation  beamed  from 
Mirror  can  carry  short-range  signals  more  cheaply  the  ground,  the  dish-shaped  device  made  from  ultra- 
than  current  satellites  or  even  AT&T  cables.  Sup-     fine  wires  has  an  effective  range  of  800  miles. 
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Csonka,  has  found  a  way  to  combine 
the  advantages  of  both  synchronous 
and  passive  satellites  at  lower  orbit: 
He  calls  it  the  Space  Mirror.  Resem- 
bling a  spider's  web  and  weighing  as 
much  as  a  candy  bar,  it  promises  to 
provide  high-density,  short-haul  (up 
to  800  miles)  synchronous  telecom- 
munications at  one-third  to  one-half 
of  orbiting  satellite  prices. 

To  understand  how  the  Space  Mir- 
ror works,  think  of  a  Ping-Pong  ball 
kept  aloft  by  a  column  of  water  or  a  jet 
of  air.  As  long  as  the  ball  stays  within 
the  upward-thrusting  current,  it 
maintains  a  stable  position.  The 
Space  Mirror  works  exactly  the  same 
way,  except  that  the  column  of  pres- 
sure that  keeps  it  aloft  consists  of 
electromagnetic  energy.  According  to 
Csonka,  the  pressure  of  a  constant 
stream  of  high-frequency  communi- 
cations signals  directed  from  a  ground 
station  could  keep  the  Space  Mirror  in 
a  stable  low  position. 

In  one  sense,  the  Space  Mirror  idea 
is  as  old  as  radio  itself.  The  earli- 
est long-distance  communications 
bounced  signals  off  the  ionosphere, 
the  layer  of  highly  charged  particles 
above  the  atmosphere  and  below  the 
vacuum  of  outer  space.  You  could  say 
that  the  ionosphere  tunc  tions  as  a 
kind  of  big  space  mirror.  In  a  modern 
variant  of  that  practice,  Western 
Union  bounced  signals  off  the  ion 
trails  of  small  meteors  entering  the 
atmosphere.  This  technology,  called 
meteor-burst,  is  used  to  provide  the 
Department  of  Agriculture  with  infor- 
mation about  atmospheric  conditions. 

Because  the  Space  Mirror  is  at 
least  technically  feasible,  you  would 
expect  companies  to  rush  to  Cson- 
ka's  doorstep  with  development 
money.  The  sole  developer  of  the 
Space  Mirror  is  Electronics,  Missiles 
&  Communications,  Inc.,  a  tiny 
($6.8  million  sales)  Pennsylvania 
manufacturer  of  broadcast  equip- 
ment. Although  EMC  nets  about 
5500,000  a  year  in  profits,  it  is  com- 
mitted to  spending  up  to  $6  million  on 
the  system,  if  tests  at  Stanford  Re- 
search Institute  pan  out.  Why  would 
such  a  small  company  take  such  a 
huge  risk-  Jim  DeStefano,  EMC  execu- 
tive vice  president,  has  a  market-ori- 
ented answer.  Bell  Telephone  trans- 
mits 97%  of  its  short-haul  communi- 
cations through  underground  cables 
and  aboveground  microwave  trans- 
mitters. Says  DeStefano:  "The  ineffi- 


ciencies that  could  be  solved  by  just 
beaming  those  signals  up  to  the  Space 
Mirror  arc  too  obvious  to  ignore." 

Csonka  sees  an  even  larger  market. 
Besides  telephone  traffic,  the  Space 
Mirror  could  easily  handle  UHF  tele- 
vision broadcasts,  database  distribu- 
tion to  small  companies,  remote  me- 
ter reading  for  utilities,  even  traffic 
light  control.  Says  Csonka:  "I  would 
like  to  have  a  home  computer  capable 
of  accessing  a  large  data  center.  lust 
now  I  can't  afford  it.  But  the  Space 
Mirror  would  make  it  possible." 

Other  communications  experts 
seem  enthusiastic  about  the  idea.  Ac- 
cording to  Steve  Russell,  vice  presi- 
dent of  Vitahnk  Communications,  a 
Mountain  View,  Calif. -based  earth- 
station  manufacturer,  Csonka  may 
have  hit  on  a  gold  mine  of  an  idea: 
relaying  locally  oriented  communica- 
tions that  no  satellite  can  transmit 
economically.  "If  it  can  be  sold  that 
cheaply,"  Russell  says,  "the  company 
is  going  to  get  rich." 

There  are,  of  course,  some  major 
bugs  left  to  be  worked  out  of  the  Space 
Mirror  concept.  Researchers  still  have 
to  develop  a  foolproof  way  to  protect 
the  delicate  wire  fibers  of  the  mirror. 
Trouble  is,  at  one-tenth  the  thickness 
of  a  human  hair,  the  wires  are  hardly 
durable.  Then  there's  the  question  of 
how  to  get  the  contraption  into  posi- 
tion. One  answer  may  be  to  balloon  it 
into  the  upper  atmosphere.  Other 
problems  arc  more  regulatory  than 
technical:  Who  controls  signals 
bouncing  off  the  Space  Mirror,  and 
how  do  you  prevent  someone  from 
either  stealing  signals  or  using  the 
mirror  without  paying  for  it-  DeSte- 
fano admits  that  the  company  still 
has  a  few  kinks  to  work  out  in  the 
protection  area. 

Nevertheless,  DeStefano  and 
Csonka  are  pushing  ahead.  "If  we  can 
get  it  on  the  market  for  the  price  we're 
shooting  for,  there's  lots  of  potential 
in  this."  How  much-  Says  DeStefano, 
"It's  too  soon  for  hard  figures,  but  it's 
nice  to  sit  back  and  dream  about  it." 


Lead  poisoning, 
chapter  2 

One  of  the  more  intriguing  theories 
advanced  for  the  decline  and  fall 
of  ancient  Rome  was  that  the  large 
amounts  of  lead  ingested  by  noble  Ro- 
mans through  their  water  pipes  and 
drinking  vessels  rendered  them  ster- 
ile. Bizarre  as  that  notion  is,  the  ef- 
fects of  lead  poisoning  in  its  most 
extreme — neurological  damage,  se- 
vere anemia,  convulsions — have  been 
known  for  more  than  2,000  years. 
There  is  also  evidence  that  lead  inter- 


feres with  the  body's  ability  effective- 
ly to  use  iron,  calcium  and  zinc,  ele- 
ments vital  to  blood,  bone  and  tissue 
formation. 

More  than  a  decade  ago,  excessive 
lead  ingestion  was  also  recognized  a$ 
a  culprit  in  the  poor  intellectual  per- 


formance of  inner-city  children.  Thu 
discovery,  coming  in  the  wake  of  th^ 
Great  Society,  brought  the  usual  fed 
eral  solution:  a  multimillion-dollal 
push  to  test  children  for  lead  and  leg 
lslation  aimed  at  removing  lead  fron 
the  environment.  Lead  was  taken  oii| 
of  paint  and  gasoline,  and  million 
were  spent  laboriously  scraping  th< 
walls  of  tenements  to  remove  old 
lead-based  paint  that  was  flaking  int< 
the  cribs  of  ghetto  children,  where  ii 
was  sometimes  eaten. 

But  times  change,  and  so  do  priori 
ties.  The  Department  of  Health,  Edu 
cation  &  Welfare — now  the  Depart 
ment  of  Health  &  Human  Service 
iHHSI — decided  in  1975  to  monitc 
the  effectiveness  of  its  antilead  cru 
sade.  In  a  study  that  ran  from  1976  I 


1980,  the  department  tested  moi 
than  10,000  people  for  lead  exposui 
levels.  The  results  provided  som 
seeming  paradoxes.  Although  lea 
levels  had  gone  down  substantially 
suggesting  that  the  programs  designe 
to  remove  lead  from  the  environmer 
were  generally  successful,  maior  diil 
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Only  Kentucky's  central  location 
gives  you  so  many  ways 
to  go  so  many  places* 

If  you're  looking  at  this  photograph  and  all  you  see  is  Governor 
John  Y.  Brown,  Jr.  and  Transportation  Secretary  Frank  Metts, 
you're  missing  something  site  selection  teams  thirst  for. 
Water.  Lots  of  it. 

Kentucky  has  more  free-flowing  water  than  any  state  except 
Alaska.  Over  1,400  miles  of  commercially  navigable  waterways 
provide  a  low-cost,  expedient  means  of  transportation  to  major 
inland  markets  and  major  ports  on  the  Gulf  of  Mexico. 

We  also  have  four  existing  riverports,  six  more  in  development 
and  two  foreign  trade  zones.  It's  a  resource  few  states  can  offer. 
And  when  you  combine  it  with  Kentucky's  central  location,  you're 
suddenly  in  a  very  enviable  position. 

You're  right  in  the  center  of  things.  And  you  can  take  your 
choice  of  ways  to  go  to  market. 

Railroad  freight  service  is  provided  by  six  major  trunk  lines. 
Much  of  that  travels  through  Osborn  Yard,  among  the  nation's 
newest  and  largest  computer-controlled  rail  yards. 

You  can  fly  from  three  conveniently  located  major  airports. 

Overnight,  via  the  interstate  highway  system  you  can  have 
your  products  in  virtually  every  major  city  in  the  East,  South  and 
Midwest. 

The  choice  is  yours,  when  the  choice  is  Kentucky.  For  more 
information,  write:  W.  Bruce  Lunsford,  Secretary,  Commerce 
Cabinet,  Commonwealth  of  Kentucky,  Frankfort,  Kentucky  40601. 
Or  better  yet,  call  him  at  502/564-7670. 


Kentucky  is  located  at  the 
center  of  a  31-state  distri- 
bution area.  Overnight,  you'll 
reach  the  industrial  and 
consumer  markets  that 
account  for  some  68%  of 
retail  sales  and  over  75%  of 
manufacturing  employment. 


KENTUCKY 

The  state  that's  run  like  a  business. 
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ferenccs  in  blood-lead  levels  remained 
between  blacks  and  whites. 

Since  exposure  to  lead  had  been 
more  or  less  equalized,  this  raised  the 
bugaboo  about  genetic  differences. 
But  there  is  no  more  justification  for 
that  now  than  there  was  before,  says 
Dr.  Jane  S.  Lin-Fu,  a  pediatric  consul- 
tant to  the  Health  Resources  &  Ser- 
vices Administration  of  HHS  and  one 
of  the  pioneers  of  lead  research. 
"Lead,"  she  says,  "is  not  just  a  black 
problem.  It  is  affecting  the  children  of 
upper-middle-class  whites,  as  well." 

The  reason,  she  explains,  is  gentrifi- 
cation,  the  process  whereby  city 
dwellers,  tired  of  high  rents,  buy  run- 
down housing  in  poor  neighborhoods 
and  renovate  it.  Since  much  of  the 
housing  stock  of  America's  inner 
cities  was  built  in  late  Victorian 
times,  when  the  use  of  lead  in  paint 
and  piping  was  at  its  height,  almost 
any  renovation  will  release  huge 
amounts  of  gray  lead  dust  into  the  air. 
While  adults  are  not  as  sensitive  to 


lead,  children  are  far  more  likely  to 
show  lead  poisoning  symptoms  like 
irritability,  loss  of  appetite  and  ab- 
dominal pain.  These  can  be  exacerbat- 
ed, says  Dr.  Lin-Fu,  when  children 
play  in  backyard  gardens  where  the 
soil  may  contain  deadly  concentra- 
tions of  lead  from  more  than  a  hun- 
dred years  of  flaking  exterior  paint. 

Lead  poses  still  other  hazards  to 
society.  While  workers  in  traditional 
lead  industries,  such  as  smelting  and 
battery  manufacture,  are  protected 
against  poisoning  by  regular  toxicol- 
ogy screening,  construction  and  de- 
molition workers  who  renovate  old 
houses,  auto  body  shop  workers  who 
use  lead  to  fill  dents,  and  many  as- 
sembly-line workers  may  be  subject 
to  lead  dust  exposure  without  protec- 


tion. Their  families,  like  those  of  as- 
bestos workers,  are  subject  to  the 
same  risks  of  poisoning  because  the 
lead  picked  up  at  work  is  brought 
home  on  clothing. 

What  it  all  adds  up  to  is  that  lead  is 
still  a  national  problem,  not  one 
confined  to  a  single  group.  And  while 
its  effects  are  not  so  spectacularly 
visible  as  those  of  other  environmen- 
tal diseases,  especially  those  that 
cause  cancer,  they  may  be  all  the  more 
pernicious  in  their  quiet,  lingering 
effects.— S.K. 

Expertise  for  sale 

In  the  employment  pages  of  the 
Wall  Street  Journal  last  month,  Mit- 
subishi International  Corp.,  the  $13 
billion  (revenues)  American  subsid- 
iary of  $70  billion  Mitsubishi  Corp., 
advertised  for  someone  to  sell  Japa- 
nese technology  in  the  U.S.  and  Can- 
ada. A  great  opportunity?  At  least  200 
people  thought  enough  of  it  to  apply 
for  the  job  within  the  first  two  weeks 
of  the  ad's  appearance. 

What  Mitsubishi  is  trying  to  sell  is 
not  the  steel  technology  that  such 
Japanese  firms  as  Kawasaki  and  Nip- 
pon Kokan  have  been  peddling  here 
for  the  last  three  or  four  years.  Rather, 
says  Shigeo  Amano,  manager  of  Mit- 
subishi's technology  affairs  depart- 
ment in  New  York,  Mitsubishi  Inter- 
national believes  that  the  U.S.  market 
is  ready  for  the  introduction  of  Japa- 
nese high  technology  in  such  fields  as 
robots,  process  controls  and  auto- 
motive electronics.  "Traditional  trad- 
ing won't  provide  the  volumes  and 
profit  over  the  next  10  to  20  years  that 
Mitsubishi  has  experienced  in  the 
past,"  he  explains. 

After  the  devastation  of  World  War 
II,  the  Japanese  bought  manufacturing 
licenses  from  the  U.S.  and  Europe 
with  almost  reckless  abandon,  spend- 
ing more  than  $10  billion  in  the  pro- 
cess. But  in  recent  years,  as  Japanese 
technological  achievements  have  ad- 
vanced to  world  leadership  in  some 
areas,  notably  semiconductors,  fer- 
mentation technology  and  fine  ce- 
ramics, Japanese  companies  have  be- 
gun to  license  their  technology  out- 
side Japan.  This  year,  for  the  first 
time,  reports  the  Department  of  Com- 
merce, Japan  will  reap  more  in  fees  for 
licensing  its  technology  than  it 
spends  abroad  purchasing  it.  That 
shift,  the  department  predicts,  will 
become  more  pronounced  over  the 
next  five  years. 

Accordingly,  says  David  Shapiro,  a 
Japanese-speaking  American  adviser 
to  Mitsubishi,  Japanese  trading  com- 
panies are  scouring  their  own  country 


for  high-technology  products  that,  in 
theory  at  least,  ought  to  find  a  ready 
home  in  the  U.S.  Just  to  give  things  a 
proper  balance,  Shapiro  says,  Mitsubi- 
shi will  also  continue  to  look  for 
American  technology  with  a  good  fit 
for  Japan. 

Technology  transfer  doesn't  always 
work  the  way  it's  supposed  to,  of 
course.  One  product  the  company  has 
shown  to  U.S.  firms — a  spray  atomiz- 
ing nozzle  said  to  improve  the  effi- 
ciency of  furnaces  and  oil  burners- 
failed  miserably  in  its  U.S.  tests.  "We 
think  it  has  something  to  do  with 
poor  translation  of  the  operating  man- 
uals," says  Robert  Benditt,  manager  ol 
technology  and  development  for  the 
Mitsubishi  International  technology 
group.  "We  will  take  it  back  and  tr> 
again." 

The  home  office  in  Japan  has  giver 
the  technology  traders  of  Mitsubishi 
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an  innovative  insightful  individual 
to  Mil  Japanese  technologies  to 
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International  plenty  of  time  to  tr 
again.  And  again.  As  befits  a  new  div 
sion  of  a  Japanese  company,  expect; 
tions  of  short-range  profits  are  simp] 
not  considered.  Says  Amano:  "We  re  I 
ognize  that  transferring  technolog 
takes  time,  and  the  company  does  nc 
look  for  us  to  return  a  profit  unt 
more  than  five  years  out." — S.K. 
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Truck  stop? 

When  the  lame  duck  session  of  the 
97th  Congress  begins  Nov.  29,  the 
House  Rules  Committee  is  likely  to 
send  to  the  floor  a  bill  of  considerable 
political  appeal  and  dubious  econom- 
ic sense.  It  would  set  minimum  stan- 
dards for  domestic  content  of  all  cars 
and  light  trucks  sold  in  America  based 
on  manufacturing  cost.  For  Japan's 
Nissan  Motor  Co.,  Ltd. — the  second- 
largest  exporter  to  America — it  would 
mean  70%  domestic  content. 

Marvin  Runyon  is  president  of  Nis- 
san Motor  Manufacturing  Corp. 
U.S.A.,  the  subsidiary  formed  to  run  its 
newly  built  light-truck  assembly  plant 
in  Smyrna,  Tenn.  Runyon  says  he  can't 
even  consider  the  possibility  that  the 
bill  will  pass.  "We  have  over  $500 
million  in  plant  equipment,  $160  mil- 
lion in  operating  expenses  prior  to 
startup  and  we'll  have  $250  million  in 
operating  capital  involved  at  the  on- 
set," he  says.  The  building  has  been 
virtually  completed,  more  than  60%  of 
the  assembling  equipment  has  been 
installed  and  the  rest  has  been  pur- 
chased. It  is  the  largest  investment  to 
date  in  the  U.S.  by  a  Japanese  company. 

"The  fact  of  the  matter  is,  I  don't 
plan  to  have  70%  local  content,"  says 
Runyon,  who  until  1980  was  vice 
president  of  body  and  assembly  oper- 
ations at  Ford  Motor  Co.,  overseeing 


29  plants.  The  trucks  rolling  out  of 
Smyrna,  he  says,  will  have  less  than 
40%  in  domestic  components,  the 
American  content  rising  gradually  on 
an  as  yet  undetermined  schedule. 

Runyon,  58,  thinks  Congress  will 
have  to  accept  the  realities  of  the  auto 
business  today.  Unless  a  plant  is  turn- 
ing out  500,000  trucks  a  year,  he  says, 
building  engines  in  the  U.S.  is  uneco- 
nomical. (The  Smyrna  plant  can  as- 
semble 180,000  trucks  a  year  at  full 
capacity.)  He  says  he  is  "looking  for 
American  suppliers  of  every  part  we 
can  get."  However,  his  demands  on 
delivery,  performance  and,  especially, 
price  will  make  it  hard  for  U.S.  suppli- 
ers to  compete — particularly  since  the 
trucks  will  retail  at  a  competitive 
base  price  of  around  $6,000. 

When  the  buy-American  bill  hits 
the  floor,  Runyon  can  only  hope  that 
the  House  will  vote  against  protec- 
tionism. He  points  out  that  his  plant 
alone  will  create  almost  3,000  jobs, 
not  counting  jobs  depending  on  the 
U.S. -made  glass,  tires  and  batteries  he 
will  buy.  He  makes  one  other  point: 
"When  you  start  throwing  up  trade 
barriers,  let  me  tell  you,  you're  going 
to  have  problems  with  people  throw- 
ing up  barriers  on  the  other  side  of  the 
water,  too." — Jay  Gissen 


A  mushrooming  problem 

As  if  the  American  food  processing 
business  weren't  competitive  enough 
now  comes  the  disheartening  news  of 
market  disruption  by  the  People's  Re- 
public of  China — specifically,  its  en- 
croachment on  the  estimated  $110 
million  canned  mushroom  industry. 
In  less  than  four  years,  imports  of 
canned  mushrooms  from  China  have 
exploded  from  virtually  no  presence 


Mushroom  tanner  Thomas  DiCecco 
Do  you  know  what's  on  your  pizza 


in  the  U.S.  marketplace  to  more  thai 
16%  of  annual  canned  mushroon 
consumption.  That's  too  much  ti 
swallow,  says  Thomas  DiCeccc 
president  of  Oxford  Corp.,  a  tiny  ($1' 
million  in  revenues)  canner  based  i] 
Oxford,  Penna.  in  the  heart  of  south 
eastern  Pennsylvania's  mushroor 
growing  country. 

"I  wonder  how  flag-waving  Amer: 
can  consumers  would  react  if  the 
knew  that  the  mushrooms  they  eat  a 
Pizza  Hut  probably  come  from  Coir 
munist  China, "  says  DiCecco,  42,  wh 
is  majority  stockholder  and  who  test: 
fied  on  canned  mushroom  imports  be 
fore  the  International  Trade  Commii 
sion  last  month.  Most  of  DiCecco 
production,  needless  to  say,  ends  u 
garnishing  pizzas.  He  claims  a  lot  o 
the  Chinese  canned  mushrooms  ai 
being  purchased  by  the  4,000-unit  Pi: 
za  Hut  restaurant  chain,  noting  th; 
Pizza  Hut  recently  testified  on  beha 
of  the  importers  at  ITC  hearings. 

A  spokesman  for  Pizza  Hut  sa\ 
"under  50%"  of  its  canned  musl 
rooms  comes  from  China,  and  he  ii 
sists  that  they  are  bought  for  the: 
superior  quality,  a  distinction  D 
Cecco  hotly  denies.  The  added  lure, 
would  seem,  is  price:  The  Chinese  se 
an  industrial,  size  10  can  of  musl 
rooms  for  $4.60 — which  is  about  ho 
much  it  costs  a  U.S.  grower  just  i 
raise  the  fungi. 

So  far,  DiCecco  and  his  15  fello 
canners  who  petitioned  the  IT 
haven't  seen  any  relief.  Informal  tall 
with  bankers  who  have  stopped  ma. 
ing  loans  to  mushroom  canners,  II 
says,  have  convinced  him  that  most 


Nissan's  Marvin  Runyon 

The  difference  between  40%  and  70%  could  total  almost  $1  billion. 


194 


FORBES,  OCTOBER  25,  19* 


'Coffee  from  Costa  Rica. . . 
Teddy  bears  to  Tacoma. . . 
tand  other  "essentials"  of  your 

everyday  life  are  brought  to  you  via 
iTransway's  international  network  of 

ransportation  and  distribution  companies. 

ransway  stands  for  leadership  and  innovation 
Freight  Forwarding,  Marine  Transportation,  Trailer  Manufacturing 

Liquefied  Petroleum  Gas.  From  the  rail  "piggyback"  of  consumer 
>ods  to  the  ship  transport  of  raw  materials,  from  producing  trailers  for 
jrishables  and  commodities  to  the  marketing  of  LPG... 

ransway's  going  places  to  bring  you  products  that  serve  your  needs. 


mm 

KMI 

nr-ti 

WW 

answay  International  Corporation,  747  Third  Avenue,  New  York,  New  York  10017 


NYSE  symbol:  TNW 


Faces 

Behind  the  Figures 


the  loans  outstanding  arc  in  default. 
DiCecco  wanted  the  ITC  to  cut  all 
canned  mushroom  imports  from 
more  than  50%  of  the  175  million 
pounds  consumed  annually  in  the 
U.S.  to  40%.  In  September  the  com- 
missioners split  their  vote,  two  find- 
ing no  market  disruption,  two  recom- 
mending an  import  quota  of  21  mil- 
lion pounds  annually  from  China, 
down  from  the  present  27  million. 
(The  issue  doesn't  affect  most  mush- 
room growers,  since  U.S.  consump- 
tion of  fresh  mushrooms  is  up  signif- 
icantly and  since  the  commodity  is 
too  perishable  to  be  imported  in  siz- 
able quantities.) 

The  outcome  hinges  on  a  decision  by 
President  Reagan,  expected  in  Novem- 
ber. Under  a  1974  law  enacted  to  pro- 
tect U.S.  markets  from  import  manipu- 
lation by  Communist  countries,  the 
President  may  set  his  own  restrictions, 
regardless  of  ITC  recommendations. 
Reagan  could  declare  no  market  dis- 
ruption and  thus  maintain  the  status 
quo.  An  ITC  staffer  won't  go  that  far; 
he  thinks  the  President  will  limit  Chi- 
nese mushroom  imports  somewhat. 
No  so  severely,  one  infers,  as  DiCecco 
would  wish  — Robert  McGough 


Melvin  and  Howard 

Three  months  ago,  in  a  panic  to  meet 
the  fall  fashion  market,  a  San  Francis- 
co importer  went  shopping  for  a  jew- 
eler to  set  a  two-point  diamond  on  the 
rear  pocket  of  each  of  23,000  pairs  of 
jeans  to  be  sold  at  about  $30  (retail). 
The  best  quote  in  Hong  Kong,  where 
the  jeans  were  made:  $1.50  per  dia- 
mond (not  counting  the  stone  itself),  if 
setters  could  be  found  to  do  the  work. 
The  job  went  to  Arrowhead  Jewelry,  a 
Marin  County,  Calif,  manufacturer, 
which  not  only  set  the  stones  but  also 
gold-plated  and  soldered  the  settings 
at  a  4,000-per-day  clip — all  for  47 
cents  apiece. 

"We  did  it  as  a  lark,"  says  Arrow- 
head co-owner  Melvin  Miller,  54, 
who  estimates  his  company's  cost  for 
each  setting  at  something  under  17 
cents.  Miller's  assessment  could  de- 
scribe the  way  Miller  and  his  brother 
Howard,  46,  have  turned  a  segment  of 
the  $2.5  billion  precious  metal  indus- 
try on  its  tradition-bound  head. 

In  1974  stockbroker  Howard,  dis- 


couraged by  the  beating  he  had  taken 
in  the  market,  folded  his  firm  and 
began  shuffling  around  the  retail  cir- 
cuit with  a  shoebox  full  of  his  wife's 
craftsy  silver  designs.  Thus  began  a 
cottage  industry — 1977  revenues,  $2 
million — which  found  Miller*farming 
out  piecework  to  50  bored  Marin 
County  housewives.  Enter  brother 
Melvin— an  industrial  engineer  and 
Lehigh  University  schoolmate  of  Lee 
Iacocca — who  had  been  running  a  re- 
tail apparel  store  near  Philadelphia. 
With  no  jewelry  manufacturing  expe- 
rience to  guide  them,  the  brothers  be- 
gan to  invent  their  own  cost-cutting 
machinery  to  mass-produce  14-karat 
gold  jewelry.  The  Millers  now  claim 
current  revenues  of  $31  million,  with 
a  pretax  margin  of  10%. 

"We  were  like  Henry  Ford,"  says 
Howard.    "We   didn't    know  what 


couldn't  be  done."  The  key,  they  fig- 
ured, was  integration.  In  jewelry- 
making  centers  like  New  York  and 
Providence,  R.I.,  fragmented  jobbers 
concentrate  on  a  narrow  phase  of  their 
craft,  i.e.,  polishing  or  stamping.  The 
Millers  prefer  to  do  it  all,  relying  on 
engineering  techniques  that  reduce 
the  gold  content  in  their  jewelry. 
They  claim  that  a  simple  gold-ball 
pierced  earring  can  be  made  at  Arrow- 
head with  20%  less  14-karat  gold  than 
a  comparable  earring  by  competitors 
and  priced  20%  lower  to  their  retail 
customers.  Add  to  this  a  nonunion 
labor  force  drawn  largely  from  San 
Francisco's  Vietnamese  community, 
a  staff  of  six  full-time  engineers  de- 
signing state-of-the-art  jewelry  ma- 
chinery, and  an  IBM  38  computer  that 
tracks  Arrowhead's   1 -million-piece 


inventory  of  1,600  styles,  and  th 
Millers  claim  to  undercut  prices  fron 
such  competitors  as  General  Mills 
Monet  division  by  as  much  as  30%. 

Now  the  Millers  are  expanding  int« 
discount  and  catalog  stores,  project 
ing  a  30%  increase  in  revenues  nexj 
year.  The  brothers — who  own  all  th 
shares  in  the  privately  held  compan 
and  owe  no  long-term  debt — are  shaii 
ing  in  the  glitter,  too:  Howard  drives 
silver  Porsche,  Melvin  a  red  Jaguai 
Says  Howard:  "Let's  just  say  Mel  and 
live  well." — Michael  Cieply 


Flight  plan 

"We  don't  need  an  aspirin,"  say 
Cessna  Aircraft  Chairman  Russe 
Meyer  Jr.  "We  need  a  Salk  vacant 
and  we  believe  we  have  it." 

Corporate  and  general  aviation,  c 


course,  are  among  the  most  expen 
able  luxuries  in  an  economic  dow 
turn — one  of  the  first  things  to  con 
out  of  the  budget  is  a  new  compai 
plane.  Result:  During  the  first  ni: 
months  of  1982,  Cessna  deliver 
only  2,200  aircraft,  vs.  5,400  in  t 
same  period  in  1980.  In  its  third  qu; 
ter,  ended  June  30,  earnings  per  sha 
skidded  92%  from  1981,  to  9  cents  i 
sales  of  $177  million,  and  over  t 
past  year  Cessna  laid  off  over  40% 
its  13,000  workers. 

So  what  is  Meyer's  Salk  vaccin 
"It's  called  the  company  airline," 
says.  For  a  five-year  contract  at  fix 
fees— from  $25,500  to  $45,500  f 
month,  a  considerable  savings  o\ 
buying  a  plane — Cessna  will  dehve 
new  plane,  painted  to  the  custome 
specifications,  along  with  a  train 


Arrowhead  Jewelry's,  Howard  and  Melvin  Miller 
They  didn't  know  what  couldn't  be  done. 
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essna  Aircraft's  Russell  Meyer 

lust  pay  for  the  gas  and  tell  the  pilot  where  you  want  to  go. 


[lot  and  copilot,  hangar  and  office 
pace  at  the  nearest  airport,  mainte- 
pnce  and  insurance.  All  the  custom- 
[  need  do  is  tell  the  pilot  where  to  fly, 
pd  pay  for  fuel  and  incidentals  like 
Hiding  fees.  No  capital  outlay,  no 
Derations  headaches  and — perhaps 
lost  crucial — no  embarrassing  expla- 
ttions  to  stockholders  as  to  why  a 
lane  was  bought  in  the  first  place. 
I  Meyer,  50,  hopes  the  innovation 
fill  bring  Cessna  at  least  $50  mil- 
pn  in  additional  annual  revenues 
pen  it  gets  going — in  the  first  fort- 
:ght,  he  says,  he  has  signed  up  four 
Ustomers.  What  are  the  benefits  to 
jtessna?  The  aircraftmaker  can  offer 
llatively  low  rates  because  it  retains 
|e  right  to  take  applicable  invest- 
ent  tax  credits  and  depreciation,  as 
;11  as  the  usually  high  residual  val- 
:  of  the  aircraft. 

jln  fact,  although  Meyer  says  he 
illy  expects  to  lose  some  airplane 
ijles  to  the  leasing  program,  Cessna 
[jObably  will  make  more  money 
jiising  aircraft  than  selling  them. 
1st  of  all,  he  says,  "We  may  finally 
I  able  to  bring  some  people  back  to 
,irk." — Subrata  N.  Chakravaity 

Here's  how 

1  inley  Stankiwicz  learned  about  the 
ind  of  Scotch  whiskey  called  Us- 
iaebach  (pronounced  Es-kwi-bah) 
I  im  a  newspaper  account  of  Presi- 
nt  Nixon's  1969  inauguration, 
len  it  was  served  at  a  reception.  He 
it  off  a  pencil-written  note  to  the 
nily  of  William  Grigor,  which 
/ned  the  company  in  Inverness,  to 
:  if  he  could  buy  a  case.  After  a  year 


of  tribulations — he  was  first  told  it 
was  sold  only  to  "appropriate  custom- 
ers"— he  received  his  case  and  fell  in 
love  with  the  brew.  Usquaebach,  a 
blend  of  85%  malt  whiskeys  and  15% 
grain  whiskey  aged  at  least  20  years,  is 
drunk  largely  by  masters  of  one-up- 
manship and  is  considered  one  of  the 
finest  whiskeys  in  the  world.  One  of 
the  reasons  for  its  exclusivity  is  the 
price:  approximately  $50  a  fifth  in  the 
U.S.  and  in  Great  Britain  and  $268  a 
fifth  in  Japan. 

Stankiwicz  liked  Usquaebach  so 
much  he  got  himself  appointed  U.S. 
distributor,  but  could  never  get  any 
product  delivered  from  the  London 
agent  who  had  worldwide  distribu- 
tion rights.  He  complained  to  the  Gri- 


gors.  "You  can  imagine  my  surprise 
when  they  offered  to  solve  my  prob- 
lem by  selling  me  the  whole  oper- 
ation," Stankiwicz  says.  The  Grigors 
had  owned  Usquaebach  since  1876 
and  through  a  series  of  family  trage- 
dies had  decided  they  wanted  out. 
Stankiwicz  bought  the  formula  and 
trademark  for  an  undisclosed  sum. 
However,  he  could  not  find  a  blender 
in  Scotland,  since  most  distillers 
wouldn't  take  the  business  unless 
they  held  the  trademark.  Stankiwicz 
finally  located  Douglas  Laing  &  Co. 
Ltd.,  a  Glasgow  distiller,  which 
agreed  to  make  the  brew. 

Stankiwicz'  first  office  was  in  the 
basement  storage  area  of  his  apart- 
ment in  Castle  Shannon,  a  suburb  of 
Pittsburgh,  not  Dublin.  Now  his  com- 
pany, Twelve  Stone  Flagons  Ltd.  (es- 
sentially Stankiwicz,  his  wife  and  two 
office  assistants),  operates  out  of  an 
elegantly  furnished  Pittsburgh  office. 
Last  year  the  company  sold  3,300 
cases  of  Usquaebach;  this  year  it  ex- 
pects to  sell  6,000.  The  outfit  also 
handles  a  line  of  select  brandies, 
champagnes,  liqueurs,  cognacs  and 
Armagnacs,  but  75%  of  its  $2  million 
in  revenues  comes  from  Usquaebach. 
The  gross  margin  on  sales,  Stankiwicz 
says,  runs  about  30%,  from  which  he 
maintains  his  office,  pays  shipping 
and  travel  costs  (he  is  the  sole  sales- 
man) and  reaps  a  profit.  He  wants  to 
approach  venture  capitalists  to  raise 
money  for  a  full-time  sales  force  to 
work  on  commission.  After  all,  de- 
spite world  economic  calamities, 
Stankiwicz,  40,  expects  his  business 
to  grow:  "The  purchasers  of  Usquae- 
bach don't  appear  to  be  worried  about 
being  laid  off." — Stanley  W.  Angrist 


Stanley  Stankiwicz  of  I  Usquaebach  Scotch 

The  drink  for  those  who  aren't  worried  about  being  laid  off. 
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If  you  like  to  do  New  York  in  style,  here  are 
six  new  hotels  from  Wall  Street  to  Central 
Park  that  cate)~  to  the  executive  set. 


Gotham's  new 
inn  places 


Personal 
Affairs 


Edited  by  William  G.  Flanagan 

You've  heard  the  joke  about  the 
New  Yorker  and  the  Chicagoan  argu- 
ing over  which  city  has  the  biggest 
buildings  and  how  quickly  they  were 
constructed.  After  a  day  of  showing 
off  New  York's  new  towers,  which 
the  Chicagoan  constantly  topped,  the 
exasperated  New  Yorker,  replying  to 


9. 


his  friend's  query  about  the  new 
AT&T  "Chippendale"  building,  re- 
marked: "I  don't  know  anything 
about  that  one.  It  wasn't  there  this 
morning." 

Well,  it  seems  like  only  yesterday 
New  York  was  way  behind  other 
cities  when  it  came  to  glittering  new 
hotels;  now  almost  overnight  there 
are  six  new  deluxe  hostelnes  gracing 
the  ever-changing  skyline.  None  is 
more  than  26  months  old.  And  this 
fall — the  busiest  season,  when  most 
of  the  city's  100,000  prime  hotel 
rooms  are  usually  spoken  for  well  in 
advance — you  may  even  be  able  to 
pick  the  hotel  of  your  choice.  The 
current  occupancy  rate  has  been  run- 


ning about  68%,  down  from  an  aver 
age  of  about  80%  in  1979  and  1980 
New  York  City  still  expects  an  aver 
age  of  1.5  million  visitors  in  each  ■ 
the  months  of  October  and  Novem 
ber.  If  you  will  be  among  them,  yoi 
might  consider  staying  at  one  of  th< 
new  inns. 

Tlhe  Helmsley  Palace  at  455  Madi 
son  Ave.  (212-888-7000),  behind  St 
Patrick's  Cathedral,  is  a  schizophren 
ic  that  already  has  its  ardent  admirer 
and  its  never-again  detractors.  Liki 
Gaul,  it  is  divided  into  three  parts 
Because  of  the  city's  tough  landmarl 
preservation  laws,  the  developers  hai 
to  incorporate  the  Stanford  White-de 
signed  Villard  Houses  into  the  nev 
hotel.  Thank  the  Lord  (the  buildin. 
was  last  the  office  of  the  New  Yorl 
Archdiocese).  The  restoration  of  th 
Itahanate  mansion  and  the  creatioi 
within  of  restaurants,  banquet  am 
meeting  rooms  and  a  bar  have  beei 
brilliantly  brought  off.  (New  Yorkers 
who  generally  eschew  hotel  restau 
rants,  have  flocked  to  the  Palace's 
they  account  for  half  the  patrons.) 

Adjacent  to  the  Villard  Houses,  am 
an  odd  marriage  for  all  the  though 
behind  it,  rises  a  51 -story,  1,050-roor 
steel-and-glass  box.  The  sleek  lobb> 
off  which  is  a  lively  piano  bar  name 
Harry's  (after  owner  Harry  Helmsley 
gives  access  to  the  hotel's  two  mai 
sections.  Most  of  the  decent-siz« 
well-appointed  guest  rooms — the  les 
expensive  singles,  on  the  hotel's  low 


X 
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Breakfast  at  the  Helmsley  Palace 
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er  41  floors — are  reached  from  the  lob- 
by elevators. 

The  Tower  is  a  hotel  within  a  hotel, 
with  its  own  service  desk,  concierge 
and  elevator  bank.  The  suites,  apart- 
ments and  rooftop  triplexes  have  been 
called  sumptuous,  gaudy  and  garish, 
but  never  dull.  There  are  several 
suites  well  suited  for  business  and 
board  meetings;  the  more  lavish  digs 
are  more  suitable  for  such  recent  visi- 
tors as  Elizabeth  Taylor  and  the  occa- 
sional Arab  prince.  (One  Arab  prin- 
cess recently  rented  several  triplexes 
for  herself,  her  entourage  and  their 
impedimenta;  an  entire  triplex  was 
needed  for  their  luggage  alone.  Total 
tab  for  a  single  evening:  over  $10,000. | 

Despite  its  size  and  complexity,  the 
Palace  bears  the  stamp  of  a  single 
hand  everywhere,  from  the  decor,  to 
the  furnishings,  to  the  unique  door- 
men's garb,  to  the  performance  of  the 
[staff.  They  all  reflect  the  tastes  of 
iLeona  Helmsley,  the  hotel  president 
'and  wife  of  the  developer.  The  Palace 
(is  very  much  her  baby. 

Dining  at  the  Palace  is  an  experi- 
ence. The  main  restaurant,  the 
Trianon  Room,  is  a  classically  styled, 
cwo-story-high  dining  room  high- 
lighted with  crystal  chandeliers,  floral 
paintings,  handwoven  carpets,  Greek 
•statuary  and  silver  brocade  walls, 
ideal  for  an  intimate  dinner  with 
upouse  or  friend,  but  not  for  a  typical 
business  meal.  Continental  cuisine  is 
how  well  above  standard  hotel  fare. 
The  tariff  for  two  runs  about  $100, 
Ijinless  you  get  fancy  with  the  wine. 
Irhe  list  runs  from  $16  California  var- 
lletals  to  $450  rare  Bordeaux  reds.)  The 
ifeold  Room,  which  serves  tea  from  3 
l.m.  to  6  p.m.,  then  cocktails,  has  a 
ijesident  harpist.  The  Hunt  Bar  and 
Madison  Room,  adjacent  to  the  Gold 
|f.oom  in  the  old  mansion,  are  also 
•pen  for  tea  and  cocktails.  You  can 
|  jtlso  get  a  hot  sandwich  in  the  Madi- 
(ion  Room's  "carvery." 
[I  Some  noteworthy  amenities:  a  sa- 
Lpn  for  both  men  and  women,  24-hour 
ifoncierge,  24-hour  room  service,  ex- 
Ijress  mail  pickup  and  delivery,  a 
tjiodern,  electronic  security  system. 
>:i  Rates:  standard  rooms,  $135  to 
lp.15;  suites,  $400  to  $500;  apart- 
ments, $750;  triplex  suites,  $1,000. 

nhe  Grand  Hyatt  at  42nd  Street  be- 
i  Itween  Park  and  Lexington  avenues 
j|12-883-1234)  is  the  city's  glitziest 
r;  ew  giant,  with  close  to  1,500  rooms 
Bid  suites— as  large  and  as  hectic  as 
t!  he  Grand  Central  Terminal  under- 
I  .'ound  complex  it  sits  atop.  The  34- 
I  ory  structure  (with  surprisingly  few 
'  )od  views,  because  of  surrounding 

igher  buildings)  rose  from  the  ashes 


Naught}',  han  dy,  gaudy,  sporty  42nd  Street 


Going  up  at  the  Hyatt 


of  the  old  Commodore  Hotel. 

In  typical  Hyatt  fashion,  the  hotel's 
focal  point  is  its  huge  atrium,  domi- 
nated by  a  cascading  waterfall  and  a 
100-foot  bronze  sculpture.  The  huge 
interior  is  all  polished  dark  stone, 
chrome  and  glass.  A  bustling  bar  over- 
looks an  even  more  frenzied  42nd 
Street;  an  open  restaurant  gives  pa- 
trons the  opportunity  to  people-watch 
while  dining. 

The  atmosphere  of  the  Hyatt  seems 
to  suggest  efficiency,  speed,  conve- 
nience— which  is  why  it  is  so  popular 
with  business  travelers.  The  rooms 
are  contemporary  in  decor,  with 
muted  colors,  and  of  generous  size. 
For  business  guests,  the  hotel  will 
soon  open  the  Regency  Club,  a  sepa- 
rate section  of  the  hotel  with  special 
amenities,  including  its  own  con- 
cierge, separate  areas  for  cocktails  and 
hors  d'oeuvres,  complimentary  conti- 
nental breakfast,  etc. 

The  hotel  has  three  restaurants. 
The  most  formal  is  Trumpet's,  named 
after  real  estate  tycoon  Donald 
Trump,  whose  Trump  Organization 
jointly  owns  the  hotel  with  Hyatt 
Corp.  Trumpet's  cuisine  is  French- 
American;  dinner  includes  such  en- 
trees as  tournedos  of  veal  and  fillet  of 
snapper  with  sole  pyramid.  Lunch  for 
two,  including  cocktails,  costs  about 
$60;  dinner,  $75  and  up.  The  Crystal 
Fountain,  overlooking  the  lobby,  is 
more  relaxed  in  both  style  and  cui- 
sine. Suitable  for  breakfast,  a  light 
lunch  or  a  quick  dinner.  As  you  dine 


you  can  look  up  at  the  mirrored  ceil- 
ing and  watch  reflections  of  taxis 
moving  along  on  Lexington  Avenue. 
The  SunGarden  is  a  glassed-in  garden 
lounge  cantilevered  over  42nd  Street. 
Breakfast,  lunch,  brunch  and  cock- 
tails are  served. 

Rates:  singles,  $110  to  $155;  dou- 
bles, $135  to  $180;  suites,  $300  to 
$1,500. 

Tlhe  Vista  International,  3  World 
Trade  Center  (212-938-9100),  rep- 
resents quite  a  gamble  on  the  part  of 
Hilton  International,  which  manages 
the  place,  and  Kuo  Hotel  Corp.,  which 
owns  it.  Reason:  Who  wants  to  be  in 
the  financial  area  of  Manhattan  after 
dark?  The  answer  seems  to  be  many 
business  people  who  simply  want  a 
stiff  drink,  a  workout  in  the  gym,  a 
meal  at  the  end  of  the  day  and  who 
want  to  expend  all  their  energies  hus- 
tling business  and  preparing  for  it. 

The  Vista  might  well  have  been  de- 
signed by  a  committee  of  business 


Vista  s  Tall  Ships  bar 
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people  who  have  spent  years  on  the 
road  and  had  a  raftful  of  suggestions 
on  how  to  make  life  easier.  Some  of 
the  touches  are  small — free  shoe- 
shines,  24-hour  room  service,  compli- 
mentary Vi'cill  Street  Journal  in  the 
morning,  a  bar  where  you  can  get  a 
deli  sandwich  instead  of  an  entire 
meal.  Other  amenities,  usually  harder 
to  come  by:  an  executive  fitness  cen- 
ter, including  a  jogging  track,  sauna, 
swimming  pool  and  racquetball 
courts;  a  small  reference  library  with 
copying  machine,  telex  facilities  and 
secretarial  services  (at  S16  an  hour!; 
offices  you  can  rent  for  $75  per  day  or 
S50  per  half  day. 

The  hotel  also  has  what  it  calls  the 
Executive  Floors,  where  rooms  are 
specially  reserved,  and  there  is  a  pri- 
vate lounge  where  you  can  get  free 
coffee,  newspapers,  snacks  and  cock- 
tails. A  special  concierge  is  also  on 
duty  there. 

While  midtown  is  a  $5  cab  ride 
from  the  hotel,  many  Vista  guests  are 
stay-at-homes  in  the  evening.  The 
Windows  on  the  World  restaurant  is 
just  next  door,  of  course,  atop  the 
World  Trade  Center,  and  there  are 
three  places  to  dine  in  the  hotel  itself. 
The  American  Harvest  is  the  mam 
restaurant.  It  has  the  look  and  feel  of 
an  old  townhouse.  Some  specialties: 
cioppino  gumbo,  potlatch  salmon, 
hcrbed  pork  chops,  deep-dish  pies. 
The  Greenhouse  is  a  popular-priced 
restaurant  looking  out  on  the  World 
Trade  Center  plaza.  The  Tall  Ships 
bar,  done  in  mahogany,  brass  and 
etched  glass,  is  popular  after  the  stock 
market  closes  with  both  hotel  resi- 
dents and  commuting  Wall  Streeters. 
On  Wednesday  and  Friday  evenings 
there  is  a  jazz  combo. 

Rooms  in  the  Vista — there  are  825, 
including  88  suites — are  modern,  not 
overly  large,  but  comfortable.  Many 
have  spectacular  Hudson  River  views. 
Rates:  singles,  $98  to  S134;  doubles, 
$128  to  $164;  Executive  Floors:  sin- 
gles, $155;  doubles,  $185.  Suites:  $225 
to  $850. 

^Tou  would  expect  to  find  a  luxury 
Aapartment  house,  not  a  hotel,  at 
118  W.  57th  St.,  right  in  the  thick  of 
some  of  New  York's  tonier  boutiques 
and  shops,  hard  by  Carnegie  Hall.  And 


Jogging  at  tin.'  Parker  Meridien 

owner  Jack  Parker,  a  self-made  real 
estate  magnate,  intended  to  build  just 
that.  But  somewhere  along  the  line, 
Air  France's  Meridien  hotel  group  got 
to  him,  and  the  Parker  Meridien  (212- 
245-5000)  was  born.  It  is  owned  by 
Parker  and  managed  by  the  Frencb 
group.  The  result  is  a  charming,  laid- 
back  hotel  with  a  soupcon  of  Gallic 
charm.  It  is  the  kind  of  place  where 
one  would  expect  to  run  into  Yves 
Montand,  who,  in  fact,  recently 
stayed  there. 

The  lobby  and  promenade  of  the 
hotel  are,  well,  eclectic.  The  ceiling 
soars  to  65  feet,  the  floor  is  marble  of 
an  11th-century  design  and  the  walls 
are  lined  with  pillars  and  mirrors. 
There  are  hints  of  St.  Peter's  in  Rome, 
the  Hall  of  Mirrors  in  Versailles  and 
Pennsylvania  Station  in  New  York. 


Sante.  at  the  Maurice 


The  site  of  the  building  is  the  c 
Great  Northern  Hotel. 

To  stay  at  this  hotel,  you  had  bet 
feel  comfortable  with  blonde  oak.  T 
walls  of  the  balconied  atrium  i 
lined  with  it,  and  the  built-in  fur 
ture  in  all  the  rooms  is  made  of 
Somehow,  it  blends  with  the  marl 
(all  the  baths  are  Italian  marble),  br; 
and  muted  wall  coverings. 

Rising  41  stories,  the  hotel  has  5 
rooms  and  100  apartments  (for  corj 
rate  use).  Rooms  above  the  21st  flc 
facing  north,  toward  Central  Park, 
fer  the  best  views,  but  there  are  int 
esting  angles  south  and  east,  too. 

The  Parker  Meridien  lacks  a  maj 
size  banquet  or  meeting  hall,  so  lai 
meetings  or  conventions  are  oui 
meaning  the  hotel  is  exceptiona 
quiet  for  one  its  size.  The  Montp 
nasse  bar  has  French  Impressionist 
productions  about  and  is  reminisa 
of  the  kind  of  boite — modern  styl» 
you  might  encounter  in  Paris. 

The  Maurice  restaurant,  howev 
is  where  the  French  touch  is  mi 
apparent.  It  is  a  gourmet  restaur; 
featuring  la  nouvelle  cuisine,  wi 
menus  created  by  Alain  Senderen,  i 
chef  at  l'Archestrate  in  Paris.  It  1 
won  praise  from  New  York's  sno 
iest  food  critics.  The  tab  is  compa 
ble  to  what  one  would  pay  in  m 
good  French  restaurants  in  tov 
about  SI 00  for  two. 
-  There  is  a  less  formal  restaurant 
lunch  and  breakfast,  Le  Patio,  and 
hour  room  service. 

The  hotel  also  boasts  a  small  rc 
top  pool  and  jogging  track,  and  gue 
can  use  the  facilities  of  a  health  c 
on  the  premises,  La  Raquette,  wh 
has  exercise  rooms  as  well  as  racqu 
ball  and  squash  courts. 

Rates:  single  rooms,  $115  to  SI 
double  rooms,  $135  to  $190;  suii 
$205  to  $450. 
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elcome  to  the  Harle]' 


}n  East  42nd  Street,  next  to  the 
Daily  News  Building,  is  the  Har- 
I  Hotel  (212-490-8900),  which  has 

0  pretensions  of  being  anything  oth- 
r  than  a  nice,  quiet,  clean  hotel — and 
icceeds  at  it.  Modern  without  being 
irish,  its  rooms  are  not  huge  but  they 
e  bright  and  pleasant.  With  800 
10ms  on  40  floors,  it  is  the  flagship  of 
le  Harley  Hotel  division  of  Helmsley 
otels  (of  Palace  fame).  The  name 
arley  derives  from  Har(ry)  and  Le(o- 
i)  Helmsley. 

The  main  restaurant  is  also  named 
ter  Mrs.  Helmsley;  Mindy's  (her 
ckname)  is  big  and  bright,  with  a 
lural  on  one  wall  depicting  historic 
ew  York  scenes.  Opposite  is  a  glass 
all  overlooking  a  landscaped  plaza 
ii  41st  Street.  A  harpist  (as  at  the 
:ilace)  plays  during  dinner.  The  cui- 
ne  is  agreeable,  the  service  efficient. 
*vo  ought  to  be  able  to  dine  nicely, 
ith  wine,  for  under  $100,  though 
:me  of  the  pricier  entrees  can  be  very 
mpting  (grilled  quail  with  ginger 
jiutney  or  crisp  duckling  flambe,  for 
iample).  At  the  lobby  level  is  the 
cal  Harry's  bar,  named  after,  you 
,.essed  it. 

Some  nice  additional  touches:  If 
,oi  fail  to  answer  your  second  wake- 

1  call,  a  security  guard  is  sent  to 
:ch  you.  There  are  scales  and  swiv- 
ng  mirrors  in  all  bathrooms. 

Like  the  Palace,  the  Vista,  the 
and  Hyatt  and  the  Parker  Meridien, 
e  Harley  uses  magnetically  encoded 
om  "keys,"  which  are  actually 
rds  that  are  slipped  into  door  slots 
gain  entry. 

Rates:  singles:  $95  to  $140;  doubles, 
Hl5  to  $160;  suites,  $250. 

rew  York  has  always  suffered  from 
a  shortage  of  small,  first-rate  ho- 
s,  and  the  trouble  with  jewels  like 
k  brand-new  Ritz-Carlton,  at  112 
ntral  Park  South  (212-757-1900),  is 
i  it  you  cannot  always  stay  at  them, 
t  for  a  certain  type  of  business  trav- 
:r,  there  can  simply  be  no  substitute 
that  kind  of  service  and  attention. 
At  the  Ritz,  for  example,  with  the 
ming  bed  turn-down,  the  maid 
ves  a  Godiva  chocolate  and  a  min- 


iature of  cognac.  A  bathrobe  is  sup- 
plied in  each  room.  Each  room  has 
three  telephones,  with  at  least  two 
lines.  Laundry  and  pressing  service  is 
available  24  hours  a  day,  as  is  room 
service.  There  is  a  night  butler. 

With  256  rooms,  the  Ritz  (carved 
out  of  the  old  Navarro)  is  the  fourth, 
and  largest,  hotel  owned  by  John 
Coleman,  who  has  to  be  the  most 
finicky  hotel  owner  in  the  world,  all 
to  the  benefit  of  the  guests.  The  Fair- 
fax in  Washington  and  the  Whitehall 
and  Tremont  in  Chicago  have  all 
undergone  painstaking  refurbishing 
since  Coleman  acquired  them,  and  so 
has  the  Ritz — to  the  tune  of  $15  mil- 
lion. Step  into  any  of  the  rooms,  96  of 
which  have  spectacular  views  of  Cen- 
tral Park,  and  you  are  instantly  trans- 
formed into  an  English  lord  or  lady. 
The  beds  have  two-  or  four-poster  ma- 
hogany bedsteads.  Curtains,  bed- 
spreads and  upholstery  are  English 
chintz.  Regency-style  chairs  are  up- 
holstered in  cream-colored  leather. 


Lamps  are  Oriental  porcelain.  Even 
the  doors  are  mahogany  paneled  (with 
real  keys).  On  the  walls  are  old  En- 
glish prints,  which  Coleman  himself 
collected  in  London. 

Each  room  also  has  a  substantial, 
mahogany  desk  you  can  really  work 
at,  with  phone  and  desk  light.  Several 
of  the  baths  are  equipped  with  Jacuz- 
zis, and  all  have  heat  lamps,  a  phone, 
a  row  of  makeup  lights  along  the  mir- 
ror and  a  vanity  enclosing  the  sink. 

The  Jockey  Club  bar  and  restaurant 
has  not  yet  been  opened,  but  is  pan- 
eled in  18th-century  pine,  with 
pegged  hardwood  flooring,  three 
working  fireplaces  with  antique  man- 
tles and  English  marble  trim. 

If  this  all  sounds  a  bit  too  masculine 
for  everyone's  taste,  well,  it's  Cole- 
man's hotel,  and  he  likes  it  that  way. 
Judging  by  the  other  hotels  he  has 
opened,  he  will  not  be  alone. 

Rates:  single  rooms,  $125  to  $185; 
double  rooms,  $145  to  $205;  suites, 
$350  to  $850. 


The  Ritz-Carlton,  overlooking  Central  Park' 


Someone  at  the  Ritz  knows  what  business  travelers  want 
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TJie  $1795. 

Personal  Business 
Computer 

that  is  changing 
the  way  people 
go  to  work. 

Henry  Ford  revolutionized 
personal  transportation. 

Adam  Osborne  has 
done  the  same  for  personal 
business  computing. 

Virtually  everything 
you  need  in  a  personal 
business  computer  to  work 
faster  and  better  with  words, 
numbers,  and  ideas  is  included 
in  a  portable  carrying  case  you 
can  take  anywhere. 


The  Osborne  is  easy  to 

learn,  fun  to  use,  and  quickly 

becomes  indispensable. 

One  price,  $1795,  buys  it  all 
The  Osborne  is  available 

from  a  computer  retailer  near 

you. 

And  you  can  buy  it  in  any 
color  you  want.  As  long  as  it 
is  blue. 

Put  away  your  buggywhips. 


$1795.  Complete.  Including  Soft  war 


For  your  nearest  dealer, 
call  (in  California)  800  772-3545 
ext.  905;  (outside  California)  call 
800  227-1617 
ext.  905. 


COMPUTER  CORPORATION 


The  S1795  suggested  retail  price  tor  the  Osborne  1  (a  trademark  ot  Osborne  Computer  Corporation)  includes  a  full  business  keyboard,  built-in  CRT  display,  two  built-m  lioppy  disk  drives. 
CPU  and  64  kilobytes  ol  RAM  memory,  RS-232  and  IEEE  488  interlaces,  and  the  tollowmg  software  packages  WORDSTAR*  word  processing  with  MAIIMERGE*  (a  registered  trademark  ol 
MicroPro  International  Corporation  ot  San  Rafael,  California).  SUPERCALO*  electronic  spreadsheet  system  (a  trademark  ot  Sorcim  Corporation).  CBASIC*  (a  registered  trademark  ot  Compiler 
Systems).  MBASIC*  (a  registered  trademark  ot  Microsoft),  and  CP/M*  (a  registered  trademark  ol  Digital  Research) 


The  Forbes/Wilshire  5000  Review 


|  rength  in  the  secondaries.  While  the  blue  chips  were 
I  uggling,  NASDAQ  issues  managed  to  make  some  ad- 
,  nces.  As  in  previous  rallies,  it  took  NASDAQ  stocks  a 
ji:  of  time  to  follow  in  the  tracks  of  larger  companies, 
i.  iring  the  last  few  weeks,  however,  the  secondary  stocks 
live  developed  a  momentum  of  their  own. 
I  For  the  recent  two-week  period  NASDAQ  issues  ad- 
t  need  1.1%.  Over  the  past  month,  meanwhile,  they  are 
{.lead  3.7%  vs.  negative  figures  for  all  other  major  mdex- 
b  The  allure  of  these  is  their  low  prices  and  small  floats. 
I  impanies  like  Carhart  Photo,  Sloan  Technology  and 
I  deo  Station  have  made  spectacular  percentage  advances 


in  recent  trading  sessions. 

While  this  was  happening,  however,  blue  chips  were 
experiencing  some  consolidation  and  profit-taking.  It  is 
also  likely  that  with  the  end  of  the  September  quarter, 
money  managers  are  under  less  pressure  to  dress  up  their 
portfolios  with  rally  favorites.  With  continuing  signs  of 
economic  weakness,  the  Dow  suffered  a  minor  setback 
over  the  last  two  weeks.  The  Amex  experienced  an  even 
sharper  two-week  drop,  but  at  least  some  of  this  stems 
from  weakness  in  widely  held  Dome  Petroleum.  The 
broad-based  indexes  such  as  the  Wilshire  5000  and  Forbes 
500  were  also  off  by  a  few  tenths  of  a  percentage  point. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


■ercent  change 

Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500' 

industrials 

Composite 

Value  Index 

Composite 

n  last  4  weeks 

-0.2 

-0.2 

-1.9 

-0.4 

-0.7 

3.7 

last  52  weeks 

0.4 

N.A. 

5.5 

1.7 

-8.0 

2.3 

Stock  performance  based  on  five  key  investor  yardsticks 


ercent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

i  last  4  weeks 

-0.1 

2.5 

2.0 

0.8 

2.7 

1.6 

-0.3 

2.3 

1.7 

1.9 

last  52  weeks 

8.2 

14.7 

-3.3 

19.6 

15.3 

16.6 

9.8 

14.1 

4.6 

4.9 

t  Not  available. 
:d  on  sales 

ock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
nantitativc  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates 


:  All  data  for  periods  ending  10/1/82  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Where  The  Action  Is 


Betting  against  a  recovery.  Sellers  pushed  down  prices 
of  manufacturing,  resource,  technology,  and  transporta- 
tion companies — all  the  kinds  of  basic  businesses  that 
could  help  the  economy  out  of  a  rut.  But  investors  were 
stocking  up  on  utilities — defensive  issues  that  generally 
hold  up  well  in  periods  of  economic  weakness. 


A  second  reason  for  investing  in  utilities  is  that,  witlj 
their  high  yields,  these  stocks  become  even  more  attrac 
tive  if  interest  rates  begin  to  climb  again.  Shares  in  compa 
nies  in  the  finance  sector  were  also  in  demand.  Ora 
possible  reason:  Higher  trading  volume  usually  mean 
larger  profits  for  the  brokerage  industry. 


Percent  change  in  last  52  weeks  ^^!r     Percent  change  in  last  two  weeks 


Capital  goods 


-25 


2.o 


I  I  I  I  I  I  |  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'81 


'82 


Energy 

+  25 

1  -1\  1 

-25 

1  1  1  1  1  1  1 

1  1  1  1  1 

1  1  1  1  1  1 

1  1  1  1  1  1  1 

'81  > 

'82 

Technology 


I  i  i  i  i  I  i  I  i  i  i  i 


'81 


'82 


Consumer  durables 


+  25 


-25 


+  0.3 


I  I  I  I  I  I  I  I  I  I  I  II  I  I  I  I  I  I  I  I 


Finance 


-25 


-25 


+  2.8 


11  I  I  I  I  I  I  I  I  I  I  I  I  11  I 


I  I 


'81 


'82 


Transportation 


+  25 


-0.1 


I  I  I  I  1  I  I  I  I  I  I  I  II  I  I  1 


'82 


Consumer  nondurables  and  servict 


-25 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  M  I 


'81 


'82 


Raw  materials 


25 


-25 


I  I  1  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'81 


'82 


Utilities 


25 


I  I  I  1  I  I 
'81  1 





'82 


What  The  Analysts  Think 


Reality  sinks  in.  In  the  last  two  weeks  the  buy/sell    ing  more  pessimistic.  Note  that  utilities  and  finance — t 

consensus  shifted  toward  the  sell  side.  Despite  splashy  two  strongest  sectors  in  terms  of  stock  performance — al 
news  from  Wall  Street,  institutional  analysts  are  becom-    advanced  in  rank  and  are  now  close  to  leading  here  as  we 


The  consensus  of  opinion 

Revi 

sed 

2.4SV 

2.72  ^ 

 1 — I — l_i  .1.1.111    1  i 

l    I  J 

ONDJFMAMJJ  A 

S  O 

Rank 


Sector 


Technology 


Utilities 


Capital  goods 


Finance 


Consumer  non-durables 


Energy 


Raw  materials 


Transportation 


Consumer  durables 


Current 
opinion 


2.41 


2.55 


2.61 


2.69 


2.79 


2.80 


2.81 


2.84 


3.02 


Rank 
2  weeks  ago 


Rank 
4  weeks 


l 


Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buyl  to  5  |strong  sell)  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  |^  • 
views  of  200  institutional  analysts  The  consensus  of  opinion  graph  is  the  composite     graphed  above  All  figures  are  weighted  for  market  capitalization 


Note:  All  data  for  periods  ending  10/1/82  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Its  skilled  workforce 
lelps  Todd  outperform  the 
shipbuilding  industry. 


FORTUNE'S  1982  list  of  the 
DO  largest  industrials,  Todd  ranked 
ith  in  net  income  as  a  per  cent  of 
ockholders'  equity.  The  company 
thieved  a  28.7%  return  in  fiscal 
[81,  compared  with  a  minus  6.4% 
fedian  return  for  the  shipbuilding, 
nilroad  and  transportation  equip- 
ment industries. 

^  principal  reason  for  this  continuing 
s ong  performance  is  the  highly 
billed  workforce  at  our  Los  Angeles 
Sd  Seattle  Divisions  currently  con- 
ducting 29  guided  missile  frigates 
(FGs)  for  the  U.S.  Navy. 

E;icked  up  by  the  most  advanced 
tchnology  and  ship  construction 
r  3thods,  as  well  as  modern  facilities 
Ed  equipment,  these  expert  ship- 
t  ilders  have  realized  impressive 
pductivity  gains  since  FFG  con- 
duction began  in  1976.  In  fact,  the 
It  17  ships  to  be  delivered  by  Los 
fageles  and  Seattle  are  projected 
||  completion  a  total  of  96  weeks 
e  rly,  at  a  savings  to  the  Navy  of 
n  >re  than  $40  million. 

ildd's  in-place  workforce  is  capable 
handling  any  frigate/destroyer/ 
c  User  construction  or  auxiliary 
c aversion  program  planned  by 
ilr  Navy  for  its  expanded  600-ship 
h;5t— including  AEGIS-equipped 
fcmbatants.  And  the  productivity 
if  brovements  achieved  on  the  very 
s:;cessful  FFG  program  are  cur- 
rc  tly  directly  applicable  to  future 
:N  s/al  construction  programs,  an 
ir  )ortant  advantage  that  will  help 
T  id  continue  to  outperform  the  in- 
d  stry  for  some  time  to  come. 


($  millions 
except  per  share) 

March  28, 
1982 

March  29, 
1981 

March  30, 
1980 

March  31 , 
1979 

March  31 , 
1978 

SALES 

$715.9 

$610.5 

$507.4 

$389.8 

$255.6 

NET  INCOME 

31.7 

23.0 

19.4 

12.0 

(  -4) 

INCOME  PER 
SHARE 

6.01 

4.49 

5.66 

3.93 

(.13) 

TOTAL  ASSETS 

332.0 

288.3 

187.7 

152.4 

128.9 

SHAREHOLDERS' 
EQUITY 

$117.0 

$  80.3 

$  58.8 

$  21.7 

$  9.7 

Todd  Shipyards  Corporation 

One  State  Street  Plaza,  New  York,  N.Y.  10004 


NEW  YORK/LOS  ANGELES/SAN  FRANCISCO/SEATTLE 
NEW  ORLEANS/HOUSTON/GALVESTON 


DELIVERING  THE  SHIPS  THE  U.S.  NEEDS 
WHEN  IT  NEEDS  THEM. 


The  Firstborn  is  so  responsive, 
we'll  develop  cash  management 
products  even  before  you  ask 


The  First  Team  has  a  special  group  of  people  to 
develop  all  the  products  you  need,  now  and  for  the 
future.  It's  the  Service  Products  Department  of 
The  First  National  Bank  of  Chicago.  Highly  skilled 
bankers  who  have  made  First  Chicago  a  leader 
in  delivering  state-of-the-art  products  like  cash 
management  consulting,  on-line  money  move- 
ment and  treasury  accounting  systems.  Quickly, 
accurately  and  cost-effectively. 

"We  can't  be  complacent  in  today's  market." 
asserts  Christopher  Skaar.  Vice  President 
Marketing  Manager  Service  Products  Department 
"With  our  team  approach  we  not  only  deliver  the 
products  you  use  today,  but  we're  also  devel- 
oping the  strategies  and  products  that  will 
set  the  standards  for  tomorrow.  This  is  the 
kind  of  competitive  leadership  you  expect 
from  a  money  center  bank." 

"The  First  Team  approach  to  relationship 
management  is  critical  in  serving  all  the  needs  of 
domestic,  international  and  multinational 
companies,"  stresses  J.  Dirk  Vos.  Vice  President 
Multinational  Banking  Division  Team  Leader  "In  the 
area  of  cash  management,  our  teamwork  and 
expertise  allow  us  to  provide  better  products  now 
as  well  as  anticipate  upcoming  needs." 

"No  one  puts  more  emphasis  on  product 
quality  than  First  Chicago!'  confirms  Christopher  L 
Wagner.  Vice  President,  Business  Unit  Manager/ 
Money  Transfer.  "Working  together  as  a  team 
we  can  develop  the  technology  for  a  product  like 
our  on-line  money  transfer  system  which  has  a 
99.99%  accuracy  rate,  second  to  none  in  the 
industry." 


Get  The  First  Team  working  for  you.  Call 
Chris  Skaar  at  (312)  732-8947. 

First  Chicago  Worldwide 

Atlanta — Balti  more — Boston — Chicago — Cleveland — 
Dallas — Houston — Los  Angeles — Miami — New  York- 
San  Francisco— Washington.  D.C.— Abu  Dhabi— Athens- 
Beijing  — Beirut— Brussels— Buenos  Aires— Cairo— Calgary- 
Caracas  — Cardiff — Dubai — Dublin — Dusseldorf — 
Edinburgh— Frankfurt— Geneva —Guernsey — Hong  Kong- 
Jakarta  —  Kano — Kingston — Lagos — London — Madrid — 
Manila— Mexico  City— Milan— Munich— Nairobi  — 
Panama  City— Paris— Port-au-Prince— Port  Harcourt— 
Rome — Rotterdam — Sao  Paulo — Seoul — Sharjah — 
Singapore-  Stockholm — Sydney —Tokyo— Toronto- 
Warsaw— Zurich  J 

FIRST  CHICAGO  / 

The  First  National  Bankof  Chicago 


Statistical  Spotlight 


Some  bonds  dont  pay  interest,  and  some 
preferred  stocks  are  behind  on  dividends. 
That  means  risks  are  high — but  so  is  the 
likelihood  of  potential  rewards. 


For  gamblers  only 


By  Paul  Born  stein 


Bonds  that  pay  no  interest  anj 
cumulative  preferred  stock 
that  are  in  arrears  on  dividend 
are  not  investments  for  widows  anj 
orphans.  For  gamblers,  however,  the! 
often  present  intriguing  possibilities 
After  all,  the  troubled  companies  tha 
can't  keep  their  payments  currer] 
could  bounce  back.  If  that  does  hap 
pen,  the  potential  for  repayment 
past  interest  or  dividends  can  be  vet) 
mouth-watering. 

The  table  below  lists  36  bonds  rate 
C  and  under  by  S&P's  Creditwatcl 
All  pay  no  interest,  and  the  ove: 
whelming  majority  are  also  in  arreaj 
in  the  repayment  of  principal.  Banl 
ruptcy  is  their  common  link,  and  reoi 
ganization  is  the  key  to  their  futur 
But  the  distinct  possibility  of  big  rj 


Bonds  without  interest 


The  companies  that  issued  these  bonds  are  in  various 
stages  of  bankruptcy.  Firms  trading  at  or  near  their 


highs  represent  those  close  to  some  form  of  reorganiza- 
tion. New  issues  added  may  or  may  not  emerge  solvent. 


Date 


Issue 


Coupon 

Recent 

Price  range 

ceased 

Date 

outstandi 

Company 

/o 

Maturity 

price 

 1981- 

-82 

payment 

issued 

(million 

Ronton  Xi  Mainp  Rnilrnxi  (Ros  Si.  MpI 

6% 

7/1/1970 

$1  480 

$1,510 

$1,150 

2/1/1970 

1965 

$  9.95 

Boston  &  Maine  Railroad  (Bos  &  Me) 

4'/2 

7/1/1970 

l',600 

l'670 

970 

5/1/1958 

1940 

18.7C 

Braniff  Airways  (Braniff  Intl) 

5% 

12/1/1986 

90 

550 

50 

6/1/1982 

1966 

25.0C 

Braniff  Airways  (Braniff  Intl) 

U»/a 

1/5/1987 

740 

893 

560 

7/5/1982 

1971 

8.76 

Braniff  Airways  (Braniff  Intl) 

10 

7/1/1986 

460 

730 

289 

7/1/1982 

1976 

50.00 

Branitt  Airways  (Branitt  Intl) 

9% 

1/1/1997 

480 

coo 

Ten 

7/1/1982 

1976 

49.9C 

V_  JIIIIJI  III  J  LIU. 

1 1 

3/1  5/1 998 

iDi  1  J/  1770 

380 

540 

150 

3/1  S/l  989 

1 978 

171  O 

20. 0C 

Chiraan  /VI i  1  St  P  &  Par  Railroad 

viii  \.ticu  I'll  i  >'i   ■            j.  av  i\h  1 1 1  uuu 

4 

1/1/1994 

860 

865 

660 

1/1/1978 

1945 

11. 6C 

Chicago  Mil  St  P  &  Pac  Railroad 

4'/2 

1/1/2019 

890 

890 

505 

4/1/1976 

1945 

24.7C 

Chicago  Mil  St  P  &  Pac  Railroad 

5 

1/1/2055 

700 

700 

380 

3/1/1970 

1955 

55.6C 

Chicago  Rock  Is  &  Pac 

27k 

1/1/1980 

910 

910 

680 

7/1/1975 

1950 

32.7C 

Chicago  Rock  Is  &  Pac 

5'/i 

2/1/1983 

980 

980 

560 

8/1/1975 

1958 

14.8(1 

Chicago  Rock  Is  &  Pac 

4% 

3/1/1995 

670 

800 

500 

3/1/1968 

1955 

50.30 

Chicago  Terre  Haute  &  SE  (Chi  Mil  St  P) 

2% 

1/1/1994 

750 

750 

430 

1/1/1978 

1945 

7.H 

Chicago  Terre  Haute  &  SE  (Chi  Mil  St  P) 

2% 

1/1  1994 

730 

730 

430 

1/1/  1978 

1945 

4.7i 

Erie  Railroad  (Erie  Lackawanna  Ry/Dereco) 

3l/« 

1/1/1990 

1,280 

1,280 

735 

7/1/1972 

1945 

32.8(1 

Erie  Railroad  (Erie  Lackawanna  Ry/Dereco) 

3'/s 

1/1/2000 

1,280 

1,280 

735 

7/1/1972 

1945 

38.7d 

Erie  Railroad3  (Erie  Lackawanna  Ry/Dereco) 

4»/2 

1/1/2015 

1,480 

1,480 

420 

4/1/1960 

1941 

1.71 

Erie  Railroad  (Erie  Lackawanna  Ry/Dereco) 

5 

1/1/2020 

660 

700 

200 

4/1/1959 

1955 

26.6(1 

FSC  Corp 

15% 

8/1/1995 

135 

950 

100 

3/1/1982 

1980 

7.01 

Gamble-Skogmo  (Wickes  Cos) 

10 

1/1/1989 

300 

820 

270 

7/1/1982 

1979 

39.80 

Gambles  Credit  (Wickes  Cos) 

9% 

7/15/1986 

470 

800 

390 

7/15/1982 

1976 

60.CM 

Itel 

9s/s 

4/15/1998 

260 

335 

100 

4/15/1980 

1978 

100.0< 

Itel 

lOVl 

12/1/1998 

580 

580 

240 

6/1/1980 

1978 

75.CH 

Johns  Manville  (Manville  Corp) 

7.85 

1/1/2004 

400 

600 

398 

7/1/1982 

1973 

75.01 

Johns-Manville  (Manville  Corp) 

9.70 

5/1/1985 

450 

889 

450 

5/1/1982 

1979 

100.0( 

Mego  International 

12% 

2/1/1994 

140 

635 

40 

2/1/1982 

1979 

12.71 

Missouri-Kansas-Tex  RR  (Katy  Inds) 

5Vi 

1/1/2033 

235 

350 

-  159 

4/1/1959 

1958 

51.71 

Morris  &  Essex  RR 

(Erie  Lackawanna  Ry/Dereco) 

3Vi 

12/1/2000 

1,280 

1,280 

320 

12/1/1972 

1913 

32.61 

Southern  Indiana  Railway  (Chi  Mil  St  P) 

23A 

1/1/1994 

750 

750 

430 

1/1/1978 

1945 

5.1i 

United  NJ  RR  &  Canal4 

4'/2 

9/1/1979 

1,150 

1,150 

650 

9/1/1970 

1951 

6.0 

White  Motor 

7l/4  ■ 

3/1/1993 

270 

480 

240 

3/1/1981 

1968 

8.6 

White  Motor 

11 

12/1/1999 

110 

390 

50 

12/1/1980 

1979 

10.2! 

Wickes  Corp  (Wickes  Cos) 

7% 

5/1/1998 

365 

640 

270 

5/1/1982 

1973 

47.71 

Wickes  Corp  (Wickes  Cos) 

8% 

7/1/1997 

365 

575 

270 

7/1/1982 

1977 

35.0 

Wickes  Corp  (Wickes  Cos) 

10'/4 

7/15/2004 

365 

730 

280 

7/15/1982 

1979 

60.0 

Company  refers  to  name  of  original  issuer  If  name  has  been  i 

hanged  i  >r  bond  i->  contn  tiled  h\ 

i  different  c 

jmpanv  this  information  is  shown  in  parenthesis. 

-Majority  interest  acquired! 

by  NPL  Acquisition  Corp    'Convertible  into  Norfolk  Southe 

T]  Ci  hi, muii 

"■Guaranteed  by  Penn  Central  Transportation 

Source  standard  6  Poor  's 

CreditutUCB 
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"There's  a  new  kind  of  tactical  sonar  that  can  detect 
submarines  at  greater  distances  than  ever  before 
possible.  And  the  sub  can't  tell  it's  being  watched. 
Which  electronics  company  received  the  contract?' 


Gould  is  concentrating  its  interrelated  technologies  and  products  in  six  rapidly  expanding 
electronics  markets:  high-performance  32-bit  minicomputers,  factory  automation,  test  and 
measurement,  medical  instrumentation,  defense  systems,  and  electronic  components  and 
materials.  Over  the  next  decade,  these  worldwide 
markets  should  outpace  the  rest  of  the  electronics  _ 

industry.  For  more  information  about  our  growth  — ^  ■  ■  ■  w% 
strategy,  write:  Gould  Inc.,  Department  A,  111  IK  11  1  I 

10  Gould  Center,  Rolling  Meadows,  IL  60008.  * 

Electronics  &  Electrical  Products 


WHY  DOES  THE  WORLD'S  LEADING 

SCIENCE  MAGAZINE  THINK 
SCIENCE  FICTION  IS  SO  IMPORTANT 


WW ■ 

0L  \l  2 


358/353  *Q/90 
IKS.,  365/345 


12  ttTBS 
750/735 
300/390 
790/725 


BECAUSE  OF 
MEN  LIKE  LEONARDO  DA  VINCI. 


"INVISIBLE  MONEY  WILL  PROCURE  THE  TRIUMPH 
OF  MANY  WHO  WILL  SPEND  IT." 
-LEONARDO  DA  VINCI,  1452-1519, 
TALES  AND  ALLEGORIES 

OMNI  Magazine  recognizes  that  science  is  more 
than  facts.  It  is  the  spirit  of  imaginative  inquiry, 
shared  by  all  thinking  men  and  women.  Men  like 
Leonardo  Da  Vinci,  an  artist  as  well  as  a  scientist, 
who  foresaw  the  day  when  credit  would  become 
an  essential  by-product  of  technology.  Leonardo 


was  a  man  of  vision  and  imagination.  In  his  day, 
they  called  his  "invisible  money"  wild  speculation, 
fiction.  Today,  we  would  call  it  prophetic. 

Which  is  why  OMNI  feels  that  science  fiction  is  as 
much  a  part  of  science  as  are  laboratories  and 
textbooks . . .  and  why  every  month,  more  than  5.4 
million  OMNI  readers  (MR1 1982)  have  come  to  see 
the  full  scope  of  today's  science-and  tomorrow's. 
Join  us  on  the  New  Frontier.  OMNI  Magazine.  It  will 
change  the  face  of  science  journalism  forever. 
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Statistical  Spotlight 


ards  is  also  apparent:  Look  at  the 
ie  Railroad,  for  example,  which  filed 
ans  for  reorganization  on  June  26, 
72.  Its  5%  bonds  now  sell  for  $660 
carry  a  total  of  $663  in  unpaid 
terest  on  current  terms.  Holders  of 
is  bond  will  not  get  cash  but  stock 
tead.  Many  investors  don't  expect 
ndholders  to  get  100  cents  on  the 
lar — but  even  a  fraction  of  that 
uld  bring  about  substantial  profits. 
The  table  below  lists  14  companies 
th  preferred  stock  trading  in  arrears. 

these  firms  are  losing  money  ex- 
?t  for  Manville  Corp.,  which  recent- 
filed  for  bankruptcy  because  of  as- 
tos  litigation  claims,  and  United 
tional,  a  real  estate  company 
ich  has  been  paying  a  dividend 
ce  August  1980,  but  has  not  caught 
on  its  arrears.  United  National 
pped  paying  dividends  in  August 
74  when  cash  had  to  be  used  for 
lk  debt  instead  of  dividend  payouts, 
general,  preferred  dividends  are 
d  only  after  bond  obligations  are 
t  and  before  any  payment  to  com- 
in  stockholders.  Once  again,  that 
l  alter  the  potential  for  major  gains. 


Chrysler  is  an  interesting  example. 
Irwin  Perry  at  Herzfeld  &  Stem  points 
out  that  before  the  company  can 
make  any  preferred  dividend  pay- 
ment, it  must  pay  off  $1.2  billion  in 
government  guaranteed  loans  by 
1990.  The  first  payment  on  that  debt 
is  scheduled  for  June  1983.  Since 
Chrysler  has  about  $1  billion  in  cash 
now,  Perry  feels  the  company  will 
meet  the  deadline.  "And  if  it  does,  the 
preferred  will  move,"  he  explains.  An- 
other thought:  Chrysler's  preferred 
sells  for  just  1%  more  than  its  com- 
mon. For  investors  who  are  enthusias- 
tic about  the  automaker's  prospects 
and  who  believe  some  Street  esti- 
mates of  earnings  of  $3  to  $4  a  share  in 
1983,  it's  probably  a  better  buy. 

Investing  in  troubled  coupons,  of 
course,  requires  specialized  skills. 
Few  of  the  firms  on  our  list  are  as  well 
known  and  closely  followed  as  is 
Chrysler.  Edward  Altman,  professor 
of  finance  at  New  York  University's 
Graduate  School  of  Business,  suggests 
making  a  comparison  between  what 
the  business  is  worth  as  a  going  con- 
cern and  the  value  of  the  outstanding 
claims.  This  gives  an  idea  of  potential 
equity  available — but  getting  the  data 
for  such  calculations  is  difficult  even 


for  professional  investors.  After  reor- 
ganization, profits  can  come  in  the 
form  of  cash,  new  debt  or  stock — or  a 
combination  of  all  three. 

Winners  in  this  big-stakes  game 
may  do  very  well  indeed.  Take  Inter- 
state Stores  as  an  exceptional  exam- 
ple. Prior  to  bankruptcy  in  May  1974 
its  4%  convertible  bond  sold  for 
around  $220.  After  reorganization  in 
April  1978,  Toys  'R'  Us  emerged.  It 
earned  $1.41  last  year — and  those  4% 
Interstate  convertibles  were  convert- 
ed into  Toys  'R'  Us  common  and  are 
now  worth  $12,920,  an  incredible 
5,773%  gain. 

Another  success  story  is  Morris  & 
Essex  Railroad,  a  part  of  the  Delaware, 
Lackawanna  &  Western  railroad  sys- 
tem. It  is  almost  out  of  reorganization 
and  the  line's  3Vi%  bonds  sell  for 
$1,280,  with  each  holder  scheduled  to 
get  $1,361  in  cash  for  the  principal 
and  accrued  interest  under  current 
terms.  In  1981  these  same  securities 
traded  for  as  low  as  $320.  However, 
not  every  troubled  company  pays  off 
big.  Some  speculators  realize  little  or 
nothing  on  their  investments.  Before 
you  load  up  on  the  stocks  and  bonds 
in  these  tables,  remember  W.T.  Grant 
and  Arlan's  Department  Stores. 


Preferreds  with  no  payout 

Except  for  troubled  Manville  Corp.,  none  of  these  com- 

stock dividends.  If  their  situation  changes  for  the  bet- 

panies is  in  Chapter  11,  but  all  are  behind  in  preferred 

ter,  investors  can  enjoy  hefty  dividend  catchups. 

Latest 

Annual 

Last 

12-month 

preferred 

Recent 

52-week 

dividend 

Amount 

net  income 

change 

Company  /business 

dividend 

price 

— price  range — 

payment 

in  arrears 

(thousand) 

a 

Altec1 

communications  equipment 

$0.80 

5 

55/8-  4'/2 

6/1/72 

$  9.00  a 

>  -488 

n 

Chrysler 

automotive 

2.75 

9Vb 

10%-  35/s 

9/15/79 

8.25 

-19,700 

n 

Hesston1 

agricultural  equipment 

1.60 

8% 

11%-  8'/4 

6/1/82 

0.40 

-7,520 

n 

Ind  Harvester1 

agricultural  equipment 

5.76 

8% 

22V2-  7% 

10/15/81 

4.32  - 

-715,302 

n 

Lehigh  Valley  Inds1 

multicompany 

1.50 

9% 

15%-  9'/2 

7/3/72 

15.75 

-12,680 

n 

LLC 

finance 

1.25 

4% 

8%-  4'/4 

4/1/74 

10.63 

-7,061 

n 

Manville 

building  materials 

5.40 

13% 

36  -13  Vs 

7/1/82 

1.35 

6,922 

n 

Orion  Pictures1 

entertainment 

0.50 

7 

7>/4-  2'/4 

11/1/80 

0.88 

-8,019 

a 

Richmond  Tank  Car1 

railroad  equipment 

2.50 

8V2 

23-7 

7/1/82 

0.63 

-  3,002 

a 

Seaport1 

auto  parts  distributor 

0.56 

3 

3V2-  IVa 

5/14/80 

2.24 

-61 



a 

Susquehanna1 

building  materials 

1.00 

7Vi 

7%-  5'/4 

1/25/81 

1.50 

-96 

a 

Unimax1 

electrical  equipment 

0.60 

6 

6%-  5% 

10/1/72 

6.00 

-6,520 

a 

United  National  Corp1'2 

real  estate 

0.70 

7% 

8%-  6% 

8/28/82 

4.03 

3,211 

n 

Western  Air  Lines1 

airline 

2.00 

10% 

20%-  8% 

12/31/81 

1.50 

-67,100 

jnerican  Stock  Exchange,    n:  New  York  Stock  Exchange     'Convertible  stock 

2Company 

currently  making  paym 

ents  on  preferred  dividends. 

BES,  OCTOBER  25,  1982 


213 


Streetwalker 


"Consumers  are  buying,  it's  Just  that  their 
habits  are  changing, "  says  one  sec 
analyst.  That  can  spell  opportunity. 

The  Clorox 
factor 


Today's  hot  products,  he  explains 
are  often  dull  and  prosaic — rangin| 

habits  are  changing,"  says  one  securities  f™m  aAchcap  ncw  utility  cart  | 

Clorox.  American  consumers  are  sud 
denly  thrifty  and  practical.  But  th| 
everyday  items  they  are  buying  in  in 
creasing  volume  may  make  sparklinJ 
investment  opportunities. 

Take  bleach.  Like  toothpaste  am 
soap,  this  industry  was  considerq 
reasonably  recession-proof.  Even  \\ 
bad  times  people  take  baths  and  a 
laundry.  So  stocks  like  Clorox  held  u 
reasonably  well  during  the  recessior 
But  now  consumers  are  buyin 
more  bleach.  Lots  more. 

The  $300  million  liquid  bleach  ma; 
ket  normally  grows,  at  best,  1  %  a  yea) 
Segalas  points  out.  In  the  last 
months,  however,  unit  growth  is  d 
5%.  Americans,  he  explains,  are  sera 
ing  fewer  clothes  to  laundries  (whiq 
use  industrial  detergents)  and  doin 
more  washing  at  home  with  Clorc 
and  Purex,  to  say  nothing  of  detergen 
such  as  Tide  (Procter  &  Gamble).  | 
Today's  consumers  are  tightfiste 
"Americans  are  saving  or  deferrir 
purchase  on  what  is  less  important 
order  to  have  things  they  truly  value| 
says  Laurel  Cutler,  executive  vii 
president  for  Leber  Katz  Partners, 
New  York  advertising  agency.  Thj 


By  Priscilla  S.  Meyer 


In  August  the  thundering  herd  of 
bullish  investors  figured  consum- 
ers were  about  to  start  spending. 
Money  managers  consulted  their  re- 
search reports  and  bought  into  com- 
panies like  Maytag,  Avon  Products 
and  Westinghouse  Electric — sending 
these  stocks  and  the  overall  market 
up  dramatically.  All  the  while,  how- 
ever, millions  of  Americans  stayed 
home  watching  last  year's  Beta  Max. 

Now,  the  mood  on  Wall  Street  is 
watchful  waiting.  Investors  are  wait- 
ing for  purse  strings  to  loosen  and 
looking  for  "hot  picks" — bargains 
that  were  overlooked  in  the  original 
panic  to  get  into  equities,  or  situa- 
tions where  group-thinking  institu- 
tional investors  were  off  in  their  per- 
formance evaluations. 

The  problem  with  this  reasoning, 
however,  is  that  consumers  simply 
aren't  behaving  in  traditional  ways.  In 
an  economic  turnaround,  certain 
products  are  supposed  to  start  selling 
first.  Thus  the  large  brokerage  houses 
armed  their  clients,  this  past  spring 
and  summer,  with  fat  analyses  of 
what  they  should  buy  in  anticipation 
of  the  turn. 

Typically,  the  July  Sector  Analysis 
from  Warburg  Paribas  Becker  cited  ap- 
pliances, cosmetics  and  major  elec- 
tronic products  as  "superior  per- 
formers after  market  lows."  It  was 
already  too  late,  Warburg  advised,  to 
catch  the  big  move  in  auto  stocks. 
They  turned  in  January  despite  plung- 
ing sales. 

Now,  consumers  are  simply  not 
falling  over  each  other  to  start  buying 
television  sets,  digital  clocks,  appli- 
ances— or  even  cosmetics  (see  cover 
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story, p.  161).  Early  stock  price  gains  in 
these  industries  are  disintegrating, 
too.  Appliance  stocks,  which  outper- 
formed the  market  by  26%  earlier  this 
year,  then  began  to  lag  the  market. 
Cosmetics  stocks,  too,  are  suddenly 
faring  poorly. 

What's  happening?  "There  are 
things  that  are  selling,"  says  Hercules 
Segalas,  consumer  packaged  goods  an- 
alyst for  Drexel  Burnham.  "It's  just 
that  buying  habits  are  changing." 


Hard-nosed  consumers  shopping  at  Sears 
Where  are  the  investment  opportunities  in  their  no-nonsense  purchc 
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J&H  thinks  employers 
can  get  tighter  control 
of  benefit  costs  and  still 
keep  employees  happy. 

What  do  you  think? 


If  you  think  benefit  costs  need  better  control 
without  undermining  employee  morale,  consider 
a  J&H  Variable  Benefits  plan.  It's  a  program 
designed  to  meet  specific  management  objectives 
covering  all  of  your  benefit  activities. 

Because  these  plans  permit  selection  among 
options  that  are  most  relevant  to  individual 
needs,  they  satisfy  employees  in  a  special  way. 
Yet  a  J&H  designed  plan  avoids  the  complexities 
that  increase  administrative  costs.  J&H  can 
also  implement  the  complete  employee 
communications  program. 

We'd  like  to  talk  with  you  about  this. 

Johnson  Higgms 

We  answer  only  to  you . 


EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING,  RISK  AND  INSURANCE  MANAGEMENT  SERVICES  THROUGHOUT  THE  WORLD 


What's  behind  the  strength  of 


Editorial  impact  at  senior  executive  level  -  That's  a  strength  that  has  been 
demonstrated  over  a  decade  of  European  readership  studies. 

The  1982  EBRS  (European  Businessman  Readership  Survey)  shows  that  McGraw-Hill's 
International  Management  regularly  reaches  more  executive  business  readers  than  many  of 
the  big  name  magazines  including  Time,  Newsweek,  Fortune,  Economist  and  Harvard 
Business  Review. 

Ask  our  sales  team  to  show  you  the  detailed  results  both  for  International  Management  and 
our  Network  partner  publications  in  UK,  Germany,  Italy,  Spain,  and  Scandinavia.  They 
deliver  a  total  unduplicated  coverage  of  49%  of  Europe's  executives  in  industry  and 
commerce. 


J 


C 

V( 


Ian  Stewart  NYC 

(South  East  and 
Canada) 

Tel  (212)  997  2946 


Joan  Sllinah  NYC 

(North  East 
and  New  York) 
Tel  (212)  997  3585 


Robert  Gilot 

Chicago  (Mid-West) 
Tel  (312)  751  3716 


Lynne  Slmonfy 

Los  Angeles 
(West  Coast) 
Tel:  (213)  487  1160 


INTERNATIONAL- 


Get  the  strength  of  MANAGEMENT  readership  working  for  you. 

INTERNATIONAL  MANAGEMENT  McGraw-Hill  Building  1221  Avenue  of  the  Americas  New  York.  NY  10020  Tel  (212)  997  280 
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Streetwalker 


Dor-  and  fuel-saving  products  like 
stable  kerosene  heaters,  paint,  util- 
/  carts  and  bleach  are  booming  right 
Dng  with  home  computers,  portable 
lephones,  computer  games,  micro- 
ive  ovens,  caramel  popcorn  poppers 
d  active  sportswear. 
"Home  improvement  items  have 
en  weak  for  the  past  year,"  says 
jward  Brennan,  chairman  and  CEO 
Sears,    Roebuck's  merchandise 
>up.  But  there  has  been  a  pickup  in 
int  and  hardware  over  the  past  six 
eks.  Apparently,  however,  word 
sn't  reached  The  Street.  Stocks  like 
ick  &.  Decker  hardly  budged  during 
August  market  rally,  and  B&JD  is 
rently  underperforming  and  today 
lose  to  a  10-year  low. 
>ears  also  says  bicycles  and  sport- 
equipment,  off  for  most  of  this 
4r,  have  had  a  recent  revival  in 
es.  At  this  point,  though,  securi- 
analysts  aren't  racing  to  make 
jy"  recommendations.  "Bike  sales 
down  20%  to  30%  in  units,  and 
y  are  only  beginning  to  see  some 
dest  strength  come  back  now," 
Harold  Vogel,   an  analyst  at 
rrill  Lynch.  Still,  sporting  goods 
npanies,    which  underperformed 
market   in   the   August  turn- 


around, are  now  beginning  to  move. 

Perhaps  trickiest  of  all  the  little 
turnarounds,  though,  are  items  like 
rugs,  carpets,  curtains,  bedspreads, 
towels  and  sheets.  Generally  these 
big-ticket  soft  goods  turn  up  along 
with  refrigerators  as  people  move  into 
new  houses  at  recession-end.  But  not 
this  time.  Sears  says  sales  of  items  like 
refrigerators,  washers  and  dryers  are 
flat,  which  Brennan  pegs  to  the  slow 
turn  in  housing.  On  the  other  hand, 
rugs,  sheets,  curtains  and  the  like  have 
suddenly  become  strong  sellers. 

Perhaps  that's  why  companies  like 
Springs  Mills  and  Galaxy  Carpet 
Mills,  which  underperformed  the 
market  a  few  weeks  ago,  are  now  far- 
ing relatively  well. 

Understanding  what  consumers 
who  have  faced  both  double-digit  in- 
flation and  a  deep  recession  may  want 
is  apt  to  keep  marketers  busy  for 
years.  Right  now  some  of  that  cash 
saved  by  doing  the  laundry  at  home  is 
going  into  E.T.  dolls,  Smurfs,  popcorn 
poppers  and  portable  stereos  with  lit- 
tle built-in  television  sets.  Finding  in- 
vestment opportunities  in  these  hot 
flash  products,  however,  is  both  diffi- 
cult and  risky.  These  days,  the  reward 
ratio  is  probably  higher  for  those  sav- 
vy stock  pickers  who  understand  the 
consumer  mood  and  can  put  it  to 
work  for  them. 


Watch  oil  stocks — 
carefully 

PRACTICALLY  NO  ONE  On  Wall 
Street  is  recommending  oil  stocks 
as  long-term  investments  these  days. 
When  the  price  of  oil  collapsed  last 
winter,  the  stocks  collapsed.  And 
now,  what  with  a  few  highly  publi- 
cized bankruptcies,  there  is  a  danger 
that  several  of  the  industry's  small, 
debt-heavy  companies  may  collapse 
as  well. 

Tape-watchers,  then,  may  be  a  bit 
surprised  to  suddenly  see  some  oil 
stocks  outperforming  the  market. 
The  surge  began  in  September,  when 
the  beneficiaries  were  producers  like 
General  American  Oil  and  Mesa  Pe- 
troleum and  integrated  domestic 
companies  like  Atlantic  Richfield  and 
Standard  Oil  of  Ohio.  These  compa- 
nies posted  gains  of  2%  to  25%  in  a 
month  when  the  overall  average 
edged  down. 

Why?  The  real  price  of  oil  is  begin- 
ning to  rise,  at  least  for  the  short  term. 
And  many  production  costs,  includ- 
ing rig  leases  and  pipe,  are  plunging 
because  of  fat  supplier  inventories.  In 
addition,  lower  interest  costs  are  a 
boon  to  companies  with  borrowing 
capacity  and  an  ability  to  buy  today's 
bargain-priced  reserves.  The  bottom 
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)nly  Standard  &  Poor's  Stock  Guide  gives 
ou  all  the  information  you  need  to  make 
telligent  investment  decisions. 

Newspapers,  magazines  and  annual  reports  provide 
variety  of  financial  information.  But  to  make  intelligent 
vestment  decisions,  you  should  have  all  the  facts  in  one 
ace.  That's  why  every  month  over  375,000  smart  investors 
irn  to  Stock  Guide. 

Each  268-page  volume  has  48  items  of  information  on 
/er  5,100  common  and  preferred  stocks.  Not  just  their  price 
nges,  dividend  data  and  earning  per  share  histories,  but  their 
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ta  on  over  380  mutual  funds. 

In  addition,  Stock  Guide  now  contains  new  features  that  give 
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pe  face— in  a  single  easy-to-use  guide.  Important  facts  that  no  other  source  can 
ovide. 

Save  time  and  money  too! 

For  a  limited  time  only,  you  can  begin  receiving  12  monthly  issues  of 
ndard  &  Poor's  Stock  Guide  for  the  tax-deductible  price  of  only  $48  per  year . . . 
;avings  of  $12  off  the  regular  price.  Subscribe  today  by  calling  toll-free 
500-257-7850,  ext.  627.  In  New  Jersey,  1-800-322-8650,  Ext.  627  or  use  the 
upon  provided.  ©standard  &  poor's  ipsz 
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line:  Many  professionals  sec  attrac- 
tive short-term  trading  possibilities. 

Look  at  oil  prices.  The  current  rate 
for  West  Texas  Sour — a  standard  do- 
mestic crude — is  $34  a  barrel,  up  $3  a 
barrel  on  Oct.  4,  according  to  Piatt's 
Oilgram  Price  Report.  North  Sea  oil, 
meanwhile,  is  selling  at  $1  a  barrel 
above  the  posted  price,  and  the  mar- 
ket price  of  Saudi  Arabian  light  has 
climbed  to  within  50  cents  a  barrel  of 
the  $34  posted  price  for  the  first  time 
in  a  year. 

So  far  these  increases  have  not  hit 
the  gas  pump.  But  they  are  beginning 
to  affect  other  markets.  Number  2 
New  York  fuel  oil — an  industry  sta- 
ple— is  selling  for  99  cents  a  gallon, 
up  from  94.25  cents  a  gallon  a  year 
ago.  And  the  National  Association  of 
Purchasing  Management,  which 
polls  a  sample  of  its  members  each 
month,  reports  that  prices  of  indus- 
trial fuel  oil  and  propane  were  up  in 
September,  following  several  months 
of  decline. 

"Heating  oil  futures  have  caught 
my  eye  for  the  past  several  weeks,  as 
their  technical  position  improved," 
says  John  Mendelson,  a  technical  ana- 
lyst at  Morgan  Stanley.  The  collapse 
of  this  market  last  winter,  he  ex- 
plains, preceded  the  final  crash  in 
many  energy  stocks.  March  lows  in 
heating  oil  futures  also  came  slightly 
before  shares  in  several  big  domestic 
oil  companies  hit  bottom.  As  a  result, 
Mendelson  is  recommending  some  of 
them,  including  Atlantic  Richfield, 
Shell  and  Standard  Oil  of  Indiana,  for 
short-term  traders. 

At  Bache,  meanwhile,  oil  analyst 
Sanford  Margoshes  says  he  believes  a 
turning  point  has  been  reached  in  rel- 
ative earnings  of  the  major  oil  compa- 
nies. Amerada  Hess,  he  felt,  was  par- 
ticularly attractive  to  aggressive  in- 
vestors who  wanted  to  benefit  from 
firming  spot  prices.  But  after  Amerada 
Hess'  recent  move,  he  cites  Atlantic 
Richfield  and  Phillips  Petroleum  as 
the  ones  having  the  greatest  current 
potential.  For  more  conservative  trad- 
ers, Margoshes  is  recommending 
Standard  Oil  of  Ohio,  as  well  as  inter- 
national companies  like  Standard  Oil 
of  California  and  Mobil,  which  he 
says  should  benefit  from  falling  inter- 
est rates. 

Before  you  rush  back  into  oil 
shares,  however,  remember  this.  The 
current  spot  price  firmness  may  be 
strictly  short  term.  Lots  of  oil  in 
Libya  and  Nigeria  can  flow  quickly 
into  the  world  market  and  send 
quotes  down  fast.  So  playing  oil 
stocks  these  days  may  be  a  lot  more 
like  commodity  trading  than  conven- 
tional investing. — Priscilla  S.  Meyer 


Streetwalker 


Lany  Tiscb  did  very)  well  in  the  stock  mar1 
kefs  August  rally.  Then  he  made  a  movi 
that  surprised  everyone.  What  does  fa 
know  that  Carl  Lindner  doesn 't? 


Loews  loves 
Loews 


By  Richard  L.  Stern 


When  Laurence  Tisch 
moves,  Wall  Streeters  take 
notice — and  often  move 
along  with  him.  That's  why  Tisch 
watchers  were  abuzz  late  last  month. 
Just  after  telling  the  world  he  was 
down  on  equities  and  high  on  bonds 
(Forbes,  Aug.  2),  Loews  Corp.,  the 
company  he  controls,  spent  $90  mil- 
lion buying  its  own  stock  and  shares 
in  CNA,  Loews'  insurance  affiliate. 

The  seller  was  controversial  Cin- 
cinnati investor  Carl  Lindner,  the 
firm's  second-largest  shareholder, 
who  closed  out  his  positions  at  a  tidy 
profit.  But  what  about  Tisch?  Loews 
paid  $1 17  per  share  for  600,000  of  its 
own  shares,  which  traded  in  the  low 
80s  just  weeks  earlier. 

The  prevailing  theory:  With  the 
more  than  1  million  CNA  shares  it 
also  picked  up  from  Lindner,  Loews 
now  owns  nearly  90%  of  CNA,  and 
Tisch  may  want  to  put  the  insurer  on 
the  block.  Xerox,  after  all,  just  paid 
1.7  times  book  for  Crum  &  Forster. 
Conceivably,  then,  CNA  might  be 
worth  more  to  a  buyer  than  the  $15 
per  share  Loews  paid  to  Lindner.  After 
all,  book  value  is  over  $18.50.  And 
even  though  CNA  isn't  a  shining  light 
of  the  property  and  casualty  business, 
there  are  lots  of  well-heeled  corpora- 
tions shopping  for  insurance  acquisi- 
tions. There's  also  little  doubt  Tisch 
is  a  master  at  picking  market  peaks. 
Remember  how  he  sold  two  New 
York  hotels  in  1980  and  1981  iust 
before  real  estate  values  tumbled. 

Another  school  of  thought  is  that 
Tisch  wants  to  take  his  $5  billion-a- 
year  conglomerate  private.  After  all, 
with  the  5%  Lindner  stock  holding 


corporate  treasm 
i 


retired   to  the 

Tisch  and  his  brother  Robert 
creased  their  Loews'  holding  to  o 
50%  of  total  capitalization.  But 
Loews'  current  price  of  $120,  buyii 
out  the  public  would  take  at  lea 
$700  million — rich  even  for  the  vej 
rich  blood  of  the  brothers  Tisch. 

Then  comes  the  balance-sheet  ara 
ment.  Leslie  Goldstein  of  Josephtn 
&  Co.  points  out  that  Loews,  whij 
has  been  acquiring  its  shares  in  sm. 
amounts  all  year,  is  simply  buyiji 
profits.  Look  at  it  this  way.  Tia 
spent  $90  million,  shrinking  capit 
ization,  but  he  bought  $14  million 
aftertax  earnings — a  projected  $19 
share  at  Loews  and  $2  at  CNA.  Tlj 
works  out  to  a  return  of  16%  afterti 
lots  better  than  12%  (pretax)  sha 
term  notes. 

Tisch's  acquisition  of  CNA  stcj 
may  also  signal  his  belief  the  p« 
erty  and  casualty  business  is  bi 
toming  out.  Goldstein  thinks  i 
price-cutting  is  over.  And  CNA's 
vestment  portfolio — run,  of  couii 
by  Tisch — has  outperformed  t 
competition.  If  the  industry  recovj 
by  late  1983,  CNA's  $2  earnij 
could  double.  This  translates  1 
earnings  of  over  $8  a  share 
Loews,  says  William  Halhnan 
Young,  Smith  &  Peacock. 

All  this,  however,  is  speculatil 
The  fact  is,  the  Tisches  may  h< 
made  more  during  the  August  n 
than  anyone  else  around.  Tr 
Loews'  holdings  were  worth  un 
$500  million  on  Aug.  12  when  cc 
pany  stock  hit  a  near-low  of  $82, ; 
around  $800  million  by  late 
month  when  it  hit  $122.  Not  badi 
two  guys  who  started  in  1946  wit 
hotel  in  Lakewood,  N.J.  ■ 
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Choose  your  project  bank 
ot  only  for  its  resources,  but  for 
its  ability  to  orchestrate 
them  on  your  behalf 


There  are  only  a  handful 
of  banks  in  the  world 
which  have  what  it  takes 
perform  a  lead  role  in  project 
lancing.  Because  very  few  banks 
ve  the  finely 
ned  financial  and 
:hnical  expertise  to 
:  iginate  a  tailored  finan- 
ll  proposal,  as  well  as  a 
i  :>ital  base  large  enough  to 
ike  the  major  loan  commitments 
!  juired  for  world-scale  projects. 

At  Bank  of  Montreal, 
b've  compiled  an  enviable 
t:ord  in  international  project 
p  ance,  not  only  because  we 
ve  these  resources,  but  because 
[  our  proven  ability  to  orches- 
[  te  them  professionally  in  a 
\  :ative  risk-sharing  arrangement 
[  lich  best  fulfills  the  objectives 
both  lender  and  borrower. 

Bringing  into  play  their 
midable  knowledge  of 
ource  extraction,  delivery  and 
rketing,  our  engineers  act  in 


concert  with  our  bankers  to 

design  a  proposal  which 
is  perfectly  tuned  to 
your  needs  and  accu- 
rately reflects  the  risk 
profile  of  your  project. 
)  These  specialist  teams 

within  our  Merchant  Banking 
Group  form  a  Project  Finance 
unit  whose  professionalism 
is  unexcelled,  and  whose  per- 
formance has  made 
Bank  of  Montreal  a  respected 
player  in  the  international 
financing  community. 

Their  mobility,  co-ordi- 
nation and  in-depth 

knowledge  of  strategic 
markets  allows 
them  to  bring  a  global 
perspective  to  your  specific 
requirements. 

Contact  your 
Bank  of  Montreal  Account  Manager, 
or  Project  Finance,  Merchant  Bank- 
ing Group,  First  Canadian  Place, 
Toronto,  Canada.  Telex:  06524041. 


TIME 


See  Dick  and 
Jane  compute. 


Youngsters  are  taking  to  computers  with  relish. 

The  way  it's  changing  them  is  nothing 

to  the  way  they're  going  to  change  the  world. 


omputers  have  long  been  a  fact  of  life,  and  "the 
,  Computer  Generation"  is  well  on  its  way  to 
becoming  a  cliche. 


In  all  the  glowing  prophecies  about  this  tech- 
nological revolution,  there  persists  an  intriguing  ques- 
tion: not  what  computers  can  eventually  do,  but  what 
their  capabilities  can  reveal  about  our  own. 

Will  this  first  computer-literate  generation  stay 
glued  to  its  terminals,  terminally  isolated  from  such 
uncomputerly  acts  as  pondering,  dreaming  and  con- 
templating? Or  will  the  Computer  Generation  demon- 
strate that  however  much  man  knows,  the  edge  of  that 
knowledge  is  always  ringed  by  question  marks? 

Recently  TIME  focused  on  this  human  aspect  of 
our  increasingly  computerized  society  and  found  the 
subject  profound  enough  to  deserve  a  new  ongoing 
section  all  its  own:  Computers.  This  new  department 
will  not  only  report  on  hardware,  but  on  the  softest 
software  of  all— the  human  mind. 

The  categorization  of  news  into  clearly  defined 
sections  is  perhaps  the  most  traditional  aspect  of 
TIME.  Yet  it  is  also  the  most  indicative  of  TIMEs 
responsiveness  to  the  concerns  and  interests  of  a 
changing  society-as  well  as  to  the  inventions  and 
perceptions  that  shape  those  changes. 

Thus  Behavior  and  Environment  became  regular 
departments  in  the  late  sixties.  Sexes  appeared  in  the 
early  seventies,  and  Design  and  Video  were  added  last 
year.  And  new  departments  will  ^^""^^^^ 


undoubtedly  be  launched  as 
TIME  continues  to  reflect  the  in- 
telligent inquisitiveness  of  its  au- 
dience-a  weekly  audience  of  29 
million  men  and  women  whose 
demographic  qualities  encourage 
advertisers  to  invest  more  dollars 
in  TIME  than  in  any  other 
weekly  magazine. 


More  goes  into  it. 


i  1982  T  me  Inc. 


there  is  a 
Billion  Dollar 
Energy  Corporation 

Growing 
in  Oklahoma 


We'  re  ONEOK  Inc.  (pronounced  one-oak).  We're 
involved  in  oil  and  gas  exploration  and  production, 
contract  drilling,  natural  gas  liquids  extraction,  and  more. 
Our  Oklahoma  Natural  Gas  Company  is  the  nation's  7th 
ranking  fully  integrated  natural  gas  utility.  ONEOK. 
Our  NYSE  symbol  is  OKE.  Perhaps  it's  time  you  kneu 
more  about  us.  Ask  your  broker. 


ONEOK 


For  our  Annual  Report,  ante:  P.  O.  Box  87 J.  Tulsa,  OK  74 102 


Capital  Markets 


MONEY  &  INVESTMENTS 


Some  $31  billion  is  coming  out  of  All 
Savers,  and  newspaper  ads  are  filled  with 
2lternatives.  Look  before  you  leap. 

POOL  PLAYING 


By  Ben  Weberman 


rhis  month  more  than  $31  billion 
i/orth  of  All  Savers  certificates 
lome  due,  or  about  half  the  total 
mtstanding.  And  because  of  tax 
jonsequences  and  sharp  drops  in  in- 
lerest  rates,  these  special  12-month 
Javings  obligations,  priced  at  70% 
If  the  average  yield  on  one-year 
treasury  bills,  no  longer  hold  much 
Attraction.  An  All  Savers  started  to- 
ijay  would  bring  only  7.48%,  com- 
pared to  up  to  12.61%  a  year  ago. 
I  So,  what  are  the  alternatives? 
piank  and  thrift  deposits  offer  secure 
ut  unattractive  yields,  ranging 
com  only  7.8%  for  three  month  cer- 
pjcates,  to  11.55%  and  11.8%,  if 
|ou  can  afford  to  tie  your  money  up 
■>r  30  months. 

i  Tax-free  money  market  mutual 
unds  have  yields  of  6%  or  7%. 
I  hey  are  better  for  higher-bracket 
Investors  than  taxable  bank  depos- 
|is,  but  still  have  been  drastically 
|jt  by  the  drop  in  interest  rates. 
The  papers  are  full  of  advertise- 
ents  for  other  instruments.  Tax- 
ee    intermediate-term  managed 
mnicipal  bond  funds  and  unit  in- 
;stment  trusts  both  carry  roughly 
re  same  yield — between  8.1%  and 
%.  One  difference  between  them: 
lanaged  funds  have  a  portfolio 
lanager  who  is  responsible  for  re- 
irn  and  has  the  ability  to  trade  out 
fading  issues,  while  unit  trusts 

m  Weberman  is  economics  editor  of 
rbes  magazine. 


are  portfolios  of  bonds  that  cannot 
be  traded. 

Community-sponsored  housing 
bonds  backed  by  FHA  and  GNMA 
are  excellent  choices  with  relatively 
generous  tax-free  yields.  And  in  the 
taxable  field,  GNMA  mortgage- 
backed  passthrough  certificates  pro- 
vide the  most  generous  fixed-in- 
come investments  that  also  have  no 
credit  risk  (GNMA  securities  are 
full  faith  and  credit  obligations  of 
the  U.S.). 

GNMA-backed  pools  of  FHA  and 
VA  mortgages  carry  a  coupon  rate 
0.5%  lower  than  that  on  the  underly- 
ing mortgages,  ranging  from  5.25% 
to  17%.  At  the  end  of  September, 
after  the  market  had  strengthened 
and  most  Treasury  notes  and  bonds 
were  yielding  11.5%  to  12%, 
GNMA  13%  pools  were  trading  at 
just  under  100  for  a  yield  of  13.32%; 
8%  pools  at  76  paid  12.33%. 

One  thing  to  remember  is  that  the 
valid  market  value  of  each  pool  is 
different.  It  is  determined  by  the 
principal  repayment  pace.  The  gen- 
eral assumption  is  that  30-year 
mortgages  have  an  average  life  of  12 
years.  GNMA  quoted  yields  are  de- 
termined on  this  assumption.  But 
for  many  pools,  that  is  not  valid. 
Until  two  years  ago,  for  example, 
California  investors  were  buying 
and  selling  houses  like  shares  of 
stock.  The  result  was  to  bring  down 
the  average  life  of  some  pools  to 
only  five  years  or  so.  During  the 
past  two  years,  on  the  other  hand, 
average  life  has  increased  as  mort- 
gage prepayments  have  virtually 
come  to  a  halt.  The  result,  as  Chuck 
Ramsey,  vice  president  of  Marcus, 
Stowell  &  Beyc  of  Houston  points 
out,  is  that  many  pools  that  were 
"speedy"  from  inception  are  now 
barely  moving. 

It's  good  to  keep  this  in  mind  as 
you  read  the  boasts  of  some  dealers. 


A  recent  newspaper  advertisement 
claimed,  in  half-inch-high  letters, 
that  the  yield  was  13.52%.  A  foot- 
note readable  with  magnifying  glass 
revealed  that  such  a  yield  was 
"based  on  past  performance."  True, 
since  1971  the  pool  involved  had 
prepayments  at  157%  of  the  FHA 
experience.  But  with  housing  now 
stalled,  prepayments  in  the  past 
year  have  been  at  a  mere  3%,  mak- 
ing for  a  recent  yield  more  like 
11.4%  than  13.52%. 

Two  mutual  funds  specializing  in 
GNMA  securities  cause  me  some 
concern.  Their  record  won't  be 
maintained  if  interest  rates  fall.  Un- 
invested cash  is  high  as  yields  de- 
cline. Also,  Vanguard  has  a  $50  mil- 
lion GNMA  portfolio,  and  a  quarter 
of  it  is  in  15%  pools.  If  mortgage 
rates  fall  below  12%,  it's  likely  that 
many  of  the  underlying  mortgages 
will  be  refinanced,  prepayment  will 
accelerate  and  the  fund  will  have  to 
reinvest  proceeds  from  these  premi- 
um-priced securities  at  lower  rates. 

Lexington  GNMA  Income  Fund 
is  in  a  similar  situation — 15%  and 
15.75%  pools  account  for  $3.5  mil- 
lion of  its  $7.8  million  in  GNMAs. 
The  15%  pools  are  priced  at  106,  the 
15.75s  at  104.  The  funds  would  be 
conceding  substantial  premium  as 
they  lose  the  high  coupon  GNMAs. 

I  have  advised  in  the  past  to  buy 
GNMAs  in  the  9% -to- 12%  coupon 
range.  These  combine  high  yield 
with  some  protection  from  early  re- 
demption if  mortgage  rates  fall.  My 
opinion  remains  unchanged. 

When  to  buy? 

Look  toward  the  middle  or  end  of 
October,  when  interest  rates  are 
likely  to  take  a  temporary  upward 
spurt.  The  money  supply  expanded 
rapidly  in  August  and  September, 
and  the  money  coming  out  of  All 
Savers  adds  to  that  because  it  is 
being  parked  for  a  day  or  more  in 
checking  or  NOW  accounts.  All  Sav- 
ers are  counted  only  in  determining 
M-2.  But  checking  and  NOW  ac- 
counts are  part  of  M- 1 .  Given  a  bulge 
in  M-l  for  the  third  consecutive 
month,  the  Fed  would  be  under  pres- 
sure to  show  that  it  is  fighting  ex- 
cessive expansion  of  money  and 
credit  and  would  be  forced  to  tight- 
en up,  even  if  only  temporarily.  And 
if  interest  rates  bump  up,  it  would 
provide  a  chance  to  lock  in  those 
higher  rates  on  long-term  money 
market  instruments.  ■ 
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Stock  Comment 


Diamond 

International 


101  CONSECUTIVE 
YEARS  OF  DIVIDENDS* 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  Sept  30,  1982,  declared  a 
quarterly  dividend  of  35c  per  share  on  the  Common 
Stock  and  30c  per  share  on  the  Series  A  Preferred 
Stock,  both  payable  Nov.  1,  1982,  to  shareholders 
of  record  Oct.  12, 1982 


"Common  Stock 


GEORGE  PASCALE 
Wee  President-Secretary 


Forest  Products  .  Packaging  &  Printing  •  Pulp  & 
Paper  •  Consumer  Products  •  Building  Materials 
&  Home  Supplies  •  Machinery  Systems 


1L'  M8IML-8 

Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

^1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310^ 
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/  doubt  that  the  future  parts  of  AT&T  wil 
be  worth  more  than  the  present  whole— 
at  least  not  for  some  time. 

GOOD  BYE, 
MA  BELL 


By  Heinz  H.  Biel 


The  century-old  American  Tele- 
phone &  Telegraph  Co.  will  cease  to 
exist  in  its  present  form  some  time 
during  the  next  year,  in  compliance 
with  the  Justice  Department  agree- 
ment that  ended  a  seven-year-old 
antitrust  suit. 

AT&T,  affectionately  known  as 
Ma  Bell,  has  a  unique  position  in 
the  world  of  investments.  By  what- 
ever yardstick  you  want  to  use,  it  is 
by  far  the  Free  World's  largest  cor- 
poration. No  other  company  can 
match  its  total  assets,  its  earnings, 
its  annual  capital  expenditures  and 
its  total  capital.  General  Motors 
tops  AT&T  in  total  revenues,  but 
not  in  profits. 

The  love  affair  between  investors 
and  Ma  Bell  goes  back  a  long  time. 
For  a  hundred  years  the  company 
never  missed  a  dividend,  and  one 
thing  its  shareholders  will  not  forget 
is  that  it  never  reduced  its  $9-a-share 
dividend  rate  all  through  the  Great 
Depression,  even  though  there  were 
years  when  it  was  not  earned.  This 
$9  rate  stayed  in  effect  until  1959, 
when  the  stock  was  split  3-for-l. 
Another  3-for-l  split  came  in  1964, 
so  that  the  present  $5.40  dividend 
rate  is  5.4  times  greater  than  the 
famous  old  $9  rate,  which  had  re- 
mained unchanged  for  37  years. 

It  is  no  wonder  that  such  excep- 
tional stability  has  had  a  strong  ap- 

Hetnz  H  Biel  is  a  rice  president  of  the  .V)  VT 
firm  ofjanney  Montgomery'  Scott 


peal  for  investors  in  search  of  a  sal 
and,  in  later  years,  even  a  risiij 
income.  Although  the  stock  has  n 
proved  to  be  a  good  investment 
times  of  high  inflation  and  high 
terest  rates — it  made  its  alltii 
high  of  75  in  1964 — persuadi 
someone  to  sell  his  beloved  Tel 
phone  stock  was  and  still  is  as  dif| 
cult  as  pulling  teeth. 

It  goes  without  saying  that 
bonds  of  AT&T  and  of  most  of 
operating  subsidiaries  have  alwai 
enjoyed  the  top-quality  rating  of  t 
ple-A.  Only  the  bonds  of  Pacific  1 
&  Tel,  which  has  had  to  deal  wit! 
particularly  uncooperative  Pub 
Service  Commission,  now  carry 
lowly  A  rating.  By  and  large,  howd 
er,   the   investment  standing 
AT&T  has  always  been  so  high  tl 
no  one  would  ever  have  criticize^ 
fiduciary  who  invested  funds 
trusted  to  him  in  its  stock  or  bono 

This  proud  record  is  about  to  eil 
Next  month  the  company's  mq 
than  3  million  shareholders  will 
ceive  the  plan  of  reorganization, 
will  probably  be  as  big  as  a  good-S] 
book.  One  can  only  hope  that  mj 
agement  has  translated  the  "leg 
ese"  into  comprehensible  Engli 
because  not  all  of  Ma  Bell's  sha) 
holders  are  sophisticated  enough! 
understand  what  is  going  to  hapfl 
to  them.  In  brief,  AT&T  will  sj 
off  its  22  local  telephone  compani 
around  the  country  and  combi 
them  into  7  independent  regioi 
concerns. 

If  the  mere  prospect  of  winding 
with  shares  in  eight  different  cc( 
panies  (i.e.,  AT&T  plus  the  new 
gionals)  gives  you  the  shivers,  Cf 
sider  the  following:  Nearly  1  c 
lion  of  AT&T's  more  than  3  mill 
shareholders  own  less  than 
shares  each.  Another  million  shi 
holders  own  less  than  100  sha 
each.  This  means  that  some  2  u 


FORBES,  OCTOBER  25,\ 


MONEY  &  INVESTMENTS 


n  investors  will  wind  up  with 
ry  small  odd  lots  and  fractional 
ires  of  the  new  entities. 
:oreseeing  an  incredible  confu- 
n,  AT&T's  management  has  an- 
unced  plans  to  make  it  "easy  and 
xpensive"  for  shareholders  to  re- 
tribute their  AT&T  investment 
ix  the  company  is  split  up.  That's 
I  and  one  would  expect  the  com- 
ly  to  do  its  very  best.  But  who  is 
ng  to  advise  those  millions  of 
all  shareholders  and  decide  for 
m  which  of  their  reorganized 
dings  to  keep  and  which  ones  to 
rid  of? 

rhe  seven  operating  companies 
fl  not  be  identical  in  quality.  It 
il  take  weeks,  if  not  months,  for 
jlysts  to  reach  definite  conclu- 
ps  on  their  relative  merits  and 
aes.  Markets  for  these  shares  will 
f  ather  tentative  for  quite  a  while, 
n  the  bond  ratings  may  vary;  not 
[the  regionals  will  deserve  the 
jle-A  they  enjoyed  while  they 
K  under  the  tutelage  of  Ma  Bell, 
llsumably  all  seven  newly  mde- 
jdent  companies  will  pay  fairly 
jerous  dividends,  and  eventually 
le  stocks  will  be  valued  on  the 
Is  of  their  yields  and  their  future 
liings  prospects.  All  of  them  will 
e  to  strive  to  establish  a  corpo- 
|  identity,  as  the  Southern  New 
lland  Telephone  Co.,  which  is 
linvolved  in  the  AT&T  breakup, 
■ready  doing  via  a  massive  msti- 
pnal  advertising  program  in  an- 
roation  of  the  coming  competi- 
p  from  the  Bell  regionals. 
me  remnant  of  AT&T  itself  will 
i  far  more  interesting  stock  than 
wis  been  in  the  past,  appealing  to 
Mtegory  of  investors  completely 
Brent  from  the  ones  who  now 
K  Ma  Bell.  It  is  likely  to  be  far 
hi  dynamic,  but  also  more  vola- 
Itand  cyclical  and,  almost  eer- 
ily, not  as  liberal  a  dividend  pay- 
|i  the  present  stock. 
|roubt  that  the  eight  parts  will  be 
|?h  more  than  the  present  whole, 
liast  not  while  the  dissolution 
l»:eds.  Therefore,  it  is  my  recom- 
liiation  to  sell  AT&T  now.  Once 
Ikets  develop  for  the  new  shares 
liyou  are  attracted  by  the  new 
|(T  or  by  any  of  the  regional 
i  hone  companies,  go  ahead  and 
flthem.  But  why  get  involved  in  a 
if  ult  and  messy  divorce?  Good- 
it  Via  Bell.  It's  been  nice  knowing 
■  lor  all  these  years.  ■ 
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Let  Value  Line 


Help  You  Identify 

400  STOCKS 
TO  AVOID  NOW 

Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months. 

An  otherwise  solid  stock  portfolio  can  be  held  back  by  a  few  lagging 
stocks  so  it's  important  to  be  able  to  identify  the  least  timely  stocks 
as  well  as  the  most  timely  ones.  (In  some  years  a  great  company  can 
translate  into  a  lagging  stock.)  And  to  be  immediately  aware  of  sig- 
nificant changes  in  any  of  your  stocks. 

That's  why  The  Value  Line  Investment  Survey  every  week  of  the  year 
ranks  1700  stocks— each  relative  to  all  the  others— for  Probable 
Market  Performance  in  the  next  12  Months,  as  follows: 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2 

900  stocks  are  ranked  3 

300  stocks  are  ranked  4 

100  stocks  are  ranked  5 
Note:  Not  every  stock  will  always  perform  in  accordance  with  its 
rank.  But  it  is  a  fact  that  favorably  ranked  stocks,  as  a  group,  have 
outperformed  poorly  ranked  stocks  with  remarkable  consistency 
since  the  ranking  system  was  introduced  in  1965. 
While  past  performance  can  never  guarantee  future  success,  this 
record  of  16  years  of  successful  discrimination  strongly  suggests 
that  you  can  tilt  the  investment  probabilities  in  your  favor  by  using 
The  Value  Line  ranks  to  give  you  objective  indexes  not  only  of 
timeliness  but  Safety  and  estimated  yield  as  well. 

SPECIAL  OFFER 

Value  Line  is  offering  a  special  introductory  10-week  trial  subscrip- 
tion to  The  Value  Line  Investment  Survey  for  only  $33— about  half 
the  regular  price— provided  you  have  not  had  a  subscription  in  the 
past  two  years.  As  a  double  bonus  at  no  additional  charge,  you  will 
receive  the  2000-page  Investors  Reference  Service  (covering  1700 
stocks)  which  will  be  updated  every  week— filing  takes  but  one 
a  week— and  the  96-page  booklet  "Evaluating  Common 


(Above  Average) 
(Average) 
(below  Average) 
(Lowest) 


minute 
Stocks 


CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017 

Department  21 6  F 25 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for 
$33  to  The  Value  Line  Survey  (limited  once 
to  any  household  every  two  years)  arrd 
send  me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  sub- 
scription for  $330  and  send  me  the  two 
bonuses  listed  above.  There  are  no 
restrictions  with  this  annual  subscription. 

SPECIAL  EXTRA  BONUS 
A   pocket-size  CREDIT  \m^-t^^\ 


□  My  payment  is  enclosed.  □  Please 
charge  to:  □  American  Exp.  □  Master 
Card  □  Visa 

Expiration  Date  

Account  #  


Signature 


CARD    LCD  CALCULA- 
TOR given  to  you  when  |.-«S 
you  order  The  Value 


Name 


Line  Investment  Survey  for  one  year. 

This  subscription  is  tax-deductible  and 

non-assignable. 
I  (N.Y.  residents  add  sales  tax.) 
S  
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The  cotton  crop  is  down  30%,  demand  is 
roughly  the  same,  yet  prices  are  in  the 
tank.  There  are  possibilities  here. 

A  PARADOX  IN 
THE  COTTON  PATCH 


By  Stanley  W.  Angrist 


The  U.S.  Department  of  Agriculture 
in  its  most  recent  report  states  that 
this  year's  cotton  crop  will  be  4.7 
million  bales  less  than  last  year's 
crop — a  drop  of  30%.  At  the  same 
time,  it  is  widely  believed  that  both 
cotton  exports  and  domestic  mill 
consumption  will  decline  relatively 
little,  if  at  all,  from  last  year.  Sounds 
like  a  bullish  scenario,  right?  Wrong. 
The  fact  is,  things  are  rarely  what 
they  seem  in  the  futures  market. 
Let's  see  why. 

First,  why  will  the  crop  come  in 
30%  smaller  than  last  year?  It  is 
mostly  due  to  two  factors:  1)  About 
one-third  of  the  cotton  crop  acreage 
in  Texas  was  abandoned  this  year 
because  of  damaging  storms  and  2) 
there  was  widespread  compliance 
with  the  government  acreage-reduc- 
tion program. 

The  result  is  that  harvested  cotton 
acreage  overall  is  expected  to  be  only 
about  9.5  million  acres.  Only  three 
times  since  1 960  has  the  acreage  been 
this  low.  As  for  demand,  it  has 
remained  essentially  unchanged. 
Last  year  was  a  bad  one,  and  the  weak 
demand  is  continuing. 

By  the  experts'  arithmetic,  this 
should  add  up  to  demand  from  do- 
mestic mills  of  about  5.6  million 
bales,  essentially  unchanged  from 
last  year.  But  to  reach  even  this  lev- 


Stanley  U"  Angrist  is  a  commodity  specula 
tor,  consultant  and  longtime  observer  o  f  the 
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el,  textile  activity  will  have  to  pick 
up.  Imports  of  cotton  textiles  con- 
tinue to  hurt  domestic  mills,  and 
mill  demand  for  cotton  (adjusted 
annual  rate)  has  been  running 
around  5.1  million  bales. 

Another  depressing  factor  is  in 
exports.  They  are  forecast  at  6.7 
million  bales,  unchanged  from  last 
season.  As  of  late  summer,  export 
commitments  (shipments  plus  out- 
standing sales)  were  around  2  mil- 
lion bales,  10%  below  a  year  earlier. 
China,  which  was  the  third  leading 
importer  of  U.S.  cotton  in  the  1981- 
82  crop  year,  has  yet  to  purchase 
any  cotton  this  year. 

These  early-season  forecasts  point 
to  a  carryover  of  about  5.3  million 
bales  next  Aug.  1 — 1  million  bales 
below  August  1 982.  It  is  the  fact  that 
the  carryover  is  declining  only  1 
million  bales  in  the  face  of  a  30% 
drop  in  production  that  has  sent  cot- 
ton bulls  looking  for  other  pastures. 

In  light  of  these  bullish  and  bear- 
ish factors  influencing  cotton 
prices,  it's  no  surprise  that  the  bears 
have  been  winning  all  the  marbles. 
New  crop  cotton  prices,  basis  the 
March  contract,  are  about  10  cents 
per  pound  under  the  1982  high 
reached  in  early  July. 

Not  only  are  cotton  prices  going 
in  the  tank  for  this  year,  but  they 
are  within  a  few  cents  of  their  30- 
year  lows  on  an  inflation-adjusted 
basis  (see  chart). 

Remember  that  all  of  this, 
gloomy  as  it  is,  is  now  history.  The 
future  looks  better  for  cotton.  In 
fact,  I  expect  demand  to  improve  in 
the  first  quarter  of  1983  as  the  U.S. 
economy  begins  to  gather  strength. 
Further,  with  Far  Eastern  labor 
costs  and  interest  rates  substantial- 
ly below  ours,  I  believe  both  domes- 
tic and  export  demand  will  improve 
substantially.  This  should  prove  to 
be  constructive  for  both  cash  and 


futures  prices. 

So,  what  is  the  right  strategy?  Be- 
cause of  the  inherent  difficulty  in 
calling  the  bottom  in  any  market,  ] 
am  electing  once  again  to  use  i 
spread  to  take  advantage  of  any  rally 
in  the  cotton  market. 

I  suggest  buying  the  March  con 
tract  while  selling  the  May  con] 
tract,  with  May  at  least  140  poind 
over  March.  This  is  a  limited-nsW 
bull  spread,  as  full  carrying  charge! 
between  March  and  May  are  abou 
220  points.  That  means  that  it  i« 
highly  unlikely  that  March  will 
sink  to  more  than  a  220-point  disi 
count  to  May.  If  it  should  sink  thai 
low,  professionals  would  simph 
buy  the  March  contract,  accept  del 


Real  cotton  prices 

For  the  1981-82  crop  year  the 
nearest  futures  cotton  contract 
has  been  as  low  as  62  cents; 
That's  within  a  few  cents  of  its 
30-year  low,  adjusted  for  infla- 
tion. But  there  is  reason  to  expect 
improvement  in  1983. 

Dollars  per  pound 

1.80 

Annual  nearest 

1.60 

futures  contract 
high/low  price  range 

|August-|uly  crop  yearl 

1.40 

1.20 

"Hi.. 

1.00 

.80 

.60 

1        1         1  1 

1 

1  1 

'50      55      '60     '65     '70     '75  '80 

Source:  Shearson/Amencan  Express 

livery,  pay  the  storage  costs  al 
then  deliver  their  cotton  again 
their  May  short  position.  So  tfl 
spread  has  a  built-in  risk  of  about  < 
points,  or  $400  per  spread. 

I  would  look  for  a  profit  of  at  lea 
100  points  ($500  per  spread).  Tl 
margin  on  each  of  these  spreads 
$1,000,  the  round-turn  commissi! 
about  $100.  ■ 
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You  can  reach  people  in 
the  $35,000 -plus  bracket 
more  efficiently  with 
Psychology  Today  than  you  I 
can  with  Money,  Esquire, 
Playboy,  Discover, 
Scientific  American,  Science 
Digest,  Life  or  Omni. 
You  can  also  reach 


college  graduates  more 
efficiently. 

As  well  as  professional 
and  managerial  people. 
Look  into  Psychology  Today 
as  your  most  efficient 
media  buy 

Unless  you  like 
wasting  money. 
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The  first  question  to  ask  when  bootstrap- 
ping a  startup  business  is:  Who,  besides 
myself,  will  benefit  from  success? 

BOOTSTRAPPING 
WITHOUT  TEARS 


By  Thomas  P.  Murphy 


Finding  financing  for  a  new  busi- 
ness is  like  trying  to  mix  a  salad  at  a 
salad  bar — while  wearing  ski  mit- 
tens and  three  pairs  of  smoked 
glasses.  The  ingredients  are  all 
down  there,  somewhere,  but  it's 
hard  to  know  whether  you  have 
your  tongs  in  the  lettuce  or  the  her- 
ring. In  this  column,  then,  I  will 
offer  a  brief  guide  to  the  salad  bar — 
the  bewildering  array  of  U.S.  finan- 
cial institutions.  In  fact,  most  of 
them  will  lend  money  or  invest  eq- 
uity capital  in  a  small  or  new  enter- 
prise. Sometimes.  The  problem  for 
the  entrepreneur  is  finding  out 
which  ones  to  approach,  for  all  of 
them  take  time  and  effort. 

Let's  start  with  the  risk-takers, 
premier  among  them  yourself.  I 
have  worked  on  enough  new  busi- 
ness plans  and  their  cash  flows  to 
know  that  a  lot  of  businesses  can  be 
started  in  two  ways.  The  first  way  is 
on  that  bare-bones  million  dollars 
we  have  to  have.  The  second  is  on 
nothing. 

A  recent  example  of  the  latter:  A 
service  business  needed  investment 
capital  of  $800,000.  After  dickering 
a  year  with  a  possible  corporate  in- 
vestor and  a  tax  shelter  lawyer,  the 
entrepreneur  finally  got  disgusted 
and  stitched  the  business  together 
with  no  capital.  With  his  wife,  a 
partner  and  enough  income  to  sup- 
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port  them  for  a  year,  he  started  the 
business  with  one  customer.  The 
first  month's  revenues  were  $9,000, 
half  of  it  profit. 

How?  In  this  case,  the  one  impor- 
tant investment  the  entrepreneur 
needed  was  a  computer.  With  the 
promise  of  a  contract  from  that  one 
customer,  the  entrepreneur  found  a 
Canadian  computer  manufacturer 
who  was  eager  to  introduce  his  spe- 
cial-purpose machine  to  the  U.S. 
market  and  hence  was  willing  to 
lease  it  on  friendly  terms. 

The  basic  question  to  ask  yourself 
when  bootstrapping  a  startup  busi- 
ness is:  Who,  besides  myself,  will 
benefit  from  my  success?  If  the  ser- 
vice or  product  is  unique  enough, 
the  answer  may  be  customers.  Con- 
tracts from  them,  or  just  letters  of 
intent,  could  be  enough  to  put  the 
rest  together. 

Okay,  what  if  cash  really  is  need- 
ed? Where  do  you  go?  Let's  try  to 
wend  our  way  down  the  salad  bar. 

First  stop  is  a  bank,  though  here 
you're  unlikely  to  succeed.  Why 
bother?  To  introduce  yourself  and 
your  plan,  be  told  that  banks  are 
not  risk  lenders,  but  possibly  get 
some  direction  as  to  local  sources 
that  might,  in  fact,  give  help. 
Among  them  today  is  a  breed  of 
entrepreneurs  who,  having  made  it 
themselves,  invest  in  new  busi- 
nesses for  fun — and  profit.  There  is 
no  directory  of  these  people. 
Knowledge  of  their  existence  is 
only  informal.  But  people  wired 
into  a  community — bankers,  cham- 
ber of  commerce  directors,  etc. — 
know  who  they  are. 

Government — local,  state  and  na- 
tional— is  another  source  of  money. 
Although  the  Reagan  Administra- 
tion has  ended  two  big  lending  pro- 
grams, the  Small  Business  Adminis- 
tration still  guarantees  loans,  about 
$3  billion  worth  last  year.  The  SBA 


will  lend  up  to  $500,000  and  tt 
interest  rate  can  go  to  2Va%  ov< 
prime.  One  condition  you  will  fir 
easy  to  meet:  You  have  to  have  bee 
turned  down  for  a  loan  by  at  leai 
one  bank. 

Understand,  this  is  not  goven 
ment  money.  It  is  bank  money,  90c 
of  it  guaranteed  by  the  governmen 
and  a  bank  normally  expects  you  I 
have  $1.50  worth  of  collateral  f< 
every  dollar  it  lends  to  you.  Man 
banks,  by  the  way,  aren't  involve 
in  the  SBA  lending  program  at  all,  s 
you  will  have  to  find  one  that  i 
Call  an  SBA  office  for  guidance.  R 
member,  too,  that  you  will  almo 
certainly  have  to  sign  personally  f< 
a  loan,  so  whatever  you  have  will  I 
on  the  line. 

Tax  shelter  financing  is  anothl 
approach  if  your  business  lends  i 
self  to  it.  Real  estate  does.  So  do< 
most  resource  development,  as  wc 
as  new  magazines.  If  your  compai 
is  doing  research  and  developmer 
tax  shelter  financing  is  a  good  pos: 
bility.  The  first  step  is  finding) 
lawyer  who  specializes  in  tax  deaj 
If  he  thinks  your  business  has  pos: 
bilities,  he  will  package  the  finan 
ing  as  a  shelter  and  introduce  you 
the  selling  network. 

The  public  stock  market  is  >| 
another    approach    to  financir 
Though  it  has  atrophied  from 
1981  heyday,  startups  can  get 
hearing  if  they  have  market  appe 
The  Denver  brokers  were  a  good  1 
for  energy  deals  but  have  fallen 
hard  times.  Jersey  City  brokers  ; 
still  getting  new  issues  into  t 
market  but  are  fussier  about  wli 
they  sell.  Wall  Street  investme 
bankers,  in  general,  insist  on  a  tra 
record — at   least   $10  million 
sales,  $1  million  in  aftertax  ea: 
ings — before  they  will  take  a  co 
pany  public. 

The  list  goes  on;  it's  a  big  sai 
bar.  SBICs  (Small  Business  Inve 
ment  Companies),  MESBICs  for  l 
minority  entrepreneur,  commerc 
finance  companies  and,  too  ofi 
overlooked,  business  developm« 
corporations.  Twenty-seven  sta 
have  them  and,  if  your  business  c 
ates  jobs,  they  can  be  very  flexi 
lenders.  Venture  capital  is  anot 
lending  source,  and  i  will  cover  ii 
the  next  issue. 

Finally,  there  are  relatives  i 
friends.  Don't  they  deserve  a  cha} 
to  get  in  on  something  good?  ■ 
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Why  is  the  bouncer  in  a  singles  bar  like 
an  integrated  circuit  in  a  computer? 

FOUR  BOUNCERS 
ON  A  CHIP 


By  Srully  Blotnick 


m  n 


r 


Henry  is  the  6-foot-3  bouncer  at  a 
popular  New  York-area  singles  bar. 
He  takes  his  job  seriously,  and  there- 
fore does  everything  precisely  by  the 
rules.  The  first  rule  is  that  if  you  are 
with  a  member  of  the  opposite  sex, 
you  can't  come  in.  Smiling  pleasant- 
ly, the  bouncer  says  to  each  couple 
that  comes  to  the  door,  "Hey,  this  is 
a  singles  bar." 

Henry  may  be  a  simpleton  but  he 
is  quite  a  logical  fellow.  He  has  read 
the  previous  issue  of  Forbes  (Oct. 
11,  p.  254)  and  therefore  knows  that 
the  "truth  table"  for  an  AND  gate 
goes  as  follows: 

A  B 


0       0  0 

0  1  0 

1  0  0 
1       1  1 

Here,  A  is  a  male,  B  is  a  female. 
Column  C  is  yes-or-no;  0  means  no; 
1  means  yes,  go  on  in.  Hence  row  2 
of  the  table  means  a  lone  female  is 
not  admitted.  Row  four  means  a 
man  and  women  arrive  together  and 
are  admitted.  This  is  obviously  not 
what  occurs  in  a  singles  bar. 

Henry  is  well  aware  that  he  there- 
fore must  modify  the  AND  gate 
slightly  to  match  what  he  does. 
How?  By  combining  it  with  the 
most  easily  understood  gate  in  a 
computer,  the  NOT  gate.  The  truth 

Dr.  Srully  Rlotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing 


table  for  a  NOT  gate  could  hardly  be 


A 

C 

0 

1 

1 

0 

The  table  can  be  understood  in- 
stantly if  you  think  of  a  table  with 
only  one  chair,  or  a  bar  stool.  If 
someone  is  already  sitting  there 
(row  2),  you  can't  have  it.  If  no  one  is 
(row  1),  you  can. 

In  a  flash  of  inspiration,  Henry 
combines  the  AND  and  NOT  gates 
to  get  the  truth  table  that  is  appropri- 
ate at  the  entrance  to  a  singles  bar: 


A 

B 

c 

0 

0 

1 

0 

1 

1 

1 

0 

1 

1 

1 

0 

That  is,  everyone  gets  the  green 
light — except  couples  (row  4).  No- 
tice that  Column  C  in  this  table 
differs  from  Column  C  in  the  AND 
gate  truth  table  in  a  very  simple 
manner:  Is  have  become  0s,  and  0s 
have  become  Is.  This  table,  then, 
represents  AND  followed  by  NOT, 
and  should  really  be  called  an  AND- 
NOT  gate.  But  euphony  prevails 
here  instead  of  logic,  so  it  is  always 
referred  to  as  a  NAND  gate.  Re- 
member, though,  that  NAND 
means  AND  followed  by  NOT. 

Electronics  engineers  use  simple 
symbols  to  represent  these  gates.  A 
NOT  gate  looks  like  an  arrow  with  a 
bubble  at  the  tip  (without  the  bub- 
ble, it  is  the  symbol  for  an  amplifier): 


Since  the  output,  C,  is  merely  the 
opposite  of  the  input,  A,  a  NOT  gate 
is  often  referred  to  as  an  inverter. 

Last  issue  we  saw  that  an  AND 
gate  looked  like  a  capital  D  with  the 
inputs  along  the  flat  side: 

An  AS'D  gate 


A  NAND  gate,  therefore,  is  an  ANE 
gate  followed  by  a  NOT  gate: 


no  vii 


Notice  that  the  symbol  for  a  NANE 
gate  differs  from  that  for  an  ANE 
gate  only  slightly — the  triangle  i 
left  out  and  only  the  bubble  re 
mains.  The  bubble  means  that  th 
output  is  inverted  (0s  become  Is 
and  vice  versa).  Column  C  in  th 
truth  tables  for  AND  and  NANE 
shows  that  the  tables  and  symbol 
match.  Needless  to  say,  Henry  act 
as  a  NAND  gate,  and  could  be  re 
placed  by  one.  However,  as  the  ba 
owner  put  it,  "The  customer 
would  miss  that  stupid  grin  of  his. 

Why  are  NAND  gates  importan 
to  computers  as  well  as  to  single 
bars?  For  two  primary  reasons.  Firsi 
they  are  very  easy  to  fabricate,  espe 
cially  in  integrated  circuit  (IC)  forrr 
For  example,  pictured  below  is  ai 
actual  IC  available  from  a  variety  c 
domestic  and  foreign  semicondui 
tor  manufacturers.  It  contains  nq 
one  but  four  NAND  gates.  Hooke 
up  correctly  to  four  singles  bars, 
could  replace  four  guys  like  Hei 
ry — and  it  costs  less  than  25  cents 


rrn  [u\  m\  rm  nt\  ryi  m 


ground 

LU  LiJ  LU  LU  LU  Li!  LlI 

The  lingo  used  to  describe  this 
is  worth  knowing.  Since  one  row1 
connecting  pins  sticks  out  of  eachl 
the  two  long  sides,  this  layout 
called  a  dual  in-line  package  (DI| 
Also,  since  there  are  four  NAT* 
gates  in  the  IC  pictured  above,  a 
each  NAND  gate  has  two  inputs,  I 
IC  is  described  fully  as  "a  DIP  14-j 
quad  two-input  NAND  gate."  Buj 
you  like,  you  can  refer  to  it  as  "ffl 
Henrys  on  a  chip." 

The  second  reason  NAND  gai 
are  important  is  that  every  other  g( 
in  a  computer — AND,  OR 
NOT — can  be  made  by  the  right  n 
of  them.  NAND  gates  can  therefi 
be  used  to  replace  not  only  bounc 
at  singles  bars,  but  also  maitre  d'; 
French  and  Chinese  restaurants. 

Next  issue,  we  will  see  h 
NAND  gates  allow  computers  tc 
something  else:  to  remember. 
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Your 
legacy: 

A 

40 -acre 
ranch 
and 
a  way 
of  life. 


As  big  as  all  outdoors, 
Forbes  Magazine  is  now 
offering  substantial  land  for 
skiers,  hunters,  naturalists 
and  lovers  of  America  s 
magnificent  Old  West. 

For  the  pleasure  of  you 
and  your  family  today,  these 
minimum  40-acre  ranch 
estates,  adjacent  to  the 
Forbes  Trinchera  Ranch  in 
southern  Colorado,  will  be 
an  important  legacy  in  the 
future  of  your  loved  ones. 

Prices  start  at  $25,000 
with  down  payment  as  low 
as  1%  and  monthly  pay- 
ments of  $250,  including 
interest  at  9%.  For  details 
and  color  brochure  write  or 
phone: 

Mr.  Errol  Ryland,  Manager 

FORBES 
WAGON  CREEK 
RANCH 

Box  303  K 
Fort  Garland,  Colorado  81133 
(303) 379-3263 


This  is  not  an  ofter  to  sen  in  states  where  not  registered 


The  forces  that  determine  market  price: 
have  turned  .profoundly  deflationary 
The  bearish  camp  is  the  prudent  one. 

DEFLATION  AND 
STOCK  PRICES 


By  Ashby  Bladen 


I  usually  try  to  avoid  expressing  any 
opinions  about  the  short-run  pros- 
pects for  securities  prices  because  I 
like  to  think  that  my  ideas  have  a 
longer  useful  life  than  most  market 
advice  does.  But  the  enormous  run- 
up in  bond  and  stock  prices  during 
August  and  September  leads  me  to 
make  an  exception  this  time. 

A  characteristic  of  all  auction 
markets,  including  the  securities 
markets,  that  all  investors  should 
ponder  carefully:  The  equilibrium 
price  is  necessarily  at  the  point  of 
maximum  uncertainty.  That's  the 
price  at  which  roughly  half  the  peo- 
ple involved  think  the  stock  or  bond 
is  a  good  sale  and  the  other  half 
think  it  is  a  good  buy.  Whenever  a 
consensus  develops,  the  price  must 
inevitably  move  in  the  appropriate 
direction  until  the  balance  of  uncer- 
tainty is  restored.  That  is  why  it 
always  amuses  me  to  watch  the 
bright  and  articulate  people  in  a 
show  like  Wall  Street  Week  confident- 
ly give  firm  opinions  about  things 
that  are  inherently  and  necessarily 
unknowable. 

So  I  assume  the  role  of  market 
commentator  humbly  as  well  as  dif- 
fidently, but  go  on  to  note  that  the 
current  economic  downturn  has 
now  gone  well  beyond  the  dimen- 

Ashby  Bladen  is  senior  rice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


sions  suggested  by  the  convention 
postwar  term  "recession"  and  is  b 
ginning  to  feed  upon  itself.  Sinj 
WW  II  the  world's  economy,  drive 
by  an  unprecedented  rate  of  del 
formation,  has  finally  pushed  deb 
service  charges  to  a  level  unsustai 
able  by  the  incomes  they  are  sii 
posed  to  be  repaid  from.  That  meai 
that  the  creditworthiness  not  on] 
of  the  ultimate  borrowers  ai 
spenders  but  of  the  lenders  as  well 
becoming  doubtful.  So  lenders  s 
beginning  to  press  debtors  to  s| 
their  real  assets  for  whatever  tl 
will  bring,  in  order  to  pay  down  thj 
financial  liabilities.  And  the  fal 
prices  of  real  assets  in  turn  cauj 
the  credit  of  even  relatively  cautic 
borrowers  to  become  suspect. 

This  self-reinforcing  process 
perhaps  most  obvious  in  the 
market,  but  it  is  going  on  in 
markets  for  most  commodities,  c| 
ital  goods  and  durable  consun 
goods.  In  short,  the  forces  that 
termine  market  prices  have  tun 
profoundly  deflationary.  If  thj| 
market  forces  were  permitted 
work  themselves  out,  we  wo 
clearly  be  in  for  another  bout  \^ 
deflation  and  hard  times. 

It  is  clear,  however,  that  th 
forces  will  be  affected  by  milit 
and  political  interference.  But 
timing  and  magnitude  of  the  ini 
ference  are  uncertain.  The  threaj 
a  cutoff  of  Middle  Eastern  oil 
mains,  even  though  its  importa 
to  the  Western  World  is  rapidly 
clining.  And  since  the  interest: 
politically  powerful  groups 
farmers  and  homeowners  will 
badly  hurt  by  domestic  deflat 
we  can  be  certain  that  there  wil 
political  attempts  to  bail  them 
by  making  subsidized  credit  uni 
sally  available.  However,  I  bel: 
that  the  collapse  of  the  credibilii 
the  Administration's  easy  solu 
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mr  economic  problems  through 
cuts  will  produce  a  political 
emate  after  the  November  con- 
ssional  elections.  There  will  be 
ch  heated  debate  about  econom- 
ind  financial  policy,  which  in 
1  will  produce  great  uncertainty 
volatility  in  the  securities  mar- 
I  But  no  firm  decisions  will  be 
:hed,  and  the  net  result  will  be  a 
damentally  deflationary  trend, 
ctuated  by  recurring  fears  of  se- 
ts inflation. 

is  possible  that  we  will  briefly 
new  peaks  in  the  interest  rates 
righ-quality  loans  during  a  thor- 
hgoing  liquidity  panic,  but  it  is 
re  likely  that  the  peak  yields  on 
.  government  securities  are  be- 
i  us.  However,  the  growing 
bts  about  the  creditworthiness 
ess  than  prime-quality  borrow- 
are  likely  to  cause  the  yield 
:ad  for  risk  to  widen  enormous- 
rather  expect  to  see  the  market 
the  commercial  paper  of  lower- 
lity  borrowers  disappear,  as  it 
in  the  summer  of  1970. 
nally,  what  about  common 
jks?  High  borrowing  costs  have 
ed  most  companies  to  slim 
n  operating  costs  and  inven- 
:s.  If  final  demand  holds  up, 
r  profits  should  increase  nicely. 
I  expect  consumers  are  going  to 
inue  to  be  scared  and  will  be 
lclined  to  spend  much  more 

they  have  to. 
ibig  move  of  stock  prices  in  ei- 

direction  eventually  generates 
sures  for  a  retracing  move  in  the 
|)site  direction — even  in  the  first 
Iter  of  1930  stocks  recovered 
It  half  of  the  losses  they  suffered 
te  last  quarter  of  1929.  And  after 
;  ug  decline  that  lasted  through 
first  half  of  this  year,  stocks 
I  quite  cheap  by  historical  stan- 
n».  So,  in  spite  of  the  threatening 
[s.cial  horizon,  I  did  not  want  to 
jrongly  bullish  or  bearish, 
he  reason  for  the  sharp  recovery 
It.g  the  last  two  months  was  the 
line  in  interest  rates.  The  con- 
lion  is  an  obvious  one  because 
[I  g  at  least  the  last  two  years  the 
C  ietition  from  fixed-income 
Li>  has  appeared  to  be  the  most 
|irtant  determinant  of  stock 
1 .5.  I  am  suggesting  that  it  really 
t  i  quite  as  simple  as  that,  and 
I  :he  very  violence  of  the  rally 
I  s  the  bearish  camp  clearly  the 
lint  one  to  be  in.  ■ 
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Peak 
Money  Market 
yields 


The  T.  Rowe  Price  Prime  Reserve 
Money  Fund  offers: 

□  Prompt  liquidity  by  telephone 

□  Free  checkwriting  over  $500 

□  No  early  withdrawal  interest 
penalty 

□  Free  exchange  with  other 
Price  stock  and  bond  funds 

□  Minimum  investment  $2,000 

□  No  sales  charge 

Call  Now 
For  Today's  High  Yield 
TOLL  FREE  1-800-638-5660. 
In  Maryland  1-800-492-1976. 
In  Baltimore  547-2308. 


T.  Rowe  Price 


T.  Rowe  Price  Marketing  Inc.  Dept.  E13, 100  E.  Pratt  St.,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  on  your  Prime  Reserve  Money  Fund  with  more 
complete  information,  including  management  fee  and  other  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest. 

Name  


Address - 
City  


State. 


.  Zip_ 


WHAT'S  MORE  SHOCKING  THAN 
FINDING  OUT  WHAT  THE  REST  OF  THE  WORLD 
IS  DOING  IN  RESEARCH? 


FINDING  OUT  WHAT  WE'RE  DOING. 


The  change  from  1968  to  1978  in  the  percentage  of  scientists  ond  engineers  |fe 
in  the  labor  force  engaged  m  reseorch  and  development  (Nattonol  Science  Board  1979) 


The  chart  in  this  ad  is  rather  startling. 

It  shows  that  the  percentage  of 
scientists  and  engineers  engaged 
in  research  in  the  United  States  has 
dropped,  at  a  time  when  the  percentage 
of  researchers  in  other  countries  is  on 
the  increase. 

Right  now  we  need  more  emphasis 
on  research  and  development,  not  less. 


We  can  t  get  the  research  we  need, 
however,  unless  we  put  more  money 
into  our  colleges.  To  protect  them  from 
inflation.  To  keep  them  strong. 

So  please  give  generously.  There  is 
something  worse  than  the  shock  of 
realizing  that  you've  fallen  behind. 
That's  the  shock  of  realizing  that  it's  too 
late  to  catch  up. 


HELP  PRESERVE  AMERICAN  KNOW-HOW. 

6NE  TO  THE  COLLEGE  OF  VOUR  CHOICE. 


233 


The  Contrarian 


MONEY  &  INVESTMENTS 


Sure  the  market  has  had  a  record  rally  in 
the  last  two  months,  but  my  bet  is  that  the 
best  is  yet  to  come. 

DON'T  THROW  IN 
THE  TOWEL 


By  David  Dreman 


Were  you  left  sitting  on  the  side- 
lines along  with  many  a  leading 
guru  as  the  market  rocketed  up  on 
record  volume  in  August  and  Sep- 
tember? If  you  were,  don't  fret.  No 
market,  regardless  of  how  strong  it 
appears,  is  a  one-way  ticket.  The 
almost  inevitable  correction,  per- 
haps a  sharp  one,  is  in  the  wings, 
which  gives  the  investor  who  wants 
it  a  good  second  shot.  And  want  it 
he  should,  for,  in  my  opinion  at 
least,  we  have  seen  only  the  opening 
salvos  of  a  new  bull  market.  Here 
are  my  reasons  for  thinking  so: 

To  start  with,  the  market,  when 
adjusted  for  inflation,  is  still  ultra- 
cheap.  Near  the  bottom  of  the  Great 
Depression,  for  example  in  mid- 
1933,  the  Dow  traded  at  80.  Record 
rally  or  no,  today,  in  inflation-ad- 
justed dollars,  it's  little  more  than 
10%  above  that,  and  little  higher 
than  in  1949,  from  where  it  quintu- 
pled in  the  next  15  years. 

"Sure,  stocks  are  cheap,"  I  have 
been  told.  "But  shouldn't  they  be, 
given  the  problems  corporate  Amer- 
ica is  now  struggling  with — from 
steep  recession  and  high  unemploy- 
ment to  the  possible  default  of  for- 
eign loans  to  major  banks?"  My  an- 
swer is  no.  True,  today's  problems 
are  difficult,  but  all  bull  markets  are 


David  Dreman  is  managing  director  of 
Dreman,  Gray  &  Embry,  Investment  Coun- 
sel, New  York,  and  author  of  Contrarian 
Investment  Strategy. 


launched  from  their  own  particular 
auras  of  gloom.  What  is  forgotten  is 
just  how  well  companies  have  fared 
in  trying  times.  Take,  as  an  example, 
the  record  of  the  S&P's  400,  which 
accounts  for  about  55%  to  60%  of 
the  market  value  of  all  stocks  listed 
on  the  New  York  Stock  Exchange. 
First  of  all,  earnings,  the  most  impor- 
tant determinant  of  stock  prices 
over  time,  have  not  fared  badly  dur- 
ing the  past  ten  years  of  accelerating 
inflation,  sky-high  interest  rates,  the 
energy  crisis  and  the  two  worst  re- 
cessions of  the  postwar  period. 

Earnings  grew  1 1  %  annually  over 
this  period — more  than  double  the 
increase  of  the  1960s  and  almost 
triple  that  of  the  halcyon  bull  mar- 
ket days  of  the  1950s.  Moreover, 
this  rather  remarkable  record  was 
achieved  in  spite  of  income's  being 
flat  from  1979  to  1981  because  of 
lingering  recession. 

Contrary  to  conventional  wisdom 
and  management's  more  than  occa- 
sional laments,  moreover,  pretax 
profit  margins  of  major  corporations 
were  not  squeezed  dry  by  the  viru- 
lent inflation  of  the  past  decade.  In 
the  1972-81  period,  on  average,  mar- 
gins of  the  S&P's  400  were  14.9%  of 
sales,  not  much  under  the  15.5%  for 
the  1962-71  period  and  a  shade 
above  the  14.8%  for  the  previous 
golden  decade.  Most  manage- 
ments— crying  towels  in  hand  or 
not — have  increased  prices  fast 
enough  to  match  rising  costs. 

Other  key  measurements  also  put 
this  market  in  the  bargain-base- 
ment category.  Recently,  the  S&P's 
400  was  trading  at  or  below  book 
value.  Since  World  War  II  this  index 
has  touched  book  only  at  the  bot- 
tom of  the  most  severe  breaks.  The 
comparison  stands  out  even  more 
sharply  when  replacement  values 
are  used.  The  real  value  of  land, 
|  plant,  equipment  and  other  assets  is 


at  least  50%  to  75%  higher  tru 
book.  In  a  word,  the  index  presen 
better  value  now,  by  this  key  me 
surement,  than  for  any  other  pr 
longed  period  in  the  past. 

It's  precisely  this  undervaluatic 
that  has  resulted  in  a  rash  of  tak 
overs.  Tight-fisted  corporate  tre 
surers  now  find  it  much  cheaper 
buy  an  existing  business  than 
build  a  new  one.  The  average  tak 
over  premium  has  been  50% 
more  above  book.  Crum  &  Forster, 
property-casualty  insurer  and  an  o 
favorite  of  this  column  (last  me 
tioned  Aug.  2  at  S24),  recently  tra 
ed  as  low  as  $21,  or  at  a  35%  dj 
count  to  its  book  of  S32.  C&F  hj 
lust  signed  an  agreement  to  sell  0' 
to  Xerox  at  S55  a  share,  some  721 
above  book. 

Finally,  bull  markets  are  few  a: 
far  between.  In  the  past  60  yeal 
there  have  only  been  two  of  aj 
extended  duration,  one  in  the  192| 
and  the  other  in  the  1949-65  perio 
With  large  numbers  of  investo 
having  been  wrung  out  in  specul 
tions  and  investments  ranging  frq 
commodities  and  collectibles 
bonds  and  real  estate,  more  a 
more  are  looking  for  the  solid  val 
found  in  good  equities. 

If  the  case  makes  sense,  wl 
does  one  do?  To  me,  the  best  b| 
are  stocks  with  big  capitahzatia 
high  yields  and  low  P/Es.  Thj 
good  low  P/E  companies  today: 

Bank  of  Sew  York  (42)  is  the 
tion's   17th-largest  bank.  Fore 
loans  are  a  relatively  small  16% 
its  portfolio.  The  stock  trades  a 
times  earnings  and  yields  7.4%. 

Stauffer  Chemical  (20)  is  a  mj 
producer  of  industrial,  agriculti 
and  specialty  chemicals.  Earnin 
hit  by  the  recession,  should  deel 
somewhat  over  10%  in  1982, 
show  above-average  growth  in 
years  ahead.  The  stock  trades  ; 
P/E  of  6  and  yields  7.3%. 

Travelers  (22)  is  a  multiline  in: 
er.  This  group  is  cheap,  and  TK 
one  of  the  cheapest  on  fundarr 
tals.  Travelers  has  a  book  of  3 
P/E  of  6  and  a  yield  of  7.3%. 

No,  you  don't  have  to  throw ) 
hands  up  if  you  missed  the 
wave.  If  we  are  talking  about  a 
bull  market,   the  big  bucks 
ahead.  If  I'm  right,  investors  : 
look  back  at  recent  prices  sev 
years  from  now  and  kick  tb 
selves  for  not  picking  up  equine 
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n.  flight,  connects  with  our  delivery  system  and  is 
I;  rushed  to  you. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

xty  years  ago  in  Forbes 

om  the  issue  of  October  28.  1922) 

a  a  desperate  attempt  to  bolster  up 
e  rapidly  falling  mark — the  latest 
otation  is  3,000  to  the  dollar — the 
erman]  government  issued  a  decree 
ainst  speculation  in  exchange.  It 
rbids  domestic  prices  being  fixed  in 
reign  currency  or  on  the  basis  of 
ch  currency,  and  it  provides  that 
rchases  of  foreign  currency  are  per- 
issible  only  by  consent  of  a  special 
ntrol  department.  Finding  the  ca- 
city  of  the  government  printing 
mts  insufficient,  Hugo  Stinnes  has 
en  authorized  to  enter  the  field  of 
anufacturing  paper  marks  on  a  large 
ale.  Presses  heretofore  used  in  print- 
§  the  colored  supplements  to  his 
wspapers  are  now  turning  out 
,000  and  100,000  mark  notes.  In 
nsequence  of  this  new  flood  of  cur- 
ncy  the  hoarding  of  dollars  and  of 
tier  high  currencies  has  become  the 
most  exclusive  form  of  investment 
r  all  classes  in  Germany.  .  .  .  The 
ankf  urter  Zeitung's  index  of  average 
mmodity  prices  as  of  Oct.  1  shows 


an  increase  of  48%  over  Sept.  1.  The 
present  average  is  441  times  the  pre- 
war average." 

The  U.S.  recalls  the  1922-23  Ger- 
man inflation  as  a  time  when  grocery 
shoppers  carried  their  marks  in 
wheelbarrows;  but  few  Americans 
had  any  notion  of  its  causes  or  who 
profited  from  it.  Above  all,  it  was 
caused  by  the  loss  of  a  war  that  had 
itself  been  financed  largely  by  borrow- 
ing. The  Allied — mainly  French — de- 
mand for  reparations  of  132  billion 
gold  marks  made  matters  worse,  as 
did  Reichsbank  director  Havenstein, 
whose  only  remedy  was  issuing  still 
more  currency.  As  the  British  ambas- 
sador confided  to  his  diary,  "In  the 
whole  course  of  history,  no  dog  has 
run  after  its  own  tail  with  the  speed  of 
the  Reichsbank." 

Who  profited?  As  noted  in  "Flash- 
backs" (Forbes,  Sept.  13),  many  Ger- 
man businessmen  opposed  currency 
stabilization  when  inflation  was  wip- 
ing out  their  debts.  Who  lost?  Every- 
one getting  fixed  money  income, 
whether  wages,  interest,  rents  or 
whatnot.  So  inflation  bloomed,  with 
the  mark  dropping  in  1922  from  162 
to  the  U.S.  dollar  to  more  than  7,000. 

And  1923  was  still  to  come. 


Fifty  years  ago 

(November  1,  1932) 

"The  first  sentence  in  the  first  editori- 
al in  the  first  issue  of  Forbes  15  years 
ago  was:  'Business  was  originated  to 
produce  happiness,  not  to  pile  up  mil- 
lions.' The  banner  at  our  editorial 


Forbes  marked  its  15th  anniversary  in 
1932  by  noting  the  improvement  in  ma- 
jor products,  particularly  consumer 
products,  in  that  span.  At  left,  the  electric 
stove,  above,  the  auto. 


masthead  was  then,  as  now:  'With  all 
thy  getting,  get  understanding.'  It  was 
supplemented  by  these  lines: 

III  fares  the  land, 

to  hastening  ills  a  prey, 

Wfjere  wealth  accumulates 
and  men  decay." 

— Editor  B.C.  Forbes 

"This  can  be  said  definitely: 

The  U.S.  has  been  moving  in  the 
right  direction  this  fall  for  the  first 
time  since  1928.  Betterment  has  been 
more  than  seasonal  in  many  but  not 
all  directions.  Even  where  the  down- 
trend has  not  ended,  the  rate  of  de- 
scent has  been  modified." 

"Through  Aug.  31  the  Reconstruction 
Finance  Corp.  had  made  total  ad- 
vances of  $1,183,000,000  in  the  seven 
months  since  its  inception.  During 
that  period  there  were  about  5,600 
individual  borrowers,  including  4,300 
banks,  50  railroads  and  an  estimate  of 
more  than  500,000  farmers.  .  .  ." 

Twenty-five  years  ago 

(November  1,  1957) 

"An  old  byword  of  Wall  Street  sanc- 
tioned by  the  years  marks  the  office 
machine  makers  as  one  of  the  first 
casualties  of  recession.  But  last  month 
some  of  the  Big  Street's  shrewdest 
traders  were  beginning  to  wonder 
whether  the  old  rules  really  apply  in 
this  age  of  automation.  .  .  .  Abstrac- 
tionsare  hardly  meat  for  Wall  Streeters' 
practical  tastes;  they  like  to  get  down  to 
concrete  cases.  And  by  that  exacting 
standard  the  fortunes  of  mighty  Inter- 
national Business  Machines  provided 
plenty  of  food  for  thought.  In  1957's 
first  nine  months,  IBM  was  breaking 
records  right  and  left." 

"The  boom  and  bust  cycle,  [Lehman 
Brothers  Economist  Charles  T.]  Brod- 
erick  claimed  boldly,  has  become  an 
'old-fashioned'  notion  that  has  lived 
beyond  its  time.  In  effect,  the  U.S. 
economy  has  been  radically  changed: 
There  now  is  a  built-in  boom.  The 
guarantee?  The  fact  that  both  politi- 
cal parties  are  now  so  committed  to 
full  employment  that  any  Adminis- 
tration that  permitted  a  depression 
would  be  'committing  political  sui- 
cide.' In  Broderick's  view,  the  nation's 
old  pols  are  smarter  than  that.  At  the 
first  sign  of  business  downturn,  he 
predicted,  Congress  will  'wisely'  cut 
taxes,  thereby  giving  a  reviving  fillip 
to  the  economy." 
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Thoughts 

on  the  Business  of  Life 


Early  ideas  are  not 
usually  true  ideas. 
Herbert  Spencer 


Two  elements  are  needed 
to  form  a  truth — a  fact  and 
an  abstraction. 
Samuel  Butler 


Originality  is  the  art 

of  concealing  your  source. 

Franklin  P.  Jones 


Originality,  I  fear, 
is  too  often  only 
undetected  and  frequently 
unconscious  plagiarism. 
William  Inge 


The  visionary  lies  to  himself, 
the  liar  only  to  others. 
Friedrich  Nietzsche 


A  Text . . . 

Iron  sharpeneth  iron; 
so  a  man  sharpeneth  the 
countenance  of  his  friend. 
Proverbs  27:17 


Sent  in  by  Owen  Kent  Sanders,  Long  Beach, 
Calif.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of  texts  used. 


It  is  not  men  that  interest 
or  disturb  me  primarily;  it 
is  ideas.  Ideas  live;  men  die. 
Woodrow  Wilson 


All  men  dream:  but  not  equally. 
Those  who  dream  at  night  in 
the  dusty  recesses  of  their 
minds  wake  in  the  day  to  find 
that  it  was  vanity:  but  the 
dreamers  of  the  day  are 
dangerous  men,  for  they  may 
act  their  dream  with  open 
eyes,  to  make  it  possible. 
T.E.  Lawrence 


Ideas  are  the  most  valuable 
commodity  in  the  world  today. 
Ideas  are  bom  of  initiative. 
Tloe  organization  headed  by  a 
man  of  initiative  is  always 
one  jump  ahead  of  a  competitor 
headed  by  an  imitator.  A 
thousand  and  one  problems 
arise  daily  in  every  field 
of  endeavor.  These  problems 
cannot  be  overcome  try  adhering 
to  old  rules,  old  formulas, 
old  devices  They  call  for 
original  thinking,  for 
resourcefulness  and  initiative. 
B.C.  Forbes 


Keeping  a  little  ahead  of 
conditions  is  one  of  the 
secrets  of  business;  the 
trailer  seldom  goes  far. 
Charles  Schwab 


If  you  don't  do  your  own 
thinking,  someone  else 
will  do  it  for  you. 
Edward  de  Bono 


Daring  ideas  are  like  chessmen 
moved  forward.  They  may  be 
beaten,  but  they  may  start 
a  winning  game. 
Goethe 


New  opinions  are  always 
suspected  and  usually 
opposed,  for  no  other 
reason  than  because  they 
are  not  already  common. 
John  Locke 


More  than  3.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave..  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


My  greatest  inspiration 
is  a  challenge  to  attempt 
the  impossible. 
Albert  A.  Michelson 


When  a  true  genius  appears 
in  the  world,  you  may  know 
him  by  this  sign,  that  the 
dunces  are  all  in  confederacy 
against  him. 
Jonathan  Swift 


Every  new  opinion,  at  its 
starting,  is  precisely  a 
minority  of  one. 
Thomas  Carlyle 


Experience  has  shown,  and 
the  true  philosophy  will 
always  show,  that  a  vast, 
perhaps  the  largest  portion 
of  the  truth  arises  from 
the  seemingly  irrelevant. 
Edgar  Allan  Poe 


For  an  idea  that  does  not 
at  first  seem  insane, 
there  is  no  hope. 
Albert  Einstein 


It  is  the  customary  fate 
of  new  truths  to  begin  as 
heresies  and  to  end  as 
superstitions. 
Thomas  H.  Huxley 


The  man  with  a  new  idea 
is  a  crank  until  the 
idea  succeeds. 
Mark  Twain 


Of  the  fallaciousness  of 
hope,  and  the  uncertainty 
of  schemes  every  day  gives 
some  new  proof,  but  it  is 
seldom  heeded  till  something 
rather  felt  than  seen  awakens 
attention. 
Samuel  Johnson 


Ideas  pull  the  trigger,  but 
instinct  loads  the  gun. 
Don  Marquis 
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ist  hunters  is  more  than  a  matter  of 
pride.  It's  a  family  tradition.  Like ' 
father,  like  son,  like  gi  -andson.  The  V  ' 
good  things  in  life  stay  that  way. 

<Dewar's  5 

White  LabeL 


never  varies. 


ML 


Authentic. 

The  Dowar  Highlander 


BLENDEO  SCOTCH  WHISKY  ■  86.8  PROOF  ■  <•  1982  SCHENLEY  IMPORTS  CO..  N.Y.,  N.Y. 


Grand  Touring.  What  does  it  mean? 

In  the  new  1983  Toyota 
Cressida,  Grand  Touring  means 
Grand  Performance.  With  an  amaz- 
ing new  2.8  liter  Twin  Cam  engine 
that  does  to  smoothness  and 
quietness  of  ride,  what  Michelan- 
gelo did  to  a  ceiling.  Add  that  to 
Cressida's  new  independent  rear 
suspension,  with  coil  springs  and 
stabilizer  bar,  and  its  new  elec- 
tronically controlled  4-speed 
automatic  overdrive  transmission 
and  you  start  to  see  how  grand  a 


driving  experience  can  be. 

Cressida's  Grand  Touring  also 
means  Grand  Luxury.  From  the 
look  of  luxury  outside  —  dashing, 
elegant,  refined  —  to  the  feel  of  lux- 
ury inside  —  power  windows  and 
door  locks.  Automatic  tempera- 
ture control  air  conditioning.  Varia- 
ble assist  power  steering.  Cruise 
control.  AM/FM/MPX  stereo  re- 
ceiver with  four  speakers.  And  a 
driver's  seat  that  adjusts  to  your 
body  in  four  distinct  ways. 

What  else  does  Grand 


OH  WHATA  Ft 


louring  mean 

In  the  new  Cressida,  it  re 
resents  a  feeling  you  get,  while 
touring  town  or  country.  A  feeling 
based  on  uncompromised  per- 
formance. And  spirited  drive.  Iff 
the  image  of  the  car  you've  chos 
And  of  yourself. 

Dashing. 
BUCKLE  UP— IT'S  A  GOOD  FEEU 


CRESSIDA  MOVES  PROUDLY 
INTO  THE  GRAND  TOURING  CLASS 


November  8, 1982  >LLARS  AND  FIFTY  CENTS 
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ALL  OVER  THE  WORLD 
PEOPLE  HAVE  ONE  THING  IN  COMMON 
THEY  STARTTHE  EVENING  WITH  RED. 


JOHNNIE  WALKER5  RED 

SO  SMOOTH.  IT'S  THE  WORLD'S  BEST  SELLING  SCOTCH. 


'AVIS  RENTS  THE  WORLD'S  LARGEST 
CADILLAC  FLEET  AT  CUTLASS  PRICES. 
AND  NOW  YOU  CAN  RESERVE  YOURS." 


David  Mahoney,  Chairman  of  Avis. 


Avis  features  GM  cars. 
Cadillac  Sedan  de  Ville. 


When  Avis  first  offered 
Cadillacs  at  Cutlass  prices,  our 
supply  was  limited.  So  we 
made  them  available  on  a  first- 
come,  first-served  basis  only. 
Now  we've  gone  out  and  doubled  our  fleet  of 
Cadillac  De  Villes,  giving  Avis  the  largest 
Cadillac  rent  a  car  fleet  in  the  world! 

As  a  result,  you  can  now  request  a  Cadillac 
when  you  want  it,  where  you  want  it.  Because 
at  selected  major  locations,  Avis  now  accepts 
reservations  for  its  Cadillacs  at  the  same  rate 
we  charge  for  our  four-door  sedans  like  the 


©  1982  Avis  Rent  A  Car  System,  Inc  Avis« 

Oldsmobile  Cutlass.  And  there's  no  mileage 
charge  at  Avis,  not  even  on  our  Cadillacs! 

So  if  you  want  to  enjoy  Cadillac  comfort 
without  paying  Cadillac  prices,  call  Avis  at 
800-331-1212  or  contact  your  travel  consultant 
and  reserve  your  De  Ville  today.  After  all,  why 
stop  traveling  first  class  just  because  your 
plane  has  landed? 

Cadillacs  at  Cutlass  prices.  Another  way 
that. . . 


TRYING  HARDER  MAKES 
AVIS  SECOND  TO  NONE. 


AVIS 


We  care  about  you,  so  whenever  you  drive,  care  about  yourself.  Please  fasten  your  seat  belt. 


Car  must  be  returned  to  renting  location.  Offer  effective  October  11, 1982  through  March  31, 1983.  Available  at  selected  major  locations  excluding  New  YorK  City 
and  Los  Angeles.  Special  offer  not  applicable  to  corporate  contract  rates  or  other  special  promotional  rates.  Corporate  contract  rate  customers,  £sk  for 
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The  Number  One  Name 

In  Dictation 


Presents  The  "Dictaphone" 
i  Of  Word  Processors. 


[  ie  first  word 
ocessor  that 
nderstands" 
mmands  put  to  it 
:  simple  English, 
id  responds. 

;  laphone  has  long  been  at  the 
::;front  of  office  productivity. 
Ij.v  we're  about  to  outdo  even 
rselves. 

The  Dictaphone  System 
DO  is  everything  you  could 
j;  for  in  a  word  processor, 
id  some  things  you  probably 
rer  considered  possible. 

raight  Talk. 
it  mumbo  jumbo. 

inputer  language  Greek  to 
i?  It  is  to  a  lot  of  people.  So 
laphone  lets  you  give  your  word 
■cessor  instructions  in  plain 
:iple  English,  through  its  exclu- 
I;  Straight  Talk  program. 

You  can,  for  instance,  ask 
!  the  names  of  all  customers 
ose  balance  is  greater  than 
i  000  by  simply  typing,  "Show 
i  the  customers  whose  bal- 
:es  are  greater  than  $2,000." 
is  System  6000  will  oblige, 
ler  word  processors  would 
;t  stare  at  you. 

j  a  stand-alone  word 
ncessor  that's  also  part  of  an 
:omated  office  system. 

e  Dictaphone  Integrated  Office 
utem,  to  be  specific.  You  start 
h  the  basic,  extraordinary 
|rd  processor,  move  to  a  hard 
k  cluster  system,  even  tie 
'o  Dictaphone  Omninet®,  a 
ial  area  network  that  lets  you 
nmunicate  and  share  infor- 
i  tion,  not  only  with  other  word 
lessors,  but  other  office  equip- 
nt  as  well.  Even  the  leading 
inds  of  personal  computers. 


The  final  touch  is  the 
Dictaphone  Personal  Touch 
training. 

i   Dictaphone  has  nearly  100 
m.    Marketing  Support  Represen- 
ts   tatives  nationwide,  trained  to 
■    give  you  hands-on  instruc- 
Jl  tion,  expert  installation 
A   and  application-oriented 
follow-up.  We  even  do  a 
90-Day  Productivity  Audit 
to  see  that  you're  getting 
all  you  can  out  of  your 
System  6000. 

It's  all  part  of  what  has 
made  the  Dictaphone  name 
first  in  the  office  for  so 
many  years. 

See  the  System  6000, 
the  "Dictaphone" of 
word  processors,  in  a 
free  demonstration. 

HI  Dictaphone 

A  Pitney  Bowes  Company 


It  doesn't  forget  its  main 
purpose  in  life. 

The  Dictaphone  System  6000 
excels  in  the  business  of  text  edit- 
ing, formatting  and  documenta- 
tion. (It's  also  a  records  processor 
powerful  enough  to  make  you 
think  it's  a  data  processor,  but 
that's  gravy. ) 

Not  only  does  it  let  you  change 
words  and  sentences,  its  exclu- 
sive Footnoter  feature  'floats'  foot- 
notes over  to  their  correct  page. 
DictaSpell  checks  and  corrects 
spelling.  And  SideStep,  another 
Dictaphone  exclusive,  lets  your 
more  experienced  people  skip 
unnecessary  steps.  The  work 
never  went  so  fast. 


I  1 

lb  see  the  "Dictaphone"  of 
word  processors,  complete 
this  coupon.  Or  call  toll-free: 

1-800-431-1052 

(Except  Hawaii  and  Alaska) 
In  New  York  call  1-914-967-6067 


Name . 
Title  _ 


. Phone . 


Company 
Address  _ 

City  

State   

Zip  


Mail  to:  Dictaphone  Corporation 
120  Old  Post  Road. 
Rye,  New  York  10580 

WF-1 1  2  ©  1982.  Dictaphone  Corp. 


iphone.  Straight  Talk.  Footnoter.  DictaSpell.  SideStep  and  Personal  Touch  are  trademarks  of  the  Dictaphone  Corporation,  Rye.  N  Y.  Omninet  Is  a  registered  trademark  of 
us  Systems.  Inc.  This  product  contains  software,  portions  of  which  were  developed  under  license  from  Symantec. 
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155  Cover  Story: 

Bank  Of  America 
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178  Companies: 
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Charlie  Gates  may  sound  a  little  corny,  but 
there's  nothing  unsophisticated  about  the 
way  he  runs  his  company. 
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You  can't  keep  a  good  company  down 

Shell-shocked  from  reading  about  plant  closings,  bankruptcies  anc 
reduced  dividends?  Have  you  begun  to  despair  of  the  future  of  Ameri 
can  industry?  Then  consider  this  year's  Forbes  Up  &  Comers  list,  oui 
honor  roll  of  emerging  growth  companies.  To  qualify,  a  smallisr 
company  must  meet  stringent  requirements:  an  average  return  01 
equity  of  at  least  15%  over  five  years;  a  minimum  growth  rate  ii 
earnings  per  share  of  15%;  and  a  balance  sheet  wherein  debt  does  no 
exceed  50%  of  capital.  We  lost  a  few  companies  from  last  year's  lis 
because  they  failed  to  qualify  this  year  on  one  or  more  qualitativi 
measurements.  No  surprise  there.  It  has  been  a  rough  year.  But  here': 
the  good  news:  In  spite  of  the  recession,  no  fewer  than  150  new  Up  & 
Comers  moved  up  to  take  their  places.  There  may  be  a  good  deal  o 
sickness  in  American  industry,  but  there's  clearly  a  lot  of  dynamisn 
as  well.  For  the  list  and  for  the  lessons  to  be  drawn  from  it,  turn  t< 
page  126. 

BankAmerica:  What's  wrong? 

Citicorp:  nine  months'  earnings  up 
63%.  Bank  of  America:  nine  months' 
earnings  down  6%.  Why  do  the  na- 
tion's two  largest  banks  show  such 
divergence  in  results  this  year? 
Much  more  than  the  recession  is 
involved.  BankAmerica  is  suffering 
from  structural  problems  that  pre- 
date the  recession  and  promise  to 
outlast  it.  Our  West  Coast  Bureau 
Manager  John  Merwin  explains  how 
the  giant  bank's  energetic  new  presi- 
dent is  working  these  problems  out. 
You  don't  turn  on  a  dime  when  you    John  Merwin 

are  running  SI 21  billion  in  assets,   

but  at  43  Sam  Armacost  has  both  the  youth  and  the  drive  to  see  th 
job  through.  "The  logical  leader"  begins  on  page  155. 

Is  Vince  Lombardi  revolving  in  his  grave? 

If  you're  one  of  those  millions  of  people  who  haven't  yet  fully  graspei 
how  computers  are  changing  the  world,  I  highly  recommend  th 
article  "Plugged-in  pigskin."  Professional  football  coaches  are  nov 
using  computers  to  run  their  plays.  However,  keep  this  significan 
fact  in  mind:  The  computer  isn't  replacing  the  human  coach;  it's  jus 
making  him  more  effective.  By  Stephen  Kindel,  on  page  39. 

Euphoria  revisited 

For  decades  now,  every  time  the  stock  market  seemed  to  be  collaps 
ing,  businessmen  from  outside  New  York  told  Forbes:  "I  don' 
understand  the  market;  from  where  I  sit  this  isn't  the  end  of  th 
world."  And  it  hasn't  been.  Now,  with  the  market  on  a  bull  rampage 
many  of  the  same  businessmen  are  saying:  "I  don't  understand  th 
market;  from  where  I  sit  things  look  awful."  It's  an  old  story,  endless 
ly  repeated:  The  stock  market  periodically  goes  to  emotional  ex 
tremes.  "Streetwalker"  thinks  this  is  happening  right  now,  and  so  di 
columnists  Srully  Blotnick  and  Ashby  Bladen.  Pages  252,  264  and  270 
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Nationwide  Taste  Tests  Prove  It. 


Over  10,000  drinkers  across  the 
country  have  compared  the  taste  of 

T  n~*^A  \\7i~A 


And  they  chose  the  mild,  smooth 
taste  of  Windsor  over  V.O.— 57%  to  43%. 

If  you're  a  Windsor  drinker,  that  will 
come  as  no  surprise.  But  if  you're  not,  try 
the  taste  of  Windsor  and  find  out  for  your- 
self why  it's  the  Canadian  that  stands  alone. 

You  can't  beat  the  taste  of  Windsor. 
And  you  certainly  can't  beat  the  price. 


There 
the  cm 
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The  state  o 


GAB  is  the  one  company  that  really  combines  man 
machine  to  keep  insurance  costs  down. 

We  have  the  ability  to  manage  claims  anywhere  in  t 
and  we  can  do  it  with  remarkable  speed  and  efficiency. 

The  key  is  our  network  of  3,400  highly  trained  adjus 
and  supervisors  in  650  nationwide  offices,  plus  28  strateg 
located  claims  processing  centers  around  the  country. 

This  network  can  help  you  manage  claims  and  losse 
cost-effectively,  whether  you're  insured  by  outside  compar 
self-insured.  And  whether  you're  administering  casualty  ins 
auto  fleet,  workers'  compensation  or  employee  benefits. 

How  do  we  help?  With  an  on-line  system  that  featur 
most  up-to-date  computer  technology  available  for  claims 
agement.  Input  comes  through  the  28  centers  and  is  direc 
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le  art  is  CAB 

d  (no  batch  processing)  into  a  central  data  storage  com- 
bata  developed  by  GAB's  field  adjusters  is  constantly  fed 
I  system  to  keep  risk  managers  up-to-date  on  every 
!"he  reporting  system  generates  reports  that 
|>u  to  opportunities  for  cost  containment. 

Quite  frankly,  no  other  claims  management 
i  ny  has  the  unique  people-computer  pairing 
^effectively  controls  your  costs. 

Which  is  why  our  claims  management  service  is 
lence  of  state  of  the  art. 

For  more  information,  write  Paul  Dougherty, 
iVP,  Claims  Management  Division,  GAB 

liam  Street,  New  York,  NY  10038. 
Iiim  at  (212)306-8390. 

state  of  the  art  of  claims  management.  GAD 
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Edited  by  John  A.  Conway 


The  wild  blue  yonder 

With  privately  owned  satellites  al- 
ready commonplace,  other  commer- 
cial ventures  into  outer  space  are  be- 
ginning to  appear.  Fairchild  Space  &. 
Electronics  says  it  is  thinking  of 
building  small  space  stations  for  com- 
mercial customers,  NASA  and  the 
Defense  Department.  Fairchild  is 
studying  designs  and  might  have  its 
first  base  aloft  by  1986.  The  company 
would  build  and  operate  the  stations 
(which  a  NASA  official  estimates 
would  cost  less  than  $100  million 
apiece),  while  NASA  would  launch 


Space  Services'  test  rocket 
Private  enterprise  in  space. 

and  service  them  with  space  shuttles. 
Houston's  Space  Services  Inc.  has 
tested  a  rocket  of  its  own  and  is  think- 
ing of  going  into  the  satellite  launch- 
ing business,  while  Space  Transporta- 
tion Co.  of  Princeton,  N.J.  wants  to 
build  its  own  space  shuttle  for  use 
hauling  satellites  into  orbit. 

Preventing  another 
Tylenol 

Everyone  wants  to  protect  the  public 
from  another  incident  like  that 
caused  by  those  cyanide-laced  Ty- 
lenol capsules,  and  suggestions  for 
sealing  drug  bottles  and  capsules 
abound.  The  Proprietary  Association, 
which  represents  manufacturers  of 
over-the-counter  medicines,  last 
month  proposed  1 1  methods.  The 
Food  &.  Drug  Administration  says  it 
will  issue  regulations  requiring 
tamper-resistant  sealing  this  month. 
The  job  sounds  simple  but  may  not 
prove  so.  The  problem  is  that  no  one 
knows  how  many  containers  are  now 
sealed  or  will  have  to  be  sealed.  About 
all  anyone  knows  is  that  the  industry 
sells  at  least  1.2  billion  containers  a 


year,  worth  about  $6.1  billion.  An 
FDA' official  replied  "Heavens,  no!" 
when  asked  if  he  knew  how  many 
packages  were  now  sealed,  adding 
that  the  FDA  doesn't  know  the  exact 
number  of  containers  sold.  The  Pro- 
prietary Association  didn't  know  ei- 
ther. Nor  did  the  market  researchers. 
IMS  International,  the  ranking  firm, 
concentrates  on  prescription  prod- 
ucts. A.C.  Nielsen,  the  ratings  firm, 
does  study  proprietary  drugs  but  says 
no  client  has  asked  for  a  survey  on 
total  unit  volume  or  sealed  contain- 
ers. Nor  docs  the  FDA  seem  too  exer- 
cised. "Seals  on  bottles  are  only  one 
way  of  making  drugs  safer,"  its 
spokesman  said.  So  how  to  seal  how 
many  remains  a  question.  Manufac- 
turers will  have  to  answer  it  no  later 
than  February,  when  the  FDA's  new 
rule  goes  into  effect. 

The  feminine  market 

Nothing  can  kill  an  item's  sales  faster 
than  product-related  consumer  health 
problems.  After  the  mysterious  toxic 
shock  syndrome  hit  the  headlines  in 
1980  and  Procter  &  Gamble  withdrew 
its  Rely  tampons  from  the  market, 
tampon  makers  lost  some  20%  of  the 
$1  billion  feminine  protection  mar- 
ket, even  though  it  was  not  proven 
that  tampons  were  related  to  the  dis- 
ease. Since  then,  tampons  have  re- 
gained some  ground,  but  hold  less 
than  50%  of  the  giant  market  and 
about  5%  less  than  they  did  before. 
Now  vying  for  top  billing  are  the  mak- 
ers of  various  sanitary  pads,  which, 
before  1980,  were  the  lackluster  items 
in  feminine  protection.  Manufactur- 
ers like  Johnson  &  Johnson  and  Kim- 
berly-Clark are  advertising  sanitary 
pads  heavily.  The  latest  introduction 
in  the  market  is  the  thin,  highly  absor- 
bent pad.  Says  Edwin  H.  Shutt,  presi- 
dent of  Tampax  Inc.,  the  predominant 
tampon  maker,  thin  pads  are  "having  a 
negative  effect  on  the  tampon's 
share."  So  negative  that  even  Tampax 
has  entered  the  fray.  For  years  the 
company  marketed  only  tampons,  but 
it  has  now  introduced  Maxithms  to 
compete  with  other  pads. 

Out  of  the  airline  maze 

A  way  may  be  coming  to  give  the 
airline  passenger  a  more  sporting 
chance  of  finding  out  which  carrier 
flies  where,  when  and  at  what  price. 
Deregulation,  which  boosted  compe- 
tition but  created  chaos,  has  made 
this  a  humongous  job,  with  airlines 


making  125,000  schedule  changes  and 
1  million  fare  changes  each  month.  So 
it  is  increasingly  important  to  keep 
travel  agents  "loyal,"  which  to  an  air- 
line means  putting  its  flights  ahead  of 
a  rival's.  A  prime  tool  for  this  has 
been  the  computer  reservations  sys- 
tems that  lines  lease  to  agents  (like 
American's  Sabre  and  United's  Apol- 
lo), which  are  programmed  to  make  it 
harder  to  call  up  a  competitor's  data 
on  the  green  screen.  Now  the  Official 
Airline  Guide,  the  industry  bible,  has 
what  could  be  a  way  out.  The  guide,  a 
mammoth  listing  of  all  flights  and 
fares,  now  needs  two  weeks  to  update 
its  $147,  24-times-a-year  publication. 
If  all  goes  according  to  plan,  next  year 
the  OAG  should  be  available  elec- 
tronically via  telephone  on  one  of  the 
videotext  systems,  for  corporate  trav- 
el departments  as  well  as  agents.  The 
OAG  says  it  will  not  offer  the  new 
system  as  a  reservations  service,  but  it 
is  easy  to  see  how  it  could  become  one 
as  the  airlines  get  more  involved  in 
keeping  travel  agents  "loyal." 

The  auto  horizon 

When  Honda  rolls  its  first  test  models 
off  its  Ohio  assembly  line  this  No- 
vember, a  dramatic  change  could  be 
under  way  for  the  U.S.  automobile 
industry.  After  World  War  II,  ten  com- 
panies were  making  cars — General 
Motors,  Ford,  Chrysler,  Hudson, 
Nash,  Kaiser,  Studebaker,  Packard, 
Willys  and  Crosley.  Four  are  left.  Now 
Honda  is  starting  (it  hopes  to  be  mak- 
ing 200  four-door  Accords  a  day  by 
next  April),  Volkswagen  is  already 
here,  Nissan  is  abuilding  and  Toyota 
and  GM  are  talking.  In  a  year  or  two, 
the  number  of  U.S.  producers  could  be 
back  up  to  eight. 

Fastest  with  the  mostest 

Not  content  with  its  controversial  ad 
campaign  claiming  that  its  burgers 
top  them  all,  Burger  King  has  stolen  a 
march  into  a  new,  natural  market  by 
opening  one  of  its  fast-food  layouts  at 
the  Pearl  Harbor  naval  base  in  Hono- 
lulu. The  first  invasion  of  a  military 
base,  Burger  King's  move  is  a  sign  that 
the  armed  forces  are  "just  discover- 
ing" the  joys  of  fast  food,  according  to 
Tim  Johnson,  director  of  institutional 
development  for  the  Pillsbury  subsid- 
iary. The  new  Burger  King  (also  next 
door  to  Hickam  Field  and  its  hungry 
airmen)  was  built  by  the  Navy  and 
leased  to  the  franchisers,  who  run  12 
other  Burger  Kings  in  the  islands.  Ac- 
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Finally, 
a  copier  that  gives  you 
an  original. 


When  you  get  a  Ricoh  6200FRS,  or  any  other  Ricoh 
copier,  you  get  something  you  don't  expect  from  a 
copier:  an  original.  The  original  Ricoh  Quality 
Assurance  Plan.™ 

But  then,  what  else  would  you  expect  from  the 
world's  largest  maker  of  copiers? 

Here's  what's  in  the  Plan  for  you.  For  one  thing, 
continuous  quality  control. 


h 


At  Ricoh,  quality  con- 
{.  trol  doesn't  mean 
|i  weeding  out  mistakes. 

|j[t  means  making  sure 
jthey  don't  happen. 
Our  quality  control 
egins  before  a  copier  is 
even  designed  and 
continues  through  every 
istep  of  manufacturing. 
Each  employee  is 
iresponsible  for  making 
^sure  every  job  done 
imeets  or  surpasses 
-licoh's  high  standards. 

And  our  concern  for 
quality  doesn't  end  when 

new  copier  leaves  the 
factory.  Before  a  model  is 
put  on  the  market,  it's 


■  ^ 


jtfCOH  QUALITY  ^^^^^ 

.  A^d-w™gVuai  c-5j5ance  plan 

rontrol  system  begins  in 

every  step  of  manu£actu^e  des;   •  KiCoh>s  continuous  qliabty 
^nsive  Consumer  -  *"*  «*  continues  through 

'  observation  program,  each  ^n.  Itl 

tomers  in  real  offiCes  A^del  j* 'War  Pre-Marketing 

.  Conti»uousMoniU^  ^S^>^ 
keeps  a  diary  of  every  Pa^  fiCoh>s  st  „ 

.  ServiceSupportS^  ^ 

m  dealer  is  backed  with  one  ofV  ****  , 
sUPport  programs  m  the  bu^st^^ ed  ^     ^  ,j| 


used  and  evaluated  by  actual  customers  in  real  offices. 

And  when  it  finally  reaches  you,  each  copier  is 
backed  by  one  of  the  most  extensive  dealer  service 
support  systems  in  the  business.  So  you  don't  have  to 
worry  about  service. 

But  the  Ricoh  Quality  Assurance  Plan  isn't  the  only 
outstanding  feature  of  the  6200  Series. 

You  also  get  unexcelled 
copy  quality,  a  first-copy 
speed  of  only  5  seconds 
and  up  to  30  copies  a 
minute  after  that. 

You  can  add  reduction, 
a  semi-automatic  docu- 
ment feeder  and  a  10-bin 
sorter,  so  you'll  have 
exactly  the  kind  of  copier 
you  need. 


For  more  about  Ricoh 
copiers  and  the 
original  Ricoh  Quality 
Assurance  Plan,  write  to 
Ricoh  of  America, 
20  Gloria  Lane,  Fairfield, 
N.J.  07006,  or  call 
800-526-5368;  in  New  Jersey, 
201-797-7809. 


Introducing 
the  Ricoh  Quality  Assurance  Plan. 


The 
Ricoh  6200FRS 
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cording  to  the  Navy,  all  the  major 
chains  in  Hawaii  were  interested  in 
coming  to  Pearl,  but  Burger  King  got 
the  nod.  (Any  future  deals  will  be  de- 
cided base  by  base.)  For  Johnson,  the 
new  location  represents  an  opening 
into  the  huge  GI  market,  where  food 
sales  at  the  667  American  PXs  and 
commissaries  reached  $308  million 
last  year.  Looking  ahead  to  the  day 
when  the  chow  line  will  go  the  way  of 
the  horse  and  the  Sam  Browne  belt,  he 
says:  "After  all,  most  of  today's  re- 
cruits grew  up  eating  fast  food." 

Grief  on  the  air  lanes 

One  of  the  most  anxious  sideline 
mourners  as  the  pro  football  strike 
dragged  on  was  United  Air  Lines, 
which  flies  15  of  the  28  NFL  clubs  to 
and  from  their  weekly  gridiron  stints. 
Four  lost  weekends  meant  that  Unit- 
ed had  already  done  without  21 
round-trip  charters,  an  important  fac- 
tor in  offsetting  traditionally  light 
end-of-the-week  travel.  If  the  strike 
wiped  out  the  season,  it  would  cost 
the  big  airline  79  round  trips  and  a 
one-way  deal  (the  latter  a  split  run, 
with  Ozark,  for  the  St.  Louis  Cardi- 
nals). "We  don't  even  want  to  think 
they're  not  going  to  have  an  NFL  sea- 
son," says  a  United  spokesman.  No 
wonder.  A  single  coast-to-coast 
charter  can  mean  $100,000. 

Ford's  big  pitch 

With  its  market  share  registering  its 
first  gain  in  five  years  (it  fell  from 
23.6%  in  1978  to  16.6%  in  1981, 
inched  back  to  17%  this  year),  and  $3 
billion  worth  of  new  products  to  push, 
Ford's  management  is  overlooking  no 
bets.  Besides  flying  100  executives  to 
126  cities  in  40  states  to  plug  its  new 
line,  the  company  added  a  homey 
touch  by  using  40  assembly-line 
workers  from  20  plants  to  help  with 
the  pitch.  The  workers  (who  included 
a  United  Auto  Workers  vice  president) 
were  picked  from  Ford's  new  worker 
committees.  They  deliver  pep  talks  on 
what  has  been  done  to  improve  qual- 
ity at  the  manufacturing  level. 

The  energy  map 

The  long-standing  variances  in  energy 
costs  among  the  different  geographic 
regions  of  the  U.S.  is  an  old  story,  but 
in  the  past  ten  years,  according  to  a 
new  study,  the  differences  have  be- 
come far  more  extreme.  In  1970  a 
New  England  homeowner  paid  an  av- 


erage of  $386  for  energy,  47%  more 
than  the  $263  spent  by  a  homeowner 
in  the  West.  By  1980,  however,  ac- 
cording to  a  report  by  the  Washington, 
D.G.-based  Northeast-Midwest  Coali- 
tion, the  New  Englander  was  paying 
$1,325,  or  96%  more  than  the  happy 
household  in  the  West.  Federal  energy 
policies  have  pumped  funds  into  pe- 
troleum-use incentives  and  subsidies, 
the  study  charges,  but  have  ignored 
potential  improvements  in  energy  ef- 


The  energy  bill 
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ficiency  and  renewable  resources  in 
cities.  The  government,  says  Diane 
DeVaul,  author  of  the  report,  has  also 
ignored  the  adverse  effects  of  expen- 
sive electric  power  in  the  Northeast 
and  Midwest,  where  extreme  weather 
conditions  and  older  buildings  have 
exacerbated  the  problem. 

The  shrinking  campus 

The  conventional  wisdom  about  col- 
lege enrollments — that  women,  mi- 
norities and  older  students  will  offset 
the  declines  in  18-to-20-year-olds — 
gets  short  shrift  from  economist  Da- 
vid Breneman  in  a  report  for  the  Asso- 
ciation of  Governing  Boards  of  Uni- 
versities &  Colleges.  A  recent  survey 
of  college  presidents,  Breneman  not- 
ed, showed  that  only  16%  thought 
their  enrollment  would  drop,  42%  ex- 
pected continued  growth  and  the  rest 
guessed  things  would  hold  steady.  In- 
stead, Breneman  says,  college  rosters 
could  drop  15%  by  the  mid-1990s  and 
as  much  as  25%  in  some  schools.  Pri- 
vate liberal  arts  colleges,  regional 
state  universities  and  private  two- 
year  colleges  will  be  especially  hard 


hit,  with  schools  in  the  Northeast 
taking  the  worst  beating.  "The  prob- 
lems are  real,"  Breneman  says, 
"they're  going  to  get  worse,  and  the 
declines  are  not  going  to  be  equally 
distributed." 


No  union  need  apply 

High-tech  electronics  so  far  looks  like 
barren  ground  for  union  organizers. 
Out  of  37  elections  held  over  the  past 
five  years  at  738  computer,  semicon- 
ductor, software  and  telecommunica- 
tions firms,  unions  won  only  7,  ac- 
cording to  the  American  Electronics 
Association,  which  represents  2,000 
companies.  (Sixty-nine  of  those  sur- 
veyed already  had  labor  contracts.) 
Why  have  the  unions  failed?  "I  think 
it's  because  the  managements  of  elec- 
tronics companies  are  as  innovative 
in  the  human  resources  area  as  they 
are  with  their  facilities  and  products," 
says  PvOger  Brown,  an  electronics  ex- 
ecutive who  is  a  member  of  the  AEA 
survey  committee.  "Management 
pays  a  lot  of  attention  to  people."  Wil- 
liam Roehl,  the  AFL-CIO's  assistant 
director  of  organizing,  sees  it  in  an- 
other light.  "Part  of  the  poor  show- 
ing," he  says,  "is  due  to  what  I  consid- 
er almost  immoral  antiunion  tactics 
on  the  part  of  these  companies.  Gen- 
erally, in  two-thirds  of  the  elections, 
there  are  labor-management  consul- 
tants whose  stated  objective  is  to  have 
a  union-free  environment."  Labor 
hasn't  conducted  as  many  campaigns 
in  electronics  as  in  other  industries, 
Roehl  admits,  then  adds:  "We  do  plan 
to  organize  more  in  that  area." 

The  boss1  wheels 

Recession  or  no,  the  chief  executives 
of  small  companies  ($250,000  to  $30 
million  in  sales)  are  rewarding  them- 
selves with  expensive  company 
cars — and  not  just  run-of-the-mill 
models.  Out  of  360  firms  surveyed  by 
Growth  Resources,  a  Boston  consult- 
ing group,  90%  had  their  CEOs  riding 
in  luxury  cars  costing  an  average  of 
$15,000.  A  third  were  driving  imports 
(mostly  from  Germany,  Italy  and 
Great  Britain);  the  rest  were  making 
do  with  U.S. -built  Cadillacs  and  Lin- 
colns.  Some  of  the  cars  are  so  expen- 
sive that  the  ratio  of  executive  earn- 
ings to  the  sticker  price  is  about  3-to- 
1,  but  even  so,  says  Richard  Bronstein, 
president  of  Growth  Resources,  "It 
may  cost  less  to  compensate  yourself 
with  a  tax-free  perk  than  to  give  your- 
self a  raise.  Cars  are  one  thing  in  to- 
day's economy  that  people  don't  want 
to  give  up." 
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At  Kidder,  Peabody, 
the  first  team 
is  a  double  team. 


CoDvngnn982KKWer Peabody  &  Co  Incorporated.  Membo  StPC 


Kidder;  Peabody 
thinks  twice. 


You  like  the  idea  of  getting  tax-free 
income  through  municipal  bonds. 
But  your  knowledge  of  the  subject 
is  limited,  and  you  need  someone 
to  help  you  think  it  through. 

That  someone  should  be 
Kidder,  Peabody. 

Because  at  Kidder,  Peabody, 
our  customers  get  expert  thinking 
from  not  just  one,  but  two  sources. 

First,  from  your  Kidder,  Peabody 
stockbroker,  a  dedicated  pro- 
fessional like  DeWitt  Alexandre. 
DeWitt,  like  every  Kidder,  Peabody 
broker,  has  ready  access  to  the 
current  information  on  practically 
all  municipal  issues  being  offered. 


In  fact,  with  the  firm's  unique 
electronic  retrieval  system  of  over 
500  pages  of  municipal  informa- 
tion, Kidder,  Peabody  has  the 
most  municipal  information 
available  in  the  industry. 

Then,  there's  Peter  Cooper, 
a  Kidder,  Peabody  municipal 
strategy  specialist.  Peter  can 
discuss  municipals  in  depth,  to 
provide  customers  with  extra 
detail  and  interpretation  on  what- 
ever bonds  are  under  consid- 
eration. Not  just  on  national  bond 
issues,  but  on  local  offerings  too, 
since  he's  in  close  touch  with  our 
13  regional,  municipal  under- 


writing and  trading  centers. 

Over  the  years,  this  ability  to 
double-team  investors'  needs,  to 
assess  and  interpret,  has  helped 
us  become  an  acknowledged 
leader  and  innovator  in  the  tax- 
exempt,  municipal  bond  arena. 

Thinking  and  re-thinking. 

We  think  it's  a  most  responsible 
way  of  doing  business. 

It's  the  way  we'd  like  to  do 
business  with  you. 

■■■  Kidder,  Peabody 

I  &  CO*  INCORPORATED 
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Follow-Through 


Executive  Demand 
Still  Soft 


All-time  Low 
in  Prospect 

With  the  3rd  quarter  AY/ERC 
Executive  Demand  Index  registering  a 
14%  drop  vs.  a  year  ago,  and  following 
weak  1st  and  2nd  quarters,  the  1982 
annual  index  is  now  forecast  at  93, 
which  would  be  the  lowest  in  the  5 
years  of  AY/ERC  measurement,  and 
is  an  indication  of  the  continuing 
weakness  in  the  economy. 

A  copy  of  the  complete  report  is 
available  on  request. 

EXECUTIVE  RESOURCE 
CONSULTANTS 

277  Park  Ave.,  New  York,  NY  10172 

ADVISORS  ON  EXECUTIVE  RECRUITMENT 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $33  □  3  years  $66 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  1  year  $44,  3  years  $92.  Or- 
ders for  other  countries  add  $18  a  year. 

Subscription  Sen  ice  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N.Y.  10011 


ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


Name  ( please  print ) 


New  Address: 


City 


State 


Zip 


Date  of  Address  Change 


F3820 


When  the  bulls  came  home 

Last  spring,  Dean  Witter  Reynolds' 
chairman,  Robert  Gardiner,  and  his 
headquarters  staff  climbed  out  on 
Wall  Street's  longest — and  shakiest — 
limb  to  predict  a  major  bull  market 
(Forbes,  May  JO).  "Tomorrow's  bull 
market  belongs  to  the  first  ones  to  see 
it  today,"  the  Sears  subsidiary  trum- 
peted in  ads  across  the  country.  That 
very  day  the  Dow  Jones  skidded  al- 
most 1 1  points,  and  it  looked  like  a 
long  hot  summer.  By  mid-August, 
Dean  Witter  knew  just  how  hot,  as  the 
Dow  dropped  below  780.  (It  was  815 
when  the  campaign  started.)  Nonethe- 
less, Gardiner's  troops  ran  their  cheery 
ads  and  flogged  the  phantom  bulls. 

Since  August,  however,  Gardiner 
and  Dean  Witter  have  tasted  the  joy  of 
"we-told-you-so" — a  joy  that  became 
euphoric  as  the  Dow  skyrocketed  past 
the  1000  mark  in  mid-October. 

And  that  could  be  just  for  openers. 
Back  in  March,  Gardiner  and  his  co- 
horts jolted  their  dealers  with  confi- 
dent predictions  that  the  Dow  would 
climb  to  3000  within  the  decade. 


Prescription  for  profit 

Robert  L.  Green,  chairman  of  San  Fran- 
cisco-based Community  Psychiatric 
Centers,  had  only  one  worry,  and  one 
he  didn't  want  to  advertise,  when 
Forbes  talked  to  him  3  Vi  years  ago  (May 
14,  1979).  With  39  consecutive  quar- 
ters of  growth  behind  him  and  an  aver- 
age increase  of  more  than  30%  in  annu- 
al net  income,  Green  shied  away  from 
any  talk  about  unfriendly  takeovers. 
Community  Psychiatric's  board, 
Forbes  noted,  controlled  only  8.5%  of 
the  company's  stock,  and,  trading  at  a 
price/earnings  ratio  of  10,  it  was  a 
tempting  target  in  the  high  P/E,  acqui- 
sition-minded health  care  business. 

To  correct  that,  Green  tried  preven- 
tive medicine,  hitting  the  Wall  Street 
dog-and-pony  circuit  harder  than 
ever.  It  has  paid  off,  in  spades. 

Thirteen  quarters  later,  Communi- 
ty Psychiatric  is  still  independent 
and  minting  profits.  In  the  nine 
months  ended  in  August,  it  earned 
$13.7  million  on  revenues  of  $91  mil- 
lion, up  44%  from  last  year  and  186% 
from  the  comparable  period  in  1979. 
High  profits  and  a  higher  profile  on 
The  Street  have  propelled  Communi- 
ty Psychiatric's  stock  to  a  lofty  24 
times  earnings,  a  formidable  defense 
against  takeovers.  Institutions  own 
42%  of  the  stock,  making  it  a  Wall 
Street  pet.  "We've  sort  of  been  discov- 


ered," says  the  soft-spoken  Green. 

Green  still  runs  his  string  of  19  psy- 
chiatric hospitals,  averaging  about  90 
beds  each,  at  rates  well  below  the 
competition,  though  much  of  the 
competition  operates  nonprofit  and 
tax-free.  He  uses  economies  of  scale  in 
purchasing  and  management  and 
keeps  spending  decisions  in  his  man- 
agers' rather  than  doctors'  hands.  By 
1985  Green  hopes  to  add  700  beds— 
about  eight  hospitals — to  his  present 
total  of  1,650,  while  investing  some  of 
Community's  cash  flow  in  an  allied 
acquisition. 

His  real  love,  however,  is  tinkering 
with  Community's  investment  portfo- 
lio and  its  financing.  "This  is  my  world. 
Don't  ask  me  about  hospitals,"  cracks 
Green,  an  attorney,  CPA  and  the  son 
of  a  pediatrician.  In  the  last  several 


Robert  L  Green 

To  foil  a  takeover,  make  money. 

years,  Community  has  sold  two  issues 
of  callable  debentures  that  cost  Green 
only  5-5%  in  interest,  after  tax  deduc- 
tions, and  temporarily  invested  the 
funds  in  blue  chip  stocks  like  Exxon 
and  AT&T.  With  the  corporate  divi- 
dend tax  exclusion — 85%  is  tax-free — 
Green  earns  9.6%  on  the  dividends, 
after  taxes,  a  nice  spread  for  his  $32 
million  portfolio.  When  Communi- 
ty's stock  climbs  high  enough  on  the 
New  York  Stock  Exchange,  he  calls  in 
the  debentures,  either  paying  them  off 
or  converting  them  to  equity,  thus 
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WHY  BUY  A  BIG  NAME  TYPEWRITERTHAT 
BREAKS  DOWN  EVERY  SIX  MONTHS, 
WHEN  YOU  CAN  BUY  A  HERMES  ELECTRONIC 
I  AND  WAIT  FIVE  YEARS. 

The  true  test  of  a  typewriter  is  how 
long  it  runs  before  it  stops. 

In  endurance  tests  in  Switzerland, 
the  Hermes  electronic  51  typed  an 
incredible  5,000  hours  before  needing  an 
adjustment.  That's  equivalent  to  more 
than  five  years  of  average  office  use! 

Engineered  in  Switzerland,  each 
Hermes  typewriter  is  hand-assembled  by 
technicians  who  are  nothing  less  than 
fanatical  about  the  quality  that  goes  into 
a  Hermes.  (We've  been  making  quality 
typewriters  since  1922. ) 

For  example,  where  most  electronic 
typewriters  use  a  thin  cord  to  move  the 
printer,  Hermes  uses  a  half  inch  thick 
steel  rod.  This  prevents  vibration  and 
gives  you  exceptional,  clear,  sharp  print 
quality. 

And  each  Hermes  typewriter  goes 
through  no  less  than  15  quality  control 


Before  a  Hermes  electronic  typewriter  gets  to  your  office, 
it  goes  through  endurance  tests  by  robots. 


I'm  interested  in  a  Hermes 
electronic  typewriter.  Please  contact  me. 


ests.  Not  only  is  each  typewriter  tested,  each  component  is  tested. 

As  for  features,  we  offer  everything  the  big  name  electronics 
•ffer  and  more:  unlimited  and  upgradable  memory  models, 
|j -0  character  text-editing  display  screen,  proportional 
pacing,  etc.  And  exclusive  features  like  a 
teel  print  wheel,  mini-proportional  printing, 
nd  an  illuminated  writing  line.  (Even  with 
11  these  features,  you'll  be  pleased  at  how 
iompetitively  our  electronics  are  priced. ) 

We  offer  a  complete  line  of  easy  to  learn 
lectronic  typewriters  with  prices  and  features 

meet  every  need,  including  the  basic 
European  built  Hermes  21. 

So  if  you're  considering  a  new  typewriter, 
bok  beyond  the  big  names  and  consider  a  Hermes  electronic. 

After  all,  when  it  comes  to  typewriters,  the  question  isn't  only  what  it  can  do,  it's 
ow  long  it  can  do  it. 

HERMES 


Name 

Title 

Company 

Address 

City 

State 

Zip 

Send  to:  Hermes  Products,  Ir 

ic.  1900  Lower  Rd. 

Linden,  New  Jersey  07036 

The  only  typewriter  in  the  world 
built  with  Swiss  precision. 


©  1982  HERMES  PRODUCTS  INC. 
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!ith  a  Safety  Account,  you  play  it  safe. 
Sid  smart. 

isks  you  would  have  taken,  less  than  a  year 
p,  are  out  of  the  question  today.  Given  this 
te  of  affairs,  any  good  investment  counselor 
Muld  tell  you  to  hold  a  substantial  portion 
your  investment  portfolio  in  a  safe  place, 
hile  staying  liquid. 

We  think  Capital  Preservation  Fund  is  right 
v  such  an  investment.  Because  we've  made 
i  ety  our  first  priority.  That's  why  we  call 
fcry  one  of  our  accounts  a  Safety  Account. 

v^'re  the  only  money  market  fund  that 
t  nsistently  invests  directly  in  U.S. 
Jeasury  securities.  And  nothing  else. 

i  hat  does  that  mean  to  your  security?  Plenty. 
II  of  Capital  Preservation 
1 1  nd's  holdings  are 
|>:ked  by  the  direct  full 

th  and  credit  pledge  of 

:  U.S.  Treasury.  So?  If  the 

rst  happens,  the  Treasury 

1  have  to  honor  its  obli- 
|i  ions  to  the  fund.  By  law. 

That  pledge  doesn't  apply  to  less  secure 
!  vernment  securities  held  by  other  money 
i  rket  funds,  even  "government-only"  funds. 

i  >w  does  a  Safety  Account  work? 

here's  nothing  complicated  about  it.  You 
I  rest  a  minimum  of  $1,000.  The  fund,  in 
:  n,  invests  short-term  in  U.S.  Treasury  secu- 
es.  Exclusively.  You  don't  have  to  leave 
i  ir  money  in  for  a  set  period  of  time.  If 


you  need  it  or  want  to  move  it  around,  you 
can  simply  write  a  check,  without  penalty. 

Capital  Preservation  is  not  insured  by  the 
F.D.I.C.  But,  the  F.D.I.C.  holds  its  own 
reserves  in  the  same  kind  of  Treasury  secu- 
rities. Interesting. 

Gain  income  without  losing  sleep. 

While  you're  playing  it  safe  with  Capital 
Preservation  Fund,  you'll  be  enjoying  the  kind 
of  yield  that's  smart.  According  to  a  financial 
study  by  one  of  the  Big  Eight  accounting 
firms,  short-term  Treasury  securities  generally 
out-performed  stocks,  bonds  and  mutual 
funds  in  the  last  decade.  You  can  see  why 
we're  now  managing  more  than  150,000  Safety 
Accounts  with  over  $2  billion  in  assets. 

Invest  in  a  phone  call. 

Call  us  toll-free  at  800/4-SAFETY.  Or  send 
in  the  coupon  below.  We'll  be  glad  to  send  you 
a  free  prospectus  which  will  tell  you  all  about 
our  fund.  Including  charges  and  expenses.  Be 
sure  to  read  it  thoroughly  before  you  invest. 


CAPITAL 

PRESERVATION 

FUND 


MM  18 


□ 


Call  toll-free  from  all  Mainland  states  800/4-SAFETY.  From 
Alaska  and  Hawaii  call  800-848-0002.  Or  fill  out  this  coupon  and 
send  it  in.  755  Page  Mill  Road,  Palo  Alto,  CA  94304. 

Name  


Address. 

City  

State  


Zip. 


Why  a  new  phone  system  in  Stuttgart 
should  interest  investors  on  Wall  Street. 


In  the  German  cities  of 
Stuttgart  and  Heilbronn,  an  extraor- 
dinary new  telephone  system,  in 
operation  within  the  public  network, 
is  being  evaluated. 

It's  called  System  12™-and 
the  Deutsche  Bundespost,  the 
German  telephone  administration, 
is  looking  to  it  to  meet  their  needs 
far  into  the  future. 

Germany  is  the  latest  in  the  list 
of  countries  to  recognize  the 
advantages  of  System  12  (Belgium 
and  Mexico  have  trial  systems  in 
operation).  To  date,  over  2,250,000 
equivalent  lines  are  on  order  or 
installed  in  countries  around  the 
world. 

What  makes  System  12  so 
remarkable—  besides  the  fact  that 
it's  fully  digital— is  a  radical,  new 
design  called  fully  distributed  con- 
trol, that  allows  the  telephone  net- 
work to  grow  or  change  almost 
without  limit. 

This  unique  design  was  devel- 
oped by  a  brilliant  group  of  engi- 
neers from  nine  countries.  The  kind 
of  people  who  can  make  a  com- 
pany a  very  sound  investment. 

The  company  they  work  for? 
ITT.  International  telephone  and 
Telegraph  Corporation. 

At  ITT,  we're  investing  in 
the  future.  c 

What  are 
you  investing  in? 


mm 


*,  \ 

il  Telephon< 


i  Corporation.  320  Park  Avenue.  New  York.  New  York  10023 


FOOD  FOR 
THOUGHT. 


Follow-Through 

clearing  his  balance  sheet  for  another 
debenture  offering. 

Some  think  that  Green  has  been  too 
conservative  about  expansion,  while 
competitors  are  popping  up  all  over 
the  map.  "We're  interested  in  steady, 
orderly  growth,"  he  says,  declining 
footraces  into  new  markets.  While  he 
is  moving  so  carefully,  however,  big 
general  hospital  companies,  like  the 
$1.4  billion  National  Medical  Enter- 
prises, are  moving  into  psychiatric 
care,  prepared  to  carve  into  Commu- 
nity's profitable  territory.  So  is  he 
worried?  "No,"  Green  says.  "Since  we 
have  the  lowest  costs  by  far  and 
charge  the  least,  we'll  be  able  to  com- 
pete effectively." 

So  far,  so  good. 


The  Tennessee  juggernaut 

President  Jimmy  Carter  fought  it  for 
three  years  from  his  seat  of  power  in 
the  Oval  Office.  Congress  voted  to 
close  it  down.  But  the  Clinch  River 
breeder  reactor,  a  power  plant  de- 
signed to  generate  more  nuclear  fuel 
than  it  burned,  lived  on.  Two  years 
ago,  Forbes  (Oct.  /.->,  1980)  reported 
that  the  Department  of  Energy,  753 
utilities  and  149  other  private  compa- 
nies had  steadily  pushed  ahead  with 
the  controversial  project  that  was 
supposed  to  be  built  on  1,364  acres  of 
the  Oak  Ridge  reservation  in  Tennes- 
see. (The  reactor  had  no  license  or 
construction  permit,  for  instance,  so 
the  hardware  for  it  was  simply  barged 
into  Memphis  and  stored.) 

Politics  played  its  part,  too.  The 
breeder  is  Tennessee's  biggest  public 
works  project  and  thus  close  to  the 
heart  of  Senator  Howard  Baker,  the 
GOP  Senate  Majority  Leader.  What 
could  be  more  natural  than  White 
House  backing  for  Clinch  River — 
which  it  favored  anyway — to  help  win 
support  for  the  Reagan  tax  and  budget 
proposals? 

The  arguments  over  the  breeder  re- 
actor rage  on.  Originally  estimated — 
12  years  ago — to  cost  $700  million,  it 
is  now  figured  to  call  for  $3.6  billion. 
This  summer  the  General  Accounting 
Office,  Congress'  financial  watchdog, 
concluded  that  the  country  would 
have  no  real  commercial  need  for  a 
fast-breeder  reactor  until  2025. 

The  momentum  of  Clinch  River, 
however,  has  carried  the  day.  Last 
month  the  project's  acting  director 
symbolically  felled  a  red  oak  on  the 
reactor  site  and  the  bulldozers  began 
clearing  the  land  for  its  construction. 
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MICRO-VIDEO  DELIVERS 
THE  BUSINESS  FOR  MARRIOTT. 


When  the  Marriott  Food  Service 
Management  group  caters  to  new 
prospects,  the  presentation  is 
served  up  on  micro-video  by 
Technicolor. 

Thanks  to  the  remarkable  2-ounce 
micro-video  cassette  and  the  Techni- 
color® Video  Showcase,  Marriott's 
excellent  reputation  as  a  premiere 
food  preparation  and  catering  serv- 
ice can  be  dynamically  demon- 
strated to  prospects  in  full  color  and 
sound.  And  the  Video  Showcase 
can  also  be  used  for  "in  house" 
training. 

The  Video  Showcase  is  a  revo- 
lutionary combination  of  the 
Technicolor  micro-video  cassette 
recorder  and  a  color  TV— both  inte- 
grated as  a  compact  21  pound  unit 
that  is  completely  self  contained. 
It  provides  video  portability  never 
before  possible. 

Marriott  chose  the  Video  Show- 
case because  of  its  quick  set-up, 
versatility  and  because  it  is  "superior 
in  its  ability  to  convey  high  quality." 


Marriott  representatives  find  the 
built-in  screen  ideal  for  one-on-one 
use.  And  by  simply  connecting  the 
Video  Showcase  to  another  TV  they 
can  present  their  service  story  to 
larger  audiences. 

The  Showcase  is  also  available 
with  TV  viewing  and  program 
recording  capability. 

Marriott  Food  Services  is  one  of 
many  fine  companies  that  have 
discovered  the  future  of  business 
communication.  Give  your  sales 
force  a  taste  of  micro-video. 
They'll  eat  it  up. 

I    TECHNICOLOR  AUDIO-VISUAL   ^ 

299  Kalmus  Drive,  Costa  Mesa,  CA  92626 
(714)  540-4330 

□  Please  send  more  information. 

□  Please  arrange  a  demonstration. 

NAME  

PHONE  


COMPANY. 
ADDRESS- 
CITY  

STATE  


ZIP_ 


FB-11-82^ 


Technicolor 

TECHNICOLOR  AUDIO-VISUAL  299  Kalmus  Dr.,  Costa  Mesa,  CA  92626  (714)  540-4330 
©  1982  Technicolor,  Inc.  All  rights  reserved. 


Readers  Say 


Picking  ambassadors 

Sir:  You  [imply]  that  access  to  the 
President  is  the  only  consideration 
that  should  be  given  in  choosing  an 
ambassador  (Fact  and  Common,  Sept. 
13).  Once  this  ambassador  has  the 
President's  ear,  what's  he  going  to  tell 
him?  Diplomacy,  like  any  other  pro- 
fession, is  learned  through  training 
and  experience. 

Do  you  choose  your  senior  editors 
based  on  how  much  their  in-laws  con- 
tribute? When  was  the  last  time 
Forbes  made  a  parking  lot  king  head 
of  its  European  bureau? 
— Dennis  K.  Hays 
President, 

American  Foreign  Sen  ice  Association 
Washington,  DC 


Unfaithful  to  Sloan? 

Sir:  General  Motors  has  missed  the 
mark  because  it  has  failed  to  follow 
Alfred  Sloan's  mighty  system  (Sept. 
27).  Sloan's  book,  My  Years  with  Gen- 
eral Motors,  lays  down  the  fundamen- 
tal rule:  "Each  line  of  General  Mo- 
tors cars  produced  should  preserve  a 
distinction  of  appearance,  so  that 
one  knows  on  sight  a  Chevrolet,  a 
Pontiac,  an  Oldsmobile,  a  Buick  or  a 
Cadillac." 

GM  has  violated  each  brand's  name 
and  totally  confused  the  public. 
— R.C.  Broadbooks 
West  Chester,  Penna. 

Sir:  The  purpose  of  Sloan's  manage- 
ment system  was  to  place  decision- 
making in  the  hands  of  the  executives 
who  were  in  direct  contact  with  the 
marketplace,  the  laboratories  and  the 
manufacturing  floor.  Since  Sloan's  de- 
parture, management  has  moved 
toward  a  higher  degree  of  centraliza- 
tion. The  problem  has  been  aggravat- 
ed by  the  process  of  selecting  the  chief 
executive  officer  from  the  ranks  of  the 
financial  organization,  so  that  the  ul- 
timate decision-making  power  is  in 
the  hands  of  individuals  who,  in  their 
careers,  never  sold,  manufactured  or 
designed  an  automobile. 
— Andrew  F.  Inglis 
Moorestown,  N.J. 

Sir:  The  J-car's  slow  sales  have  been 
in  large  part  a  function  of  high  inter- 
est rates  and  the  recession.  Its  compo- 
nents [in]  common  with  the  X-body 
do  not  represent  a  fault,  but  a  manu- 
facturing efficiency  used  effectively 
by  the  Germans  and  the  Japanese. 


To  infer  that  its  technology  is  out- 
dated compared  to  Japanese  autos  is 
wrong.  The  automated  construction 
techniques  are  state-of-the-art. 

— Lewis  B.  Everly 
Vice  President, 
GATX  Leasing  Corp. 
New  York,  N.Y. 


Forbes  400  (cont'd) 

Sir:  The  Forbes  Four  Hundred  demon- 
strates that  great  contributions  to  so- 
ciety are  frequently  unrewarded — at 
least  monetarily.  A  modern  case  in 
point  is  the  development  25  years  ago 
of  the  (public  domain)  COBOL  com- 
puter programming  language  by 
USNR  Captain  Grace  M.  Hopper  and 
her  associates  (Forbes,  Aug.  30), 
which  allowed  computers  to  be  used 
by  virtually  any  enterprise. 

Those  members  of  The  Forbes  Four 
Hundred  who  built  their  fortunes  on 
computers  might  agree. 
— Henry  J.  Meyer 
Anaheim.  Calif. 

Sir: 

Congratulations  to  Forbes  for  com- 
piling this  list, 
Even  tho  there  are  some  they  may 

have  missed. 
Tho  I  am  poor,  I  am  still  very  proud 
That  the  opportunity  exists  to  join 
the  wealthy  crowd. 
— Chas.  F.  Dodd 
Signal  Mountain.  Term. 

Sir:  If  imitation  is  the  sincerest  form 
of  flattery,  then  you  got  it  from  the 
Neiv  Republic,  whose  cover  (attached) 
came  out  about  a  month  after  your 
Forbes  Four  Hundred  cover  did. 
— Harold  G.  Doifman 
New  York,  N.Y. 
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THE  NEW 

THE 

REPUBLIC 

RICHEST  VV 

PEOPLE  IN  >:■£ 

America  -:i-:;:'-rjSi 

A  GOVERNMENT  .-^  -'  „--JTrc 
OF  MILLIONAIRES    :  _ 

inn 

H  i 

Villainous  bankers? 

Sir:  The  article  "The  world  gasps  for 
liquidity"  (Oct.  lit  claims  that  our 
avoidance  of  "a  massive  world  depres- 


Every  Westin  knows 
what  you  expect. 


UNITED  STATES 
Atlanta 

The  Westin 
Peachtree  Plaza 
Boston 

The  Westin  Hotel 
Copley  Place 
(Mid  1983) 
Chicago 

The  Westin  Hotel 

(Downtown) 
The  Westin  Hotel 
(O'Hare) 
(Early  1984) 
Cincinnati 

The  Westin 
Dallas 

The  Westin  Hotel, 
Gallena  (Early  1983) 
Detroit 

The  Westin  Hotel 
Renaissance 
Center 
Hawaii,  Honolulu 
(Waikiki) 

The  Westin  Ilikai 
Hawaii,  Maui 
The  Westin 
Wailea  Beach 
Houston 

The  Westin  Galleria 
The  Westin  Oaks 
Kansas  City,  MO 
The  Westin 
Crown  Center 
Los  Angeles 
Century  Plaza 
(Westside) 
The  Westin 
Bonaventure 
(Downtown) 
New  York 

The  Plaza 
Orange  County,  CA 
The  Westin  South 
Coast  Plaza 
Philadelphia 

Bellevue  Stratford 
Phoenix 
The  Arizona 
Biltmore 
Portland,  OR 

The  Westin  Benson 
San  Francisco 

The  Westin  Miyako 
The  Westin 
St.  Francis 
Seatde 

The  Westin  Hotel 
Tulsa 

Williams  Plaza 
Vail 

'   The  Westin  Hotel 

(Late  1982) 
CANADA 
Calgary 

The  Westin  Hotel 
Edmonton 

The  Westin  Hotel 
Montreal 

The  Westin  Hotel 
Bonaventure 
Ottawa 

The  Westin  Hotel 
(Mid  1983) 


How 


Toronto 

The  Westi: 
Vancouver 

The  Westin 
Bayshore 
Winnipeg 

The  Westin  Hotd 

DENMARK 

Copenhagen 

Hotel  Scandinavi 

EL  SALVADOR 
San  Salvador 

Camino  Real 

GUATEMALA 

Guatemala  City 

Camino  Real 

HONG  KONG 
Kowloon 

Shangri-La 

JAPAN 

Kyoto 

Miyako 
Tokyo 

Akasaka  Prince 
(Early  1983) 
Tokyo  Prince 


KOREA 
Pusan 

The  Westin 
Chosun  Bead 

Seoul 

The  Westin 
Chosun 

MEXICO 
Acapulco 

Las  Brisas 
Cancun 

Camino  Real 
Guadalajara 

Camino  Real 
Ixtapa/Zihuatane 

Camino  Real 
Mazadan 

Camino  Real 
Mexico  City 

Alameda 

Camino  Real 

Galeria  Plaza 
Puerto  Vallarta 

Camino  Real 
Saltillo 

Camino  Real 


NORWAY 
Oslo 

Hotel  Scandina 

PHILIPPINES 

Manila 

Philippine  Plaza 

SINGAPORE 

Raffles  City  (19! 
Shangri-La 

SOUTH  AFRIQ 
Johannesburg 

The  Carlton 
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producing  the  Good  Night  Services* 
I  »m  American  Express 


Every  Westin  treats  you  first  class.  With  a  style  that  pleases. 
And  services  that  pamper.  Like  the  Good  Night  Services 
from  American  Express. 

A  package  of  services  that  take  the  worry,  wonder  and 
wait  out  of  your  travels.  And  they're  available  at  every 
Westin  in  the  continental  U.S.  and  Canada. 

Westin  will  wait  up  all  night  for  you 

With  an  American  Express"  Card  Assured  Reservationf 
your  Westin  will  keep  a  room  waiting  for  you.  Even  if  you 
arrive  hours  late.  And,  if  for  some  reason  your  travel  plans 
should  change,  just  call  Westin  before  6  p.m.  (their  time)  to 
get  a  cancellation  number  so  you  won't  be  billed. 

And  you  can  cash  your  personal  check  for  up  to  $250  at 
the  front  desk  of  your  Westin.  Of  course,  the  actual  amount 
is  subject  to  cash  availability. 

Now  of  course,  there  are  some  requirements  and  restric- 
tions concerning  the  Good  Night  Services.  So  be  sure  to 
ask  about  them  when  you  make  your  Assured  Reservation. 
Every  Westin  is  everything  you  ever  wanted 

There  are  55  Westins.  And  every  one's  a  distinctive, 
one-of-a-kind  hotel.  Offering  first-class  services.  And  first- 
class  accommodations.  Hotels  that,  through  their  caring 
and  concern,  have  turned  many  a  traveler  into  a  Westin 
Man.  Or  Westin  Woman.  People  who 
come  back  to  Westin,  because 
Westin  knows  what  they  expect. 

For  reservations,  call  your  travel 
agent,  company  travel 
dept. ,  or  Westin.  In  the 
continental  U.S.,  call 
800-228-3000.  In  ^ 
Canada,  800-268-8383. 
Toronto,  416-365-7700. 


Don't  leave  home  without  it. 


SmithKline 

SmlthKllne  Beckman  Corporation/World  Headquarte 


When  world  leaders  in  technology  unite, 
the  results  are  worth  watching. 

SmithKline  and  Beckman  Instruments, 
both  converging  on  answers  to  key  challenges  in 
health  care  and  human  well-being,  are  now 
SmithKline  Beckman  Corporation. 

Through  innovation,  our  businesses  have 


achieved  combined  compound  annual  growth 
rates  of  25%  in  net  earnings  and  19%  in  sales 
from  1972  through  1981 .  In  1982,  sales  will  sur- 
pass $3  billion  and  we'll  reinvest  a  quarter  billic 
dollars  in  R&D,  planning  sustained  growth  in 
sales  and  earnings  for  years  to  come. 

Look  into  two  of  the  many  worlds 


Converging 


Beckman 

One  Franklin  Plaza/Philadelphia,  PA  19101 


imithKline  Beckman: 

In  Eye  Care,  we  hold  first  place  in  the  U.S. 
ithalmic  and  contact  lens  accessories  market, 
ddition,  we're  exploring  ophthalmological 
ilications  for  our  unique  expertise  in  histamine 
I  peptide  technologies.  In  the  eye  above,  a 
:er  chemical  helps  monitor  glaucoma-related 


phenomena. 

In  Physiological  Monitoring,  we  continue  to 
innovate  precision  systems  for  clinicians  and 
researchers.  One  of  some  6,000  Beckman  prod- 
ucts is  the  automated  unit  above,  for  assessing 
metabolic  and  respiratory  variables. 

Look  into  SmithKline  Beckman.  And  look 
into  the  future. 


technologies 


Tea  parties.  As  much  a  part  of  Boston's  history 
as  the  Parker  House. 


Other  Dunfey  Classic  Hotels 
Berkshire  Place,  New  York, 
Ambassador  East,  Chicago; 
Royal  Orleans,  New  Orleans, 
and  Park  Lane,  London 


Dunfey 
Classic  Hotels 

Creating  new  standards  in  the  art  of  hospitality 

For  reservations  call  your  travel  agent  or  800-228-2121 


Readers  Say 


sion  is  due  principally  to  the  unex- 
pected ability  of  the  world's  commer- 
cial banks  ...  to  recycle  the  flood  of 
petrodollars  that  piled  up." 

The  banks  were  not  heroes;  they 
were  villains.  A  major  reason  that 
world  oil  prices  rose  so  rapidly  in 
1972-74  and  again  in  1979-81  was  that 
major  central  banks  were  inflating 
with  the  encouragement  of  the  banks. 
Each  wave  of  accommodation  led  to 
more  world  inflation.  Only  when  cen- 
tral banks  stopped  acting  as  accom- 
plices of  the  bankers  did  the  oil  price 
increases  stop  and  inflation  slow. 
— Edward  Guay 
Bloomfield,  Conn. 


Leave  it  to  the  Marines 

Sir:  Re  "Give  Our  Marines  The 
Means"  (Fact  and  Comment,  Sept.  27):\ 
could  not  have  stated  it  better. 

— R.H.  Barrow 
General,  U.S.  Marine  Corps, 
Commandant  of  the  Marine  Corps 
Washington,  D  C. 


Backing  belief  with  money 

Sir:  Happy  to  see  Portec  made  your 
"A  no-name  shopping  list"  (Oct.  11). 
We  feel  strongly  enough  about  Portec 
being  undervalued  that  we  will  be 
buying  back  up  to  16%  of  our  out- 
standing shares. 
— Thomas  J.  Guendel 
Chairman  and  CEO, 
Portec 

Oak  Brook,  til. 

Sir:  The  stock  price  for  Hackensack 
Water  should  have  been  adjusted  for  a 
3-for-2  stock  split.  Therefore,  this 
stock  should  not  have  been  included 
in  your  list  of  rally  laggards. 
—Joseph  G.  Pope 
Senior  Vice  President, 
Hackensack  Water  Co. 
Harrington  Park,  N.J. 


Thrifty  gunner 

Sir:  Congratulations  to  MSF  for  still 
being  able  to  squeeze  off  only  one 
round  on  a  machine  gun  ("Everyone's 
Entitled  To  One  Walter  Mitty  Mo- 
ment," Fact  and  Comment,  Sept.  27). 
Does  he  attribute  this  skill  to  his 
Scottish  heredity? 
— C.T.  Simkins 
Sterling,  Colo. 
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ONLY  EMERY  A.M.  DELIVERS 
YOUR  SMALL.YOUR  BIG, 
AND  YOUR  IN-BETWEEN 
TO  MOST  OF  AMERICA 
THE  VERY  NEXT  MORNING. 


Emery  A.M.  Service  can  make  your  tough  job  a  lot  easier. 
Instead  of  having  to  call  different  shipping  companies  for  shipping  different  sizes, 

you  can  make  one  call  to  Emery  to  deliver  them  all. 
Big  shipments,  small  envelopes,  or  in-between  packages.  Emery  A.M.  Service 
takes  virtually  any  size  from  ounces  to  tons  and  schedules  delivery 
to  most  of  America  the  very  next  morning. 
Its  a  great  service,  and  only  one  company  can  deliver  it.  Emery. 
When  you've  got  a  tough  job  and  you  want  to  make  it  easier,  call  Emery  Worldwide. 


EMERY  A.M 

Any  size.  On  time.  For  sure, 


>r  complete  details  on  the  full  range  of  Emery  services,  consult  Emery's  Service  Guide 
call  Emery  Worldwide,  listed  in  the  White  Pages.  ©  Emery  Worldwide  1982 


WORLDWIDE 


Since  1715. 
One  of  the  world  s  more 
civilized  pleasures. 


r 


MARTELL 


FONDfiE 


/ 


1715 


^COGNAC 

lK.0l.JZl  MARTELL&e  COGNAC 

PRODUCED  AND  BOTTLED  IN  FIANCE 

I    I  III  INI  I "  I  Ml  , 


:''Tp:Sfend  a  gift' of  Mart 
"he  Jos. 


With  all  thy  getting  get  understanding" 
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Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


EVERYONE  THINKS  IT'S  BETWEEN  KENNEDY  AND  MONDALE 


for  the  Democratic  presidential  nomination. 
Except  Senator  Kennedy. 

Once  again  he  leads  by  a  mile  in  the  polls.  He's  running 
hard.  Defeat  for  the  nomination  or  the  election  would  be 


his  last  Presidential  Hurrah. 

And  who  will  concern  him  most  in  the  Democratic 
primary  sweepstakes?  John  Glenn,  the  clean-cut,  jut- 
jawed,  stolid  Senator  from  Space. 


THAT  TWO  OF  OUR  BIGGEST  COMPANIES  ARE  ALSO  TWO  OF  OUR  BEST 


has  very  little  to  do  with  size.  It  has  everything  to  do  with 
the  brains. and  money  poured  into  R&D — research  and 
development. 

In  the  last  60  months,  IBM  spent  $7  billion  on  R&D.  But 
that  has  been  the  IBM  style  since  its  inception.  There's  no 
which-came-first-the-chicken-or-the-egg  question  here, 
j  The  egg  was  first  and  it  came  out  of  the  lab.  IBM  remains 
Ruler  of  the  Roost  by  unceasing,  unstinting  attention  to 
research.  So,  too,  AT&T.  Out  of  Bell  Labs,  in  addition  to 
the  most  extraordinary  communications  system  in  the 
world,  has  come  a  large  share  of  our  Defense  Department 
technological  superiority  (where  we  have  it). 


MAKE  UNBALANCED  FEDERAL 

Wouldn't  it  be  nice  if  such  objectives  could  be  achieved 
so  simply. 

As  the  New  York  Times  suggested  in  a  witful  editorial 
gem,  think  of  the  other  problems  we  could  solve  in  similar 
fashion: 

"For  instance,  all  Americans  probably  agree  that  every 
ablebodied  person  deserves  a  job.  Add  a  Full  Employment 


It's  no  wonder  these  two  companies  will  be  increasingly 
locking  competitive  horns  in  the  whole  field  of  informa- 
tion handling. 

But  those  who  think  corporate  size  ensures  success, 
clout,  growth  or  that  it  is  any  guarantee  of  survival  need 
only  look  at  some  other  giants  now  bruised  and  limping. 

Whether  you're  selling  soap  or  pills,  software  or  hard- 
ware, the  things  you'll  be  selling  tomorrow  better  be  in 
your  R&D  division  today.  It's  neither  feasible  for  nor  is  it 
the  function  of  boards  of  directors  to  run  companies.  But 
one  of  the  consequential  things  directors  can  do  is  to  make 
sure  their  company  isn't  stinting  on  R&D. 

BUDGET  UNCONSTITUTIONAL? 

Amendment  to  the  Constitution.  Then  there's  the  problem 
of  the  Post  Office.  Let  Congress  adopt  another  amendment. 
The  mails  shall  be  delivered  on  time.  Congress  could  prove 
its  concern  about  high  interest  rates  by  adopting  an  amend- 
ment that  ordains  low  interest  rates.  There  is  rich  grist  for 
other  amendments  on  national  defense,  safe  streets  and  the 
nuclear  family,  not  to  mention  piety  in  public  places." 
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You  Didn't  Ask,  But . . . 

By  Dennis  Dible,  managing  editor  of  the  Kingsport  (Tenn.)  Times-News 


Dad's  Dream  Crumbling* 

In  the  late  1950s,  Dad  was  work- 
ing as  night  foreman  at  a  folding 
carton  plant  in  Norwalk,  Ohio.  His 
shift  ran  from5:30p.m. -2:30  a.m.  He 
also  was  trained  as  an  electrician, 
and  every  morning  at  7:30,  he  went 
to  his  second  job — doing  wiring  as  an 
independent  contractor.  He'd  get 
home  at  3:30  p.m.,  shower,  eat  sup- 
per and  hit  the  road  for  the  folding 
carton  plant. 

In  1960,  Dad  took  what  was 
probably  the  biggest  risk  of  his  life. 
Three  of  his  buddies  in  the  front 
office  at  the  folding  carton  plant 
decided  to  split  off  and  form  their 
own  carton  company.  They  wanted 
my  Dad  to  be  plant  superinten- 
dent. They  had  a  building,  four 
pieces  of  used  equipment  and  a 
dream.  He  accepted,  and  Boxboard 
Packaging  Corporation  was  born.  It 
prospered. 

In  1972,  plant  workers  voted  to 
unionize.  It's  10  years  now.  It's  also 
contract  time  for  the  union. 

Times  are  tough  in  Norwalk, 
Ohio.  Unemployment  is  high.  Box- 
board  Packaging  is  struggling.  Enter 
the  international  business  agent  for 
'Excerpted  from  Times-News 


the  AFL-CIO,  presenting  contract 
demands.  Read  these  closely,  folks. 
These  are  real  demands: 

"Under  Union  relations,  the 
Company- had  the  following  rights, 
these  rights  will  be  taken  out. 

Right  to  hire  new  employees. 

Direct  the  work  force. 

Establish  crews. 

Promote  employees. 

Demote  employees. 

Disciplinary  employees. 

Discharge  employees. 

Suspend  employees  for  just  cause. 

Transfer  employees. 

Lay  off  employees  because  of  lack 
of  work. 

Schedual  shift  times. 

Assign  and  allocate  work  to 
employees." 

Had  enough  of  page  one?  Let's 
move  on  to  some  other  highlights  of 
the  contract  demands: 

"The  Company  will  buy  hams  or 
turkeys  for  everyone  in  the  union, 
on  every  holiday,  50  lbs. 

The  Company  will  give  all  em- 
ployees four  (4)  weeks  off  at  Christ- 
mas and  New  Years  times  with  pay. 

The  Company  will  get  toys,  car 
parts  and  any  other  things  we 
make  at  Boxboard  Packaging  at  a 


special  discount  for  all  employees. 

The  Company  will  pay  for  a  law- 
yer for  all  employees  when  they 
need  one. 

The  Company  will  pay  all  em- 
ployees while  they  are  on  strike. 

The  Company  will  pay  for  a  flue 
vaccination  once  a  year.  [Really. 
Anybody  out  there  have  a  sick  fire- 
place?] 

There  will  be  Aunts,  Uncles, 
Nephues,  Neices,  Grandchildren, 
Cousins  added  to  the  funeral  leave. 
The  Company  will  pay  all  employ- 
ees ten  (10)  days  for  any  funeral 
leave. 

The  Company  will  give  any  em- 
ployee five  (5)  days  off  with  pay  if 
any  of  their  relation  is  in  the 
hospital. 

The  Company  will  get  auto  insur- 
ance coverage  for  all  employees  in 
the  Union.  The  Company  will  pay 
for  this." 

And  now  the  wage  package. 

"The  Union  will  go  for  a  twenty- 
four  (24)  month  contract  at  50  per- 
cent per  year. 

The  Union  will  go  for  a  thirty-six 
(36)  month  contract  at  70  percent 
per  year." 

I  don't  believe  it  either,  folks. 


BOOKS 
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A  TRUE  STORY  Of 

HOLLYWOOD 
AND  WALL  STREET 

DAVID  McCUNTICK 


•  Indecent  Exposure — by  David 
McClintick  (William  Morrow  & 
Company,  Inc.,  $17.50).  On  the  eve 
of  his  greatest  success  (Close  En- 
counters of  the  Third  Kind),  David 
Begelman,  Columbia  Studio's  head, 
is  exposed  for  forging  Cliff  Robert- 
son's name  to  a  scam  check.  Colum- 
bia Pictures  President  Alan  Hirsch- 
field  discovers  the  limitations  of  a 
CEO  when  he  tries  to  act  contrary  to  the  wishes  of  control- 
ling members  of  his  board  of  directors.  Brilliantly  written, 
totally  engrossing. 

Excerpt:  Gossip  in  Hollywood  is  an  energizer  of  the 
town's  central  nervous  system,  a  stimulant  essential  to 
the  stability  of  an  insecure  community  gripped  by  chronic 
self-doubt.  Rumor  and  gossip  tend  to  assuage  one  of  the 
psychological  dilemmas  of  Hollywood,  the  nagging  confu- 
sion between  illusion  and  reality.  By  occupying  space 
between  illusion  and  reality,  rumor  and  gossip  make  the 
need  to  differentiate  seem  less  important.  Thus,  by  focus- 
ing on  what  transgressions  David  Begelman  might  have 
committed,  Hollywood  was  able  to  amuse  itself  until  it 
could  learn  what  transgressions  he  had  in  fact  committed. 


•  Real  Men  Don't  Eat  Quiche — by 

Bruce  Feirstein  (Pocket  Books, 
$3.95) — is  plumb  full  of  this  year's 
savonest  wit.  In  this  printed 
"quiche,"  no  one  escapes  un- 
chopped.  Take  comfort  that  by  page 
93— the  last— there  are  no  100% 
Real  Men.  Only  those  who  cannot 
read  can  be  excused  for  missing  this 
hilarious  wee  Read. 


Real  Men 
DontEat 
Quiche 


Uiiiiilrbook 
toAIITIwt 
Is  Truly 
Masculine 


Bruce  Feirstein 

Illustrated  by  Lee  Lorenz 


Excerpts:  Real  Men  are  secure  enough  to  wear  their  labels 
inside  their  clothing.  .  .  .  Real  Men  pump  iron.  Real  Men 
enter  tractor-pulling  contests — but  only  against  the  trac- 
tor. Real  Men  shot-put  -for  relaxation.  .  .  .  If  you  really 
want  to  see  what's  happening  to  us,  look  at  today's 
movies.  Instead  of  having  fohn  Wayne  fight  Nazis  and 
commies  for  peace  and  democracy,  we've  got  Dustin 
Hoffman  fighting  Meryl  Streep  for  a  four-year-old  in 
Kramer  vs.  Kramer.  It's  no  wonder  things  are  so  mixed  up. 
Thirty  years  ago,  the  Duke  would  have  slapped  the  broad 
around  and  shipped  the  kid  off  to  military  school.  .  .  .  In 
football,  Real  Men  don't  run  out  the  clock.  Real  Football 
Players  don't  take  drugs:  They  relish  the  pain.  Real  Men 
admit  it's  truly  not  how  you  play  the  game  that  counts — 
but  how  much  your  option  is  renewed  for. 
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SILENCE  IS  THE  ULTIMATE  APPLAUSE 


Newsweek  had  a  piece  a  while 
ago  about  Vladimir  Horowitz,  "the 
world's  greatest  pianist."  It  ends 
with  Ed  Behr,  regional  editor,  ask- 
'^-^■^k     ing  Horowitz  if  he  "still  gets  a  kick 
p^V~|W^7.-'     out  of  applause."  Replies  the  mae- 
5i^^^^fcv.'     stro,  "It's  the  silence  that  matters, 
y  '     VHI    not  the  applause.  Anyone  can  have 
applause.  But  the  silence,  before  and  during  the  playing — 
that  is  everything." 

On  reflection,  isn't  that  an  absolute  truth?  For  artists, 
particularly  performing  ones,  rapt  attention  is  reflected  by 
total  silence.  Rustling,  shuffling,  whispers,  all  signal  an 


audience  unentranced. 

For  speakers,  particularly  politi- 
cians, frequent  interruptions  for  ap- 
plause are  considered  oratorical  tri- 
umphs. Yet,  after  what  most 
Americans  consider  the  greatest 
speech  by  an  American  president, 
Abraham  Lincoln  left  Gettysburg 
feeling  he  "did  not  score"  because  there  was  nearly  no 
applause  when  he  sat  down.  While  some  historians  now  say 
it  was  a  case  of  unawareness  rather  than  lack  of  emotion,  I 
prefer  the  traditional  thinking:  that  his  battlefield  audience 
was  so  moved,  their  greatest  tribute  was  silence. 


A  COMPLIMENT,  ROCK  SPRINGS,  WTO.  STYLE 


Rock  Springs,  Wyo.  is  a  rough  town,  center  of  what  has 
been  a  booming  energy-seeking  belt:  strip-mining  for  coal, 
exploratory  oil  well  drilling  all  over  the  place  and  so  forth. 
Motorcycling  with  a  couple  of  friends  from  Colorado  and 
on  the  way  home  to  my  wife  in  Moose,  Wyo.,  we  stopped 
at  Rock  Springs  for  the  night. 


I  had  no  sooner  climbed  off  an  overloaded  Harley- 
Davidson  motorcycle  after  struggling  to  park  it  when  an 
out-of-shapely  lady  of  the  night  sauntered  up,  and,  after 
staring  speculatively  at  my  white  hair,  said,  "I  guess  if 
you're  not  too  old  to  handle  that  thing,  you  might  be 
able  to  handle  me." 


TWO  LINES  ARE  HARDER  TO  WRITE 

than  two  pages. 


WRITERS  SOMETIMES  RIGHT 

more  wrongs  than  they  commit. 


THE  CHAINS  ARE  BROKEN 


By  M.S.  Forbes  Jr. 


The  deterioration  of  the  economy 
and  the  banking  system  has  given 
the  Federal  Reserve  the  courage  to 
do  what  it  should  have  done  many 
months  ago:  abandon  its  disastrous 
experiment  with  monetarism.  That 
is  what  the  financial  markets  have 
been  so  explosively  celebrating. 

Last  summer,  when  the  Fed  first 
loosened  its  grip,  there  was  still 
doubt  as  to  whether  the  bank  had 
really  broken  its  monetarist  chains 
or  whether  this  was  a  temporary 
response  to  the  Mexican  crisis. 
There's  no  doubt  now. 

Mr.  Volcker  has  indicated  that  his 
bank  will  now  be  watching  a  variety 
of  indicators,  such  as  commodity 
prices,  bank  reserves,  the  value  of 
the  dollar  on  foreign  exchange  mar- 
kets, etc.,  as  well  as  those  Ms,  to 
help  determine  how  much  money 
to  print. 

This  seat-of-the-pants  approach 
may  not  be  very  scientific,  and 
Volcker  will  try  to  be  cautious  in 
how  fast  he  lets  interest  rates  drop 
in  the  future.  But  the  new  policy 
will  turn  out  to  be  flexible  enough 


to  enable  the  economy  to  begin 
what  will  be  a  surprisingly  vigorous 
recovery  next  spring. 

No  one  denies  that  tighter  money 
was  an  absolute  necessity  to  curb 
inflation.  But  goaded  by  Adminis- 
tration monetarists,  the  Fed 
squeezed  far  too  hard,  too  long. 

There  will  be  "corrections"  in 
stocks  and  interest  rates  in  the 
months  ahead,  but  these  should  not 
blind  us  to  the  significance  of  the 
enormous  change  the  Fed  has  made 
in  its  monetary  policy. 

AN  ADVANTAGE  OVER  EUROPE 

A  recent  trip  abroad  underscored 
to  this  writer  that  it's  not  only  our 
Midwest  that  is  facing  relentless, 
unprecedented  pressures  on  such 
basic  industries  as  steel  and  autos, 
Europe  is  as  well.  Some  auto  com- 
panies, like  Volvo  and  BMW,  are 
skillfully  bucking  the  trend,  espe- 
cially in  selling  to  the  U.S.,  but 
most  are  not. 

Moreover,  European  business- 
men, like  many  of  their  American 
counterparts,  make  clear  that  when 
their  economies  pick  up,  traditional 
manufacturers  won't  be  employing 


nearly  the  number  of  people  they 
did  a  year  ago.  Technology  and  for- 
eign competition  ensure  that. 

This  brings  to  mind  an  important 
advantage  the  U.S.  appears  to  have 
over  Europe  and,  surprisingly,  even 
Japan  as  well:  our  vibrant  venture 
capital  industry.  We  seem  to  have 
an  environment  for  individual  en- 
trepreneurs that  is  more  hospitable 
than  you  find  overseas. 

"We  had  that  spirit  after  the  war," 
one  German  businessman  told  me, 
"but  the  atmosphere  is  different  to- 
day. The  young  people  seem  more 
interested  in  becoming  bureaucrats 
than  in  striking  out  on  their  own." 
Few  executives  disagreed  with  that 
bleak  assessment.  Another  ex- 
plained that  "tax  and  regulatory  ob- 
stacles are  far  more  difficult  than 
those  you  have  in  the  U.S.  For  ex- 
ample, the  costs  of  laying  off  an 
employee  are  an  enormous  barrier 
to  hiring  someone  in  the  first 
place." 

Europe's  future  clearly  rides  on 
how  well  its  governments  remove 
these  obstacles.  Simply  pouring 
more  capital  into  traditional  indus- 
tries won't  do  the  trick  anymore. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Confirmation 

After  long  study,  researchers  at 
Washington  University  have  conclud- 
ed that  the  folks  who  rise  to  positions 
of  power  in  the  business  world  tend  to 
be  neurotic.  We  doubt  if  the  news  will 
cause  many  raised  eyebrows.  After 
all,  how  many  working  people  across 
this  broad  land  have  been  saying  for 
years  that  the  boss  is  nuts? 

— Daily  News  editorial 

Tanks,  But  No  Tanks 

President  Reagan  wants  to  spend 
$215  billion  on  defense  and  war 
equipment  next  year.  He's  going  to 
spend  a  lot  of  it  on  tanks.  .  .  .  The  new 
M-l  tanks  are  going  to  cost  $2.7  mil- 
lion each.  That  means  for  every  tank 
you  could  buy  more  than  300 
Chrysler  LeBarons.  From  my  experi- 
ence in  Germany  with  the  2nd  Ar- 
mored Division,  I  can  tell  you  that 
300  Chryslers  would  have  been  more 
help  than  one  tank.  The  Army's  going 
to  spend  $19  billion  for  7,000  new 
tanks.  A  Chrysler  LeBaron  costs 
about  $8,000.  So  for  $19  billion  you 
could  buy  2,375,000  Chrysler  LeBar- 
ons. That  means  that  every  soldier  in 
our  Army  could  have  three  brand  new 
cars  all  his  own.  I'd  just  like  to  see 
what  that  would  do  for  reenlistment. 
They  don't  put  an  estimated  mileage 
sticker  on  the  new  tanks,  of  course, 


because  the  tanks  need  four  gallons  of 
gas  to  go  one  mile.  If  I  were  President 
Reagan,  I'd  forget  those  tanks,  buy 
2,375,000  LeBarons,  make  Lee  Iacocca 
their  commanding  general,  and  solve 
this  whole  budget  crisis  with  a 
healthy  rebate  from  Chrysler. 

— Andy  Rooney,  60  Minutes 

Nauseous  Narcissists 

Psychology  researchers  are  particu- 
larly harsh  on  the  trend  among  unmar- 
ried, middle-class  women,  up  against 
the  biological  clock  at  age  35  or  so,  to 
have  a  child  and  raise  it  alone.  Such 
women  "are  the  most  narcissistic 
group  of  people  you'll  ever  see,"  says 
psychiatrist  Alfred  Messer.  Of  course, 
a  single  parent  can  cope,  says  Messer 
and  other  researchers,  but  there  is  a 
difference  between  coping  with  an  ac- 
cident and  setting  out  to  have  one. 

— Time 

Grandmother's  Handyman 

The  best  thing  about  him  was  his 
pride  in  good  work.  ...  I  knew  him  to 
shoe  a  horse,  install  plumbing,  dig  a 
well,  make  a  gun,  build  a  road,  lay  a 
dry  stone  wall,  do  the  foundation  and 
frame  of  a  house,  manufacture  his 
own  shotgun  shells,  grind  knives  and 
turn  a  baseball  bat  on  a  lathe.  .  .  .  The 
problem  was  that  he  was  incredibly 


slow.  He  was  not  interested  in  your 
problems,  but  in  the  problems  of  the 
job  itself.  .  .  .  His  slowness  cost  him 
money,  but  money  did  not  matter  to 
him.  He  did  not  even  call  it  an  abomi- 
nation like  drinking,  card-playing, 
smoking,  swearing,  lipstick  and  danc- 
ing; he  simply  did  not  think  about  it. 

—Donald  Hall, 
String  Too  Short  to  Be  Saved 

lAfe  is  a  misery  if  you  don't 
get  more  than  you  deserve. 

— Harry  Oppenbeimer, 
De  Beers  and  Anglo  American  Corp. 


Ever  Clear  Claire 

GEO:  How  do  you  feel,  then,  about 
spending  tens  of  billions  of  dollars  on 
new  missiles  and  better  bombers? 

Claire  Boothe  Luce:  I  believe  we  now 
have  enough  weapons  for  all  possible 
purposes  of  destruction.  I'm  sort  of  an 
amateur  student  of  the  history  of  war- 
fare, and  the  history  of  it  is  that  every 
weapon  has  produced  a  defense  or  a 
counterweapon.  Work  has  been  done 
and  continues  to  be  done  on  both  laser- 
beam  technology  and  particle-beam 
technology.  Laser  beams  may  ulti- 
mately be  used  to  knock  incoming 
weapons  out  of  the  sky.  I  favor  this 
kind  of  research  and  development. 
There  is  no  reason  to  settle  for  this 
policy  of  so-called  mutual  assured  de- 
struction— which  for  a  long  time  I 
have  thought  was  mad.  That's  almost 
a  reversion  to  barbaric  times. 

— Claire  Boothe  Luce,  GEO 

Worth  Every  Scourge 

Lester  Kinsolving,  an  Episcopal 
minister  turned  reporter,  relishes  his 
role  as  a  self-appointed  gadfly  who 
comes  on  like  a  cluster  bomb  at  the 
daily  White  House  and  Pentagon  news 
briefings.  The  Pentagon's  Henry  Catto 
is  one  of  the  few  government  spokes- 
men who  have  demonstrated  a  cool 
ability  to  defuse  Mr.  Kinsolving  under 
fire.  The  other  day  Mr.  Kinsolving 
pounced  on  Mr.  Catto  in  mid-briefing: 

Mr.  Catto:  "Lester,  I  am  reminded 
of  another  Henry,  in  this  case  Henry 
II,  who  at  a  point  of  exasperation  with 
Thomas  a  Becket  said,  'Who  will  free 
me  of  this  turbulent  priest?'  " 

Mr.  Kinsolving:  "He  was  murdered 
in  the  North  Transept  and  Henry  went 
and  scourged  himself  every  year  for  the 
rest  of  his  life,  remember  that?" 

Mr.  Catto:  "By  George,  it  might  be 
worth  it,  Lester." 

— New  York  Times 
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KEEP  UP  WITH  THE  DOW-JONESES. 


If  you  happened  to  know  what  the  market  aver- 
ages will  be,  80  trading  days  from  now,  you  could 
make  quite  an  impression  on  your  friends.  Not  to 
mention  your  banker. 

Well,  now  you  can  know. 

All  you  need  is  a  copy  of  Barron's,  which  just  about 
everybody  has.  And  The  Market  Forecaster,™  which 
just  about  everybody  should  have. 

The  Market  Forecaster  is  a  highly  sophisticated 
computer  program  that,  for  years,  has  been  predict- 
ing the  market  with  uncanny  accuracy.  And  now,  for 
the  first  time,  it's  available  in  a  module  that  plugs 
into  a  standard  Hewlett-Packard  HP-41  calculator. 

With  The  Market  Forecaster  and  the  HP-41  you  sim- 
ply punch  in  some  numbers  readily  available  from 
Barron's,  let  the  calculator  digest  them,  and— there  it 
is.  A  market  forecast  for  80  trading  days  from  now, 
staring  you  in  the  face. 

Think  of  what  can  happen,  when  you're  armed 
with  a  forecast  like  that.  You'll  know  when  to  buy 
stocks  and  when  to  sell  them.  When  to  invest  in 
mutual  funds  or  the  money  market.  When  to  do  just 
about  anything  except  carry  an 
umbrella  to  the  office. 

(The  calculator  actually  sounds  a 
"beep"  when  it's  time  to  make  a 
decision.  A  technological  marve 
Your  own,  personal  Early  Warning 
System.) 

And  how  accurate  are  the 
forecasts? 

They're  based  on  the  same 
weighted  factors  that,  over  a 
20-year  period  of  refinement, 
have  proven  consistently  reli- 
able in  The  Finnegan  Program. 
An  investment  advisory  serv- 
ice that  many  bank  trust 
officers  and  investment 
counselors  not  only  sub- 
scribe to,  but  swear  by. 


You'll  understand  why,  when  you  consider  the  evi- 
dence. In  the  past  three  years  (from  March  21, 1979 
through  March  21, 1982),  the  Dow-Jones  index 
declined  6.1%.  In  that  same  period,  funds  supervised 
by  the  Finnegan  group  (using  long  positions  only) 
appreciated  by  72.1%.  And  since  then,  the  spread 
has  continued  to  grow. 

All  the  transaction  records  are  available  on 
request.  And  while  the  results  may  differ  in  the  future, 
they  can  certainly  tell  you  something  about  the  past 
effectiveness  of  the  Finnegan  technique. 
Next  question:  how  much? 
The  answer:  not  much  at  all. 
If  you  already  own  an  HP-41,  all  you  need  is  the 
Forecaster  Module,  Manual,  and  Keyboard  Overlay. 
And  all  that  costs  is  just  $250. 

Or  you  can  buy  the  most-powerful  calculator  that 
Hewlett-Packard  has  ever  designed— the  HP-41CV— 
complete  with  the  Forecaster  Module,  Manual  and 
Overlay  for  $  460.  Want  the  manual  only,  just  to  see 
how  it's  done?  $20. 
All  prices  include  a  one-year  limited  warranty.  If 
you're  not  satisfied  with  the  Fore- 
caster Module,  you  may  return  it 
within  30  days  for  a  full  refund. 
And,  yes,  our  prices  do  include 
shipping  if  you  order  now.  So 
order  by  phone  or  mail,  from 
any  H-P  dealer  or  directly  from 
us.  Charge  it  on  your  Visa  or 
MasterCard  or  make  your  check 
payable  to  William  Finnegan 
Associates.  The  full  cost  is  tax- 
deductible. 

Why  wait?  Order  now  and  have 
your  very  own  stock  market  com- 
puter. And  do  more  than  keep  up 
with  the  Dow-Joneses. 
Stay  80  trading  days  ahead  of 


ItKzpiarkGt 
Forecaster. 


(VI 

COMPUTATION 

DEALER 

ORDER  YOUR  PERSONAL  STOCK  MARKET  COMPUTER  TODAY.  FAILURE  TO  DO  SO  MAY  BE  HAZARDOUS  TO  YOUR  WEALTH. 


To  order  by  mail,  send  this  form  with  your  check, 
money  order  or  credit  card  information  to: 

William  Finnegan  Associates,  Inc. 
21235  Pacific  Coast  Highway 
Malibu,  CA  90265 

To  order  by  phone,  call  (213)  456-5741. 


Name: 


Phone: 


Address: . 
City:  


.State: 


□  Check  or  money  order  enclosed. 

□  Visa  #  


□  MasterCard  #  

Quantity:  Description: 


.  Expires . 
.  Expires . 


Price: 


HP  41CV.  Forecaster  Module,  Manual  and 
Overlay®  $  460. 

Forecaster  Module.  Manual  and  Overlay 
@  $250 

Forecaster  Manual  only  @  $20  (deductible 
from  later  Market  Forecaster  purchase) 


 Zip:   In  Calif  ,  add  6%  sales  tax: 

Shipping  Included  In  all  prices.  Please  allow  2-3  weeks  for  delivery.  F-1  1  TOTAL: 


All  these  securities  bate  been  sold.  This  announcement  appears  <is  a  matter  of  record  only. 


New  Issues 


$300,000,000 
Georgia  Development  Authorities 

(Oglethorpe  Power  Corporation  Projects) 


$110,000,000 
Development  Authority  of 
Burke  County  (Georgia) 

Pollution  Control  Revenue  Bonds, 
Series  1982 
(Oglethorpe  Power  Corporation 
Vogtle  Project) 


$190,000,000 
Development  Authority  of 
Monroe  County  (Georgia) 

Pollution  Control  Revenue  Bonds, 
Series  1982 
(Oglethorpe  Power  Corporation 
Scherer  Project) 


The  Bonds  of  each  Authority  are  limited  obligations  of  such  Authority  payable  solely  from  and  secured  solely  by  a  pledge  of  revenues  derived  by  such  Authority  under  a  Loan 
Agreement  and  by  other  funds  pledged  under  an  Indenture.  The  obligation  to  make  payments  due  each  Authority  under  its  Loan  Agreement  is  evidenced  by  a  Note  which  is 
secured  on  a  parity  basis  under  a  first  mortgage  on  the  revenues  and  substantially  all  of  the  assets  of 

Oglethorpe  Power  Corporation. 


The  Bonds  are  dated  September  15,  1982,  due  January  L,  as  shown  below,  and  are  subject  to  redemption  as  described  in  the  Offering  Statement. 


In  the  opinion  of  Bond  Counsel,  based  on  existing  statutes,  regulations,  rulings  and  court  decisions,  interest  on  the  Bonds  is 
exempt  from  present  Federal  and  State  of  Georgia  income  taxation  as  set  forth  in  the  Offering  Statement, 


The  Bonds  and  the  interest  thereon  shall  not  be  deemed  to  constitute  a  debt  or  general  obligation  or  a  pledge  of  the  faith 
and  credit  of  the  State  of  Georgia  or  any  political  subdivision  thereof,  including  the  Authorities. 


*AMBAC  Insured 
tNot  ReofTered. 


Coupon 

Coupon 

Coupon 

Amount 

Due 

Rate 

Price 

Amount 

Due 

R.rle 

Price 

Amount 

Due 

R.ile 

Price 

51,580,000 

1986 

m% 

100% 

82,165,000 

1990 

9  % 

100% 

$4,985,000 

1994 

10  % 

100% 

1,700,000 

1987 

8 

100 

3,800,000 

1991 

91/4 

100 

5,485,000 

1995 

10.20 

100 

1,835,000 

1988 

81/2 

100 

4,150,000 

1992 

m 

100 

6,050,000 

1996 

10.40 

100 

1,990,000 

1989 

8% 

100 

4,545,000 

1993 

93/4 

100 

6,675,000 

1997 

10.60 

100 

$  29,725,000 
8100,315,000 
$  50,000,000 
$  30,000,000 
$  45,000,000 


107/8%  Term  Bonds  due  January  1,  2001-Price  99.50% 
1114%  Term  Bonds  due  January  1,  2008-Price  100% 
103/4%  Term  Bonds  due  January  1,  2010— Price  100%* 
8l/2%  Term  Bonds  due  January  1,  2011— N.R.t 
7%  Term  Bonds  due  January  1,  2012-N.R.t 

(Accrued  interest  to  be  added) 


Each  issue  of  the  Bonds  is  offered,  upon  validation  by  the  Superior  Courts  of  Burke  and  Monroe  Counties,  Georgia,  respectively,  subject  10  the  unqualified 
approving  opinion  of  King  6  Spalding  of  Atlanta,  Georgia,  Bond  Counsel.  Certain  legal  matters  will  be  passed  upon  for  the  Underwriters 
by  Mudge  Rose  Guthrie  &  Alexander  of  New  York,  New  York,  Counsel  to  the  Underwriters. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber  J.  C.  Bradford  &  Co.  Alex.  Brown  &  Sons 

Incorporated  Incorporated 

Clayton  Brown  &  Associates,  Inc.  Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert 

Securities  Corporation  lncorporarcd 

A.G.Edwards  &  Sons,  Inc.  Ehrlich-Bober  &  Co.,  Inc.  The  First  Boston  Corporation  Goldman,  Sachs  &  Co.  E.  F. Hutton  &  Company  Inc. 
Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb  Matthews  &  Wright,  Inc. 

Incorporated  Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group        Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc.       John  Nuveen  &  Co.      Refco  Partners 

Merrill  Lynch.  Puree.  Fenner  &  Smith  Incorporated  Incorporated 

Robinson-Humphrey/ American  Express  Inc.  L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers  Inc  Shearson/ American  Express  Inc. 
Thomson  McKinnon  Securities  Inc.  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 

September  30,  1982 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


The  market 
rally  isn't  enough  to 
cheer  consumers;  not 
with  10%  unemployed 


The  Fed 
is  definitely  not 
voting  Republican; 
it's  just  trying  to 
avert  a  crash 


Good  timing:  easing 
interest  rates  without 
touching  off  a  fresh 
round  of  inflation 


A  TIMID,  NERVOUS  RECOVERY 

By  itself  the  powerful  stock  market  recovery  won't  turn  consum- 
er confidence.  The  fact  of  unemployment  and  the  threat  of  it  remain 
powerful  incentives  to  consumer  caution.  Like  the  dawn  on  frightened 
feet,  consumers'  confidence  will  return  slowly,  timidly.  But  return  it 
will  and  the  stock  market  reversal  is  both  a  harbinger  and  assistance  to 
its  return.  So  look  for  a  somewhat  disappointing  Christmas  with  a 
better  mood  among  consumers  with  the  first  crocuses. 

There's  nothing  in  sight  to  produce  a  sprinting  recovery  rather 
than  an  ambling  one.  Interest  rates  haven't  come  down  enough  yet  to 
restore  housing  or  do  much  for  autos.  Faced  with  restive  taxpayers  and 
high  borrowing  costs,  state  and  local  governments  won't  be  helping 
the  recovery  much  in  its  early  stages — as  they  frequently  have  in  the 
past.  (For  example,  Michigan's  credit  has  dropped  so  low  that  it 
required  the  backing  of  a  letter  of  credit  from  a  group  of  Japanese  banks 
last  month  to  get  a  favorable  interest  rate  on  state  general  obligation 
notes.)  The  quickest  way  to  gauge  the  financial  health  of  the  states  is 
through  year-end  surpluses,  which  should  total  5%  of  the  budget.  This 
year  18  states  will  either  run  into  the  red  or  post  surpluses  of  1%  or 
less.  During  the  early  stages  of  the  next  upturn,  local  and  state 
government  spending  will  actually  fall  by  nearly  1%  in  real  terms, 
rather  than  rise.  "Yet  another  reason  that  the  pickup  won't  be  robust," 
points  out  Merrill  Lynch  chief  economist  Jack  Lavery. 

Don't  expect  a  fast  recovery  on  the  grounds  that  the  Federal  Reserve 
is  trying  to  buy  a  Republican  election  victory.  This  may  have  happened 
before.  It  isn't  now.  Most  of  the  decline  in  rates  is  attributable  to  a  drop 
in  credit  demand;  like  any  commodity,  money  experiences  a  decline  in 
price  (the  interest  rate)  when  demand  falls.  Why  is  business  borrowing 
less?  Because  it  is  tightening  inventories  and  cutting  capital  spending. 
Also,  the  banks  are  being  choosier  lenders.  To  the  extent  that  the  Fed 
has  eased,  it  has  done  so  to  avert  a  financial  panic  rather  than  to  pump 
up  the  economy  artificially.  And  the  "easing,"  far  from  pushing  mas- 
sive reserves  into  the  system — which  would  have  a  delayed  inflation- 
ary effect — have  taken  the  largely  symbolic  form  of  cuts  in  the  discount 
rate.  Call  it  jawboning  for  lower  money  rates. 

Something  to  cheer  about:  It  was  widely  feared  on  Wall  Street 
that  cheaper  money  would  set  inflation  on  fire  again.  It  hasn't.  And 
with  good  reason.  Most  businesses  and  households  are  too  worried 
about  staying  alive  financially  to  fear  inflation.  So,  there's  no  rush  to 
inflation  hedges.  Debt  is  out  of  fashion  once  more.  Cash  is  in.  With 
industry  running  at  69%  of  capacity,  the  economy  can  recover  a  long 
way  without  touching  off  renewed  inflationary  expectations. 

What  is  the  stock  market  saying  with  its  30% -plus  rally?  That  a 
gradual  recovery  is  better  for  the  economy  than  a  roaring  comeback 
would  be.  The  market  is  not  so  much  forecasting  a  fast  improvement 
in  corporate  earnings  as  it  is  heralding  a  healthier  economy  in  1983  and 
beyond — healthier  than  we  have  known  since  the  early  Sixties. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 


160- 


145- 


The  long  wait  continues.  The  Forbes  Index  is  still  not 
showing  signs  of  an  impending  economic  recovery.  Indus- 
trial production,  a  leading  indicator,  declined  0.6%  in 
September,  vs.  a  0.5%  fall  in  August.  It  is  some  3%  lower 
than  that  of  the  1980  recession. 
A  little  encouragement,  however,  comes  from  the  1% 


gain  in  retail  sales  for  September.  This  is  on  the  heels  of  a 
1%  decline  for  August.  On  the  other  hand,  net  credit 
outstanding  was  down  to  $66  million  from  $570  million  in 
the  previous  month.  Consumers  are  liquidating  rather 
than  taking  on  more  debt — a  sign  that  they  are  still  not 
prepared  to  help  the  economy  get  back  on  its  feet. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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WORD  TO  THE  WEALTHY 

WING  ONE'S  CAKE  AND  EATING  IT  TOO  IS  LARGELY  A  MATTER 
:  PROPERLY  MANAGING  THE  ENTREPRENEUR'S  COMPLETE  CYCLE 
WEALTH.  FROM  ITS  CREATION,TO  ITS  INVESTMENT,  TO  ITS 
)NSERVATION  FOR  ONE'S  ESTATE. 

CITIBANKS 


Citibank,  N.A.,  Member  FDIC 


PRIVATE  BANKING  &  INVESTMENT 


Introducing  The  Omega  Titanium. 

Like  no  other  wristwatch  on  earth 
because  it's  fashioned  from  a  space  age 
metal.  Titanium.  Extremely  light  yet 
incredibly  strong. 

Water-resistant  to  400  feet,  the 
Titanium  features  18K  inlaid  gold  and 
a  scratch-resistant  sapphire  crystal. 

To  find  out  where  you  can  acquire 
one,  write  to  us.  We're  at  301  East  57th 
Street,  New  York,  10022. 

Two  floors  above  Rolls  Royce. 


o 

OMEGA 


In  Canada,  write  to:  Omega  Watch  Company  (Canada)  Ltd./Ltee., 
70  Wynf ord  Drive,  Don  Mills,  Ontario  M3C  1J9. 


The  1983  Chrysler  New\brker  Fifth  Avenue 
-complete  with  43  luxury  features  standard- 
is  the  best  luxury  car  value  in  America.  $12,487* 


The  sleek,  contemporary-sized  New  Yorker  Fifth  Avenue 
carries  on  the  distinguished  Chrysler  traditions  of  engineer- 
ing excellence  and  luxury  in  abundance. 

Luxury  Abounds. 

The  New  Yorker  Fifth  Avenue  is  completely  equipped 
with  43  standard  luxury  features:  •  60/40  Cloth  &  Vinyl  Seats 
with  Passenger  Recliner  •  Air  Conditioning  •  Automatic 
Transmission  •  Electronic  Ignition  •  Power  Steering  •  Power 
Front  Disc  Brakes  •  WSW  Steel  Belted  Radials  •  Premium 
Wheel  Covers  *  AM  Radio  •  Electronic  Digital  Clock  •  Special 
Sound  Insulation  •  Maintenance  Free  Battery  •  Galvanized 
Steel  for  Corrosion  Protection  •  Front  Torsion  Bar  Suspension 
System  •  Rear  Window  Defroster  •  Halogen  Headlamps  •  Dual 


Remote  Mirrors*  Premium  Plush  Pile  Carpeting  'Tinted  Glasj 
•  Trunk  Dress  Up  •  Trip  Odometer  •  Warning  &  Interior  LigM 
Packages  •  Bumper  Rub  Strips  &  Guards  •  Padded  Landaj 
Vinyl  Roof  •  Warning  Chimes  •  And  18  additional  features. 

5  Years/50,000  Miles  Protection. 

One  more  feature  is  standard  at  no  charge:  Protectior 

Your  engine,  drivetrain  and  transmission  i  

are  protected  for  5  years/50,000  miles,  and 
the  entire  outer  body  is  protected  against 
rust-through  for  the  same  period.  See  your 
dealer  for  details.  With  such  protection, 
this  is,  indeed.  The 
Complete  One. 


24  si  18 


EPA 

EST. 
MPG.t 


Chrysleri 


Weve  Re-EngineeredThe  American  Luxury  Car. 

The  NewChrysler  Corporation  Quality  EngineeredTo  Be  The  Best 


BUCKLE  UP  FOR  SAFE! 


3g^e  rticker  price  excluding  taxes,  title  and  destination  charges.  "5  years  or  50,000  miles,  whichever  comes  first.  Limited  warranties  Deductible  may  be  required.  tUse  EPA  estimated  MPG 
:>rripa(ison  Actual  mileage  may  differ  depending  on  speed,  trip  length  and  weather.  Actual  highway  mileage  lower.  CA  est.  lower. 


Forbes 


Now  that  football  has  been  computerized, 
does  the  coach  have  any  more  excuses? 


Plugged  in 
pigskin 


By  Stephen  Kindel 


IF  YOU  HAVE  EVER  WATCHED  pro 
football  and  wondered  why  the 
head  coach  generally  seems  to  be 
standing  on  the  sidelines  not  doing 
much  of  anything,  it's  because  he's 
listening.  Not  to  the  roar  of  the  crowd 
or  for  the  quarterback's  ability  to  yell 
out  signals.  The  coach  is  listening 
over  his  headphones  to  a  battery  of 
assistants  who  sit  in  a  booth  high 
above  the  playing  field.  This  group 
watches  the  flow  of  play  and  makes 
constant  suggestions  for  adjustments. 
The  options  they  present  the  coach 
come  not  from  their  fertile  minds, 
though,  but  from  a  computer. 

At  the  start  of  the  1982  football 
season,  most  of  the  28  teams  in  the 
NFL  were  using  computers  for  game 
analysis.  The  reasons,  says  former 
Kansas  City  Chiefs  coach  Hank 
Stram,  go  beyond  the  analytical  capa- 
bilities of  computer  programs.  They 
are  also  a  tool  to  help  overcome  some 
of  the  drudgery  of  coaching.  "Before 
computers  it  would  take  the  coaching 
staff  14  to  16  hours  of  physical  work 
to  get  the  game  plan  ready.  Now,  after 
a  game,  or  on  the  plane  home,  we  go 
over  the  down  and  distance  sheets, 
and  convert  each  play  into  a  single 
line  of  information  that  tells  us  every- 
thing that  happened  in  that  play. 
Then  we  stick  it  in  the  computer  and 
get  out  what  we  want." 

What  Stram  and  his  colleagues  get  is 
an  almost  bewildering  selection  of 


■ 


C: 

Bill  Walsh  of  the  San  Francisco  49ers 
"The  game's  become  so  complex." 

play  alternatives  and,  more  important, 
control  of  the  game.  Stram  does  play 
analysis  for  CBS  and  consulting  for 
Qantel,  a  Haywood,  Calif,  computer 
maker  (and  division  of  $334  million 
Mohawk  Data  Sciences)  that  supplies 
11  of  the  NFL's  clubs.  "We  have 
learned, "  he  says,  "that  we  get  the  ball 
an  average  of  68  plays  per  game.  These 
break  down  to  a  certain  number  of 
first-  ,  second-  and  third-down  situa- 


tions. Every  time  a  play  takes  place, 
we  can  compare  its  performance  and 
execution  not  only  to  how  that  play 
worked  in  the  past,  but  to  the  needs  of 
our  entire  game  plan.  If  we  see  we've 
been  passing  too  much,  the  computer 
helps  us  correct  that  and  reminds  us 
we  have  a  running  game.  It  also  helps 
us  make  adjustments  more  quickly. 
The  game  has  become  so  complex  that 
if  you  wait  for  halftime  to  adjust, 
you've  already  lost." 

Five  of  last  year's  six  division-win- 
ning NFL  teams  used  Qantel's  Sports- 
Pac  program.  One  of  them,  Bill 
Walsh's  unheralded  San  Francisco 
49ers,  prepared  for  its  winning  Super 
Bowl  game  in  part  by  using  the  com- 
puter-generated data  about  its  oppo- 
nent's offenses  and  defenses. 

Stram's  use  of  computers  in  foot- 
ball goes  back  to  1948,  when  he  was  a 
coaching  assistant  at  Purdue  Univer- 
sity. While  there  he  did  some  of  the 
early  work  on  quantitative  analysis  of 
the  performance  of  football  players 
and  play  execution.  During  that  sum- 
mer, his  boss  attended  a  coaching 
clinic  at  Princeton.  Princeton's  coach, 
a  mathematician,  had  been  experi- 
menting with  computers.  The  univer- 
sity's mathematicians  were 
doing  work  in  game  theory. 
Stram's  coach  took  this  ana- 
lytical tool  back  to  Purdue, 
and  Stram  began  to  use  it 
wherever  he  went;  by  the 
time  he  reached  the  pros  as 
coach  of  the      ^  ^   

S  Dallas  Texans, 

which  became  the  Kansas 
City  Chiefs  in  1963,  he  had 
become  recognized  for  complex, 
sophisticated  offenses.  The  multiple 
offensive  set — a  variety  of  plays  out  of  a 
single  formation — is  Stram's  major 
contribution  to  the  game. 

Qantel  already  had  a  reputation  for 
hardware/software  packages  in  such 
industries  as  shoe  merchandising  and 
insurance.  Stram  and  Qantel  believe 
Sports-Pac  has  a  future  not  only  in  the 
pros,  but  at  the  college  and  even  high 
school  level.  "It  helps  schools  with 
recruiting,  which  is  getting  more  ex- 
pensive every  year.  Schools  look  at 
more  players  this  way  and  select  ex- 
actly who  they  need  to  complement 
their  strategies." 
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Stram  acknowledges  that  there  is 
another  major  beneficiary  of  the  trend 
toward  computerization:  the  odds- 
makers.  "I  wouldn't  be  surprised  if 
the  major  Las  Vegas  hotels  didn't  have 
some  sort  of  computerization  that  fol- 
lowed the  plays  the  way  we  do,"  says 
Stram.  When  millions  are  wagered 
each  week,  it's  only  natural  that  the 
bookmakers  use  the  most  up-to-date 
tools  to  keep  their  edge.  And  if  the 
bookies  aren't  using  computers  now, 
says  Stram,  they  may  soon  have  no 


choice.  Qantel  will  sell  its  Sports-Pac 
to  just  about  anyone  wishing  to  pay 
$12,000  to  $100,000  for  an  installa- 
tion. The  price  depends  on  the 
amount  of  hardware  and  the  number 
of  programming  elements.  Add  the 
cost  of  a  home  satellite  ground  station 
and  a  dozen  videotape  machines  to 
pick  up  an  entire  Sunday's  games — 
perhaps  another  $15,000 — and  you 
have  the  makings  of  a  high-stakes  bet- 
ting coup.  Or  a  novel  about  one.  Irving 
Wallace,  call  your  agent.  ■ 


Rev  up  the  worthless  swampland,  cue  the 
numbered  cattle  and  boxcars — investors 
are  looking  for  tax  shelters  again.  But 
some  haven  t  forgotten  1974. 

These  rich 
are  different: 
They  sue 


finished  real  estate  developments. 
Mostly  they  lick  their  wounds  in  si- 
lence and  rationalize  that  much  of  the 
money  would  only  have  gone  to  the 
IRS.  Mostly,  but  not  always. 

A  month  or  so  ago  the  U.S.  Trust 
Co.  and  Laventhol,  Krekstein,  Hor- 
wath  &  Horwath,  an  accounting  firm, 


By  Priscilla  S.  Meyer 


Sometimes  the  rich  really  do 
things  differently.  Each  time 
the  stock  and  bond  markets  ral- 
ly, wealthy  investors  hunt  for  tax 
shelters,  and  some,  inevitably,  end  up 
with  dry  holes  in  the  ground  and  un- 


Investor  Jay  Herman 

"I  didn't  spend  all  these  years  becoming  successful  to  be  put  down.' 


anted  up  a  $2  million  settlement  to  95 
wealthy  investors  who  were  stung  in 
an  early  1970s  real  estate  tax  shelter 
selected  for  them  through  something 
called  Plan  Five,  a  U.S.  Trust  tax-shel- 
ter program  for  blue  chip  investors — 
primarily  corporate  executives  and 
entrepreneurs.  The  investors  persist- 
ed through  eight  years  of  litigation  in 
federal  court  in  Arizona,  429  separate 
legal  proceedings  and  $600,000  in  le- 
gal fees.  All  139  original  investors  in 
Western  Properties  Limited  Partner- 
ship, the  ill-fated  development,  were 
offered  the  chance  to  opt  out  of  the 
class  action.  Nearly  100  did  not.  As  a 
result,  last  month  an  $18,274.20 
check  was  mailed  to  Archie  McCar- 
dell,  former  chairman  of  International 
Harvester;  $6,526.51  to  William 
Chaney,  president  of  Avon; 
$32,632.61  to  Peter  Detwiler,  vice 
chairman  of  E.F.  Hutton;  $3,915.91  to 
Louis  Laun,  former  deputy  adminis- 
trator of  the  Small  Business  Adminis- 
tration; $13,053.00  to  John  Filer, 
chairman  of  Aetna  Life  &.  Casualty; 
and  similar  amounts  to  a  mailing  list 
that  reads  as  if  it  came  from  Who's  Who 
in  American  Business. 

So  much  for  the  old  boy  network. 
Whatever  would  produce  this  un- 
sportsmanlike behavior  among  the 
corporate  mighty  against  a  129-year- 
old  institution  like  U.S.  Trust,  which 
is  practically  the  core  of  Eastern  es- 
tablishment? Surely  it  was  not  the 
money — such  amounts  are  piddling  to 
the  type  of  investor  in  Plan  Five. 

What  apparently  angered  many  of 
the  investors  was  a  seemingly  cavalier 
attitude  from  the  investment  adviser 
when  the  deal  went  sour.  Western 
Properties  programs  began  in  1972 
and,  by  April  1974,  the  annual  pro- 
grams appeared  to  be  progressing  nice- 
ly, according  to  the  quarterly  mailing 
to  investors  from  Plan  Five.  Then,  two 
months  later,  a  mailing  from  a  Plan 
executive  told  them  that  not  only  was 
Western  Properties  in  a  "precarious" 
financial  position,  but  the  developer 
and  general  partner  also  had  "drawn 
down"  funds  for  purposes  other  than 
the  construction  of  the  partnership's 
properties,  and  investors  must  ante  up 
$1.6  million  more  to  keep  the  partner- 
ship operating.  Tax  lawyers  advised, 
meanwhile,  that  to  remove  the  devel- 
oper (even  though  he  had  diverted  the 
funds)  would  be  to  lose  the  tax  advan- 
tages, and  for  investors  to  take  any 
active  role  in  the  project  like  interven- 
ing or  taking  control  would  be  to  fur- 
ther threaten  tax  benefits. 

The  bank  reckoned,  however,  with- 
out understanding  that  in  this  go- 
round  it  was  dealing  not  with  laid- 
back  heirs  to  old-line  fortunes,  but 
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with  a  collection  of  top  corporate  ex- 
ecutives and  entrepreneurs.  In  rapid- 
fire  succession  a  class  action  was  filed 
in  New  York,  another  was  filed  by  two 
Merrill  Lynch  executives  who  were  in 
the  partnership,  and  a  third  investor 
marched  in  with  "workout"  special- 
ists in  an  attempt  to  save  at  least  some 
of  the  projects.  Tax  benefits  and  the 
old  boy  network  be  damned. 

"I  didn't  spend  all  these  years  be- 
coming financially  successful  to  be 
put  down  and  ignored,"  says  Jay  Her- 
man, the  investor  who  represented 
the  other  investors  in  Western  Proper- 
ties in  the  class  action.  "I  was  just  so 
angry  that  one  of  the  most  prestigious 
banks  in  the  country — to  whom  I  paid 
substantial  advisory  fees — blithely 
came  back  and  said  to  me,  'Something 
happened  and  we  need  more  money.' 
That  'something'  was  that  the  bank 


didn't  do  its  job  and  the  dollars  inves- 
tors had  put  into  this  program  had 
been  misappropriated." 

Herman's  reward  for  the  eight-year 
legal  battle  was  a  check  for  $13,053.28 
in  settlement  of  his  $35,000  invest- 
ment in  Western  Properties.  That 
comes  out  to  less  than  he  could  have 
made  on  a  good  day  in  his  regular 
business,  trading  cotton. 

U.S.  Trust,  meanwhile,  has  no  com- 
ment on  the  settlement,  Western 
Properties  or  its  investors.  In  fact, 
Plan  Five — a  program  begun  in  1969 
to  lure  rich  corporate  executives  into 
the  bank  and  possibly  attract  some  of 
their  corporate  dollars — has  come  to  a 
screeching  halt,  partly  as  a  result  of 
Western  Properties. 

The  moral:  If  you  are  about  to  ped- 
dle risky  tax  shelters,  watch  out  for 
the  rich.  They  sue.  ■ 


Congress  thought  it  was  helping  small 
banks  and  S&Ls  by  letting  them  offer  mon- 
ey fund  accounts.  When  the  dust  settles,  it 
may  have  done  jvist  the  opposite. 

If  you  can't 
beat  'em, 


buy  'em 


By  Richard  L.  Stern 


I'n  the  middle  of  last  month  Presi- 
dent Reagan  signed  a  law  that  is 
isupposed  to  reorder  the  nation's 
financial  system.  Among  other  things 
it  lets  banks  and  savings  and  loan 
associations  compete  directly  with 
money  market  funds.  Just  how  these 
new  accounts  will  work  is  not  yet 
clear,  since  the  law  leaves  the  details 
up  to  a  six-man  government  commit- 
tee. Still,  no  one  doubts  the  intent  of 
Congress:  to  keep  banks  and  thrifts 
from  losing  even  more  of  their  assets 
to  the  money  funds. 

That  may  happen,  but  money  fund 
managers  are  far  more  sophisticated 
and  fast-moving  adversaries  than 
many  bankers  realize.  To  begin  with, 
40%  of  the  $224.7  billion  in  money 
funds  is  in  brokerage-related  ac- 
counts. These  funds  are  either  man- 
aged directly  by  such  firms  as  Merrill 


Dreyfus  Chairman  Howard  Stein 
Not  about  to  be  left  behind. 

Lynch  and  Shearson/ American  Ex- 
press or  provided  through  a  registered 
representative  as  high-yield  parking 
for  a  client's  idle  balances.  Aggressive 
investment  companies  like  Dreyfus 
Corp.  and  Fidelity  Management  Ser- 
vices also  have  thousands  of  money 
fund  customers.  To  them  and  to  the 
brokers,  these  people  are  a  source  of 
demand  for  other  products.  They  will 
not  let  them  go  without  a  fight. 


Now  consider  this:  If  the  new  bank- 
related  money  fund  equivalents  are 
successful — either  because  of  higher 
yields  or  the  availability  of  FDIC  or 
FSLIC  insurance,  protection  money 
funds  cannot  provide — there  is  the 
distinct  possibility  that  both  the 
brokers  and  the  fund  managers  can 
circumvent  the  regulatory  system  and 
compete  even  up  with  the  bankers. 
How?  Buried  in  the  fine  print  of  the 
financial  pages  last  month  was  an  an- 
nouncement that  Dreyfus  Corp.  was 
quietly  arranging  to  buy  the  tiny  Lin- 
coln State  Bank  of  East  Orange,  N.J. 

What  does  an  investment  manage- 
ment company  with  $26  billion  in 
assets  want  with  a  bank  barely  0.1% 
its  size?  Dreyfus  Chairman  Howard 
Stein  isn't  saying,  but  quick  minds 
can  reach  a  few  quick  conclusions.  By 
selling  off  Lincoln  State's  loan  portfo- 
lio, Dreyfus  can  bypass  federal  laws 
that  prevent  mutual  funds  from  own- 
ing institutions  that  both  accept  de- 
posits and  lend  money.  But  Lincoln 
State  will  still  be  a  bank  in  every 
other  sense.  And  suppose  Dreyfus  can 
figure  out  a  way  to  channel  its 
990,000  money  fund  accounts 
through  its  captive  bank.  Presto, 
FDIC  insurance. 

Massachusetts-based  Fidelity  may 
already  be  one  step  ahead.  It  formed  a 
trust  company  two  years  ago  to  help 
compete  for  pension-fund  pooled  ac- 
counts and  to  act  as  a  transfer  agent. 
Putnam,  another  Boston  fund,  was  re- 
cently granted  a  trust  charter,  and  Re- 
serve Fund  Chairman  Bruce  Bent  says 
he,  too,  may  soon  buy  a  bank.  That 
may  become  standard  practice  for 
money  fund  managers. 

There  is  a  similar  competitive 
threat  from  the  brokerage  firms. 
Shearson/American  Express,  for  ex- 
ample, acquired  the  Boston  Safe  De- 
posit Trust  Co.  last  year  when  it 
bought  The  Boston  Co.,  and  to  com- 
ply with  federal  law  it  quickly  dis- 
posed of  its  commercial  loan  portfo- 
lio. Meanwhile,  Dean  Witter  Reyn- 
olds, a  subsidiary  of  Sears,  Roebuck, 
owns  Allstate  Savings  &.  Loan  in  Cali- 
fornia. S&Ls  don't  fall  under  the  bank 
holding  act,  explains  Philip  Purcell  of 
Dean  Witter  Financial  Services 
Group,  who  predicts  a  rush  of  S&.L 
acquisitions  by  other  big  brokers  (see 
Faces  Behind  Tfje  Figures,  p.  239).  A 
special  lure:  The  new  law  allows 
banks  and  thrifts  to  pay  commissions 
to  brokers  who  bring  in  big-ticket  cer- 
tificates of  deposit. 

While  fund  managers  and  brokers 
are  gobbling  up  banks,  some  bankers 
are  pulling  a  few  tricks  of  their  own. 
One  possibility  is  the  availability  of 
full-fledged   cash   management  ac- 
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counts,  similar  to  the  products  now 
being  marketed  by  Merrill  Lynch  and 
other  Wall  Street  firms.  John  P.  Ha- 
mill,  for  example,  president  of  Bos- 
ton's Shawmut  Corp.,  says,  "We'll  of- 
fer a  full  range  of  bells  and  whistles, 
including  discount  brokerage  tax  man- 
agement, built-in  lines  of  credit  and 
IRA  or  Keogh  services." 

One  other  possible  wild  card:  the 
31,000  automatic  teller  machines  that 
banks  have  installed  nationwide.  As 
long  as  customers  need  cash,  they  will 
pay  something  for  the  convenience  of 
these  units.  If  banks  can  charge  for 
access  to  them  in  a  way  that  brings  in 
money  market  depositors,  brokerage 
firms  and  mutual  fund  managers  will 
have  a  tough  time  competing  in  kind. 

Even  as  banks  and  thrifts  scramble 
to  broaden  their  product  mix,  there  is 
the  nagging  threat  that  the  new  high- 
er-yield accounts  will  hurt  more  than 
help.  At  the  moment  there  is  nearly 
$350  billion  in  5%  to  6%  passbook 


By  Howard  Banks 

A maritime  ripoff!"  cried  Sena- 
tor Howard  Metzenbaum 
k(D-Ohio)  of  the  recent  350-to- 
33  passage  in  the  House  of  a  bill  to 
shelter  the  U.S.  shipping  industry 
from  antitrust  attack.  Metzenbaum 
will  try  to  block  its  passage  in  the 
coming  lame  duck  session  of  the  Sen- 
ate. His  objection,  like  that  of  a  flurry 
of  editorials  in  major  publications,  is 
that  the  proposed  legislation  would 
strengthen  the  antitrust  immunity  of 
American  shipping  lines,  and  foreign 
ones  competing  for  U.S.  trade,  belong- 
ing to  global  shipping  cartels,  called 
"conferences." 
And  indeed  it  would. 
Citing  a  recent  report  from  the  Gen- 
eral Accounting  Office,  the  senator 


savings  and  another  $96  billion  in 
low-interest  NOW  accounts.  If  the 
lure  of  the  new  money  fund  substi- 
tutes causes  many  of  these  customers 
to  switch,  the  cost  of  funds  will  rise 
dramatically  at  most  institutions. 

What's  the  bottom  line?  So  far,  no 
one  can  read  it  clearly.  But  these  ten- 
tative conclusions  seem  bound  to 
hold.  Large  sums  are  not  about  to  rush 
suddenly  out  of  traditional  money 
funds  and  into  bank-related  accounts. 
But  don't  expect  money  funds  to  con- 
tinue their  double-digit  growth  rates 
either.  The  biggest  losers  in  both  in- 
dustries will  be  the  small  banks  and 
small  fund  managers  that  can't  afford 
to  offer  broadly  packaged  services. 

The  new  law  is  yet  another  step 
toward  broader  competition  in  finan- 
cial services — what  the  reformers  like 
to  call  a  "level  playing  field."  The 
closer  the  industry  moves  to  this  en- 
vironment, the  more  likely  little  guys 
will  be  knocked  off.  ■ 


and  his  fellow  opponents  claim  the 
U.S.  merchant  marine  is  in  solid  fi- 
nancial health  and  does  not  need  the 
protection  of  cartels. 

Unfortunately,  this  is  not  the  case. 
The  U.S.  may  be  the  most  important 
maritime  trader  in  the  world  ($300 
billion  in  1981),  but  only  about  a 
fourth  of  the  $135  billion  container- 
ized liner  trade  is  carried  in  American 
bottoms.  There  are  nine  U.S. -flag  car- 
riers, and  eight  are  subsidized  to  the 
tune  of  $300  million  a  year  for  the 
greater  cost  of  using  an  American 
crew — averaging  $2.5  million  per 
year — as  opposed  to  a  foreign  one. 
Only  one  major  line,  the  Sea-Land 
Service  Inc.  subsidiary  of  R.J.  Reyn- 
olds Industries,  is  not  subsidized.  Sea- 
Land  Chairman  Charles  Hiltzheimer 
predicts  his  company,  with  its  diesel- 


powered  fleet  of  containerships  and 
huge,  well-located  terminals,  will  net 
around  $150  million  from  operations 
in  fiscal  1981,  up  from  $103  million, 
despite  massive  world  overcapacity 
and  consequent  rate-cutting. 

How  does  Hiltzheimer  feel  about 
the  proposed  legislation?  With  or 
without  it  at  least  two  U.S.  carriers 
could  go  out  of  business  fairly  soon, 
he  says,  and  if  the  crew  subsidy  were 
to  end,  "it  would  destroy  several  carri- 
ers within  five  or  six  months." 

That  worries  big  U.S.  exporters, 
which  is  why  organizations  represent- 
ing 80%  of  the  value  of  goods  traded 
abroad  support  the  proposed  legisla- 
tion. "Even  if  we  were  left  with  four 
large  American  carriers,  we  would 
have  a  devil  of  a  job  dealing  with 
state-funded  foreign  carriers,"  says 
Clifford  Sayre,  director  of  internation- 
al transportation  at  Du  Pont.  "We 
would  soon  be  in  trouble  on  rates." 

Hiltzheimer  scoffs  at  the  idea  that 
the  U.S.  merchant  marine  is  in  solid 
shape:  "The  U.S.  fleet  is  down  to  176 
ships  this  year  and  ranks  eighth  in  the 
world  [down  from  585  ships  in  1967, 
when  the  U.S.  ranked  second).  Only 
76  are  containerships,  of  which  just 
17  are  fully  modern,  large  diesel- 
powered  ones.  Around  100  ships  need 
replacing,  at  a  cost  of  $5  billion  or  so, 
because  they  are  too  small,  too  old 
[over  20]  or  have  fuel-guzzling  steam 
turbine  engines."  But  there  is  no  mon- 
ey to  replace  those  ships.  The  Reagan 
Administration  has  blocked  a  con- 
struction subsidy  for  U.S.  shipping 
lines  to  build  domestically. 

For  generations  the  U.S.  merchant 
marine  has  complained  about  being  at 
a  disadvantage  in  terms  of  competing 
with  foreign  shipping  lines.  While 
participation  in  the  cartel-confer- 
ences was  approved  in  1916  for  the 
U.S.  lines,  the  Justice  Department  has 
interfered  constantly,  particularly  in 
the  Sixties.  The  new  bill  would  curb 
Justice's  responsibilities  but  toughen 
sanctions  on  illegal  price-fixing.  It 
would  retain  the  idea  of  "independent 
action,"  allowing  members  to  cut 
rates  to  compete  with  lower  rates  set 
by  carriers  operating  outside  the  con- 
ference. Sensibly,  the  bill  would  per- 
mit U.S.  exporters  to  form  councils 
for  the  purpose  of  negotiating  with 
the  shipping  lines — a  common  prac- 
tice in  other  countries.  Also  proposed 
were  contractual  arrangements,  such 
as  discounts  for  large  shipments  or 
minimum  tonnage  requirements  on 
long-term  contracts,  that  would  bet- 
ter enable  shipping  lines  to  hang  on  to 
major  exporters.  For  the  first  time  in- 
termodal  rates  that  combine  sea  and 
land  transport  would  be  permitted. 


A  bill  before  the  Senate  would  enable  U.S. 
shipping  lines  to  play  harder  ball  with  the 
competition.  It  deserves  support. 

Facing  reality 
at  sea 
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But  perhaps  the  most  adventurous 
part  of  the  bill  is  the  proposal  that  the 
American  shipping  lines  might  more 
easily  share  capacity.  Hiltzheimer,  for 
instance,  would  love  to  lease  part  of 
his  currently  underutilized  terminals 
to  other  carriers.  In  Europe,  where 
this  practice  is  commonplace,  the  re- 
sult appears  to  be  an  improved  use  of 
capacity  and  lower  rates,  especially 
on  those  routes  where  conference 
lines  operate. 

Perhaps  the  biggest  hurdle  the  pro- 
posed legislation  has  yet  to  face  is  the 
question  of  policing.  Two  years  ago 
the  Justice  Department  found  all 
North  Atlantic  conference  carriers 
guilty  of  price-fixing  and  in  all  made 
them  pay  out  $50  million  in  settle- 


Sea-Land's  Charles  Hiltzheimer 

His  company's  strong;  others  aren't. 

ments.  Trouble  is,  the  Federal  Mari- 
time Commission's  record  of  policing 
the  industry  is  not  very  impressive. 

Those  in  the  Reagan  Administra- 
tion who  think  U.S.  shipping  lines 
should  be  deregulated,  as  were  the 
airlines,  are  overlooking  not  just  the 
weaker  competitive  posture  of  U.S. 
shipping  lines  but  also  an  increasingly 
hostile  environment  in  the  Third 
World,  which  through  the  United  Na- 
tions Conference  on  Trade  &  Devel- 
opment and  such  devices  as  govern- 
ment-controlled export  licenses  are 
attempting  to  squeeze  independent 
carriers  out  of  their  market. 

Others  calling  for  bilateral  agree- 
ments should  look  carefully  at  the 


discouraging  track  record  of  those 
contracts.  Because  there  is  no  compe- 
tition, says  Du  Pont's  Sayre,  "they  are 
the  last  to  containerize,  since  each 
country's  carrier  knows  it  will  get  half 
the  trade  anyway." 

Repugnant  as  cartels  may  be,  at 
least  the  bill  presently  before  the  Sen- 


ate holds  on  to  some  elements  of  inde- 
pendent competition.  Given  the  sorry 
state  of  American  shipping,  the  alter- 
natives seem  much  worse:  further 
loss  of  market  share;  increasingly 
higher  rates  as  governments  continue 
to  carve  up  world  trade;  and  massive 
increases  in  maritime  subsidies.  ■ 


Payoffs  in  the  new  high-technology  busi- 
nesses don 't  come  in  barrels  per  day,  and 
that  makes  oilmen  nervous. 


Next  for  Texas 


By  Toni  Mack 


In  Midland,  Tex.,  home  of  the 
Permian  Basin  Petroleum  Muse- 
um and  Hall  of  Fame,  it's  the  end 
of  a  long  day  of  hunting  for  hydrocar- 
bons. But  oilmen  John  Wood  and  Wal- 
ter Locker  are  less  interested  in  talk- 
ing about  their  wells  than  about  the 
artificial  heart  they  have  invested  $2 
million  in.  "It's  very  exciting,"  urges 
Wood,  a  slow-talking  man  with  a  face 
the  burnt-pink  hue  of  a  desert  sunset. 
"The  most  exciting  thing  to  Walt  and 
me  was  when  we  went  to  the  oper- 
ation where  they  put  that  heart  in  a 
calf."  "A  Nubian  goat,"  corrects 
Locker. 

Oilmen,  artificial  hearts  and  Nubi- 
an goats — an  unlikely  combination, 
but  part  of  a  slow  process  that  may 
eventually  wean  Texas  off  crude  oil. 
Some  23%  of  the  state's  revenues  and 
13%  of  Texas  wages  flow  directly 
from  oil  and  gas,  not  including  the  pay 
of  accountants,  rigmakers,  landlords 
and  such.  Now,  owing  in  large  part  to 
the  oil  glut,  unemployment  in  Texas 
has  hit  8.4%,  presenting  a  convincing 
argument  for  diversification. 

Can  one  sort  of  prosperity  be  trans- 
formed into  another?  Consider  Vitek 
Inc.  In  1965  Charles  Homsy  was  a 
chemical  engineer  managing  sales  of 
Du  Pont's  new  Teflon  polymers  in 
Houston.  When  he  took  his  daughter 
to  visit  a  local  orthopedist,  he  struck 


up  a  conversation  about  Teflon's 
medical  potential.  Six  months  later 
he  left  Du  Pont  to  design  and  direct  a 
research  laboratory  at  Methodist  Hos- 
pital in  the  Texas  Medical  Center. 

The  medical  center,  a  complex  of  30 
hospitals,  labs,  clinics  and  schools, 
has  long  been  Houston  oilmen's  best- 
loved  philanthropy.  Petrodollars  have 
built  well  ovei  a  third  of  its  $1  billion 
physical  plant.  Homsy  set  up  shop  at 
the  Fondren  Orthopedic  Center, 
named  for  a  founder  of  Humble  Oil 
(now  part  of  Exxon),  and  oil  donations 
fueled  his  research.  The  result  was 
Proplast,  a  material  for  bone  replace- 
ments. Homsy's  Vitek,  itself  20% 
capitalized  by  oil  money,  will  sell 
about  $1.5  million  worth  of  Proplast 
and  Proplast-sheathed  hip  and  jaw 
bones  this  year.  Meanwhile  royalties 
from  Vitek  fund  more  research  at  the 
orthopedic  center. 

Oilman  George  Mitchell  of  Mitch- 
ell Energy  &.  Development  hopes  to 
catalyze  the  same  sort  of  transforma- 
tion in  Mitchell  Energy's  planned 
community,  the  Woodlands.  Mitch- 
ell, his  wife  and  his  company  have 
donated  650  acres  and  $8.4  million 
toward  a  2,000-acre  research  park  30 
miles  north  of  Houston.  Plans  call  for 
two  laboratories — for  the  medical 
center  and  for  Rice  University  and 
two  state  schools — plus  a  satellite 
campus  of  the  University  of  Houston. 

"The  people  at  the  medical  center 
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told  us  they  had  probably  100  patent- 
able ideas,"  says  Mitchell.  "The  uni- 
versities are  in  a  similar  position." 
Newborn  ventures  can  incubate  for 
two  years  in  Woodlands-subsidized 
facilities.  Mitchell  Energy  will  benefit 
from  real  estate  sales — Pennzoil  has 
already  bought  40  acres — and  oppor- 
tunities. "High  technology  is  not  our 
line,"  says  Mitchell.  "But  once  I've 
played  midwife  to  these  things  and 
gotten  them  in  shape,  then  we  may 
take  a  piece." 

To  be  sure,  Texas  is  not  devoid  of 
newer  industries.  Dallas-based  Texas 
Instruments — which  started  life  as  a 
geophysical  services  firm — has  bred 
entrepreneurial  electronics  and  tele- 
communications firms  nearby.  And  a 
little  sister  to  Silicon  Valley  is  grow- 
ing up  in  the  hilly  arc  between  Col- 
lege Station,  home  of  Texas  A&M; 
Austin,  home  of  the  University  of 
Texas;  and  San  Antonio,  home  of 
Mayor  Henry  Cisneros,  a  hell-bent 
business  booster  (see  Faces  Behind  The 
Figures,  p.  239). 

But  for  the  most  part,  oilmen  shun 
high  technology.  "Oilmen  like  a  re- 
source they  can  see  and  feel,"  says 
Jack  Locey,  an  electrical  engineer 
turned  money  manager  for  Dallas' 
Murchison  family.  He  persuaded 
them  to  buy  control  of  a  semiconduc- 
tor firm  in  1973.  Though  the  Murchi- 
sons  sold  out  at  a  profit  in  1979,  they 
remain  leery  of  high  tech. 

Dan  Krausse,  who  made  an  estimat- 
ed $8.7  million  when  he  sold  his  Earth 
Resources  Corp.  two  years  ago,  has 
limited  his  investments  to  tiny  pieces 
of  R&D  partnerships.  Says  Thomas 
Wright,  Krausse's  investment  man- 
ager, "We  wouldn't  mind  taking  some 
side  bets — we  can  afford  it — but  we 


can't  say  we  understand  it." 

A  partnership  of  Dallas  entrepre- 
neur LJ.  Sevin,  founder  of  Mostek, 
and  Benjamin  Rosen,  a  former  elec- 
tronics analyst,  has  funded  four  new 
Texas  ventures  in  the  last  six  months. 
Yet  Texans  gave  a  mere  $1  million  of 
Sevin-Rosen's  $25  million  kitty. 
"We'd  love  to  have  the  oil  money," 
says  Sevin,  "but  they'll  have  to  be 
convinced." 

The  Midland  oilmen  Wood  and 
Locker,  together  with  their  company 


By  Howard  Rudnitsky 

T|he  1976  summer  Olympics  in 
Montreal  cost  Canadian  citi- 
zens over  $1  billion.  The  1980 
Olympics  in  Moscow  probably  cost 
the  Russians  far  more.  Los  Angeles, 
however,  is  busily  planning  for  the 


(worth  about  $100  million),  weren't 
convinced  at  first.  In  1978  an  investor 
in  Wood  &.  Locker  Inc.'s  oil  wells 
urged  the  owners  to  invest  in  a  private 
San  Antonio  group  funding  research 
for  an  artificial  heart.  They  did  so 
mainly  because  he  was  a  friend.  "We 
were  reluctant  to  tell  other  people," 
says  Wood.  For  fear,  says  Locker, 
"they'd  think,  pie  in  the  sky!"  But 
now  they  gush  about  worldwide  mar- 
ket potential  and  reckon  that  even  if 
the  heart  never  works,  products  made 
from  materials  invented  for  it  will  pay 
them  back  handsomely. 

The  Texas  government,  still  smart- 
ing from  making  plans  last  summer  to 
borrow  $240  million  for  unemploy- 
ment benefits,  is  anxious  to  hurry  the 
diversification.  The  new  Institute  for 
Ventures  in  New  Technology,  or  In- 
vent, has  just  been  formed  under  the 
auspices  of  the  Texas  A&M  Universi- 
ty system  to  provide  advice  and  seed 
money  to  entrepreneurs.  Founder  Ar- 
thur Porter  hopes  to  attract  oil  wealth 
through  donations  or  investment. 

Oil  wealth  will  respond,  too.  The 
drop  in  oil  prices — from  $35  a  barrel 
to  $29 — took  many  oilmen  aback. 
Prices  are  stabilizing  now,  and  few 
doubt  they  will  turn  up  once  more. 
"But  when  the  survivors  get  excess 
dollars  again,"  suggests  a  Houston 
management  consultant,  "they'll 
think  hard  about  their  choices."  Good 
news  for  entrepreneurs.  ■ 


1984  Olympics — and  its  financial 
prospects  seem  far  more  secure. 
There's  even  the  distant  possibility  of 
having  a  modest  surplus. 

Much  of  the  reason  is  that  Mayor 
Tom  Bradley  and  the  city  fathers  have 
played  a  very  tough  game  right  from 
the  start.  Early  on,  Los  Angeles  offi- 


Los  Angeles  is  hosting  the  1984  Olympic 
Games — but  don 't  expect  the  city  to  go  into 
hock  to  pay  for  all  the  fun. 


Adam  Smith's 
Olympics 
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cials  refused  to  allow  the  city  to  be 
liable  for  the  debts  of  the  local  Olym- 
pic committee.  That  precipitated  a 
crisis,  since  host  governments  tradi- 
tionally make  such  guarantees.  But 
the  International  Olympic  Commit- 
tee had  little  maneuvering  room.  Te- 
heran, the  only  other  city  vying  for 
the  1984  Games,  dropped  out.  So  the 
IOC  reluctantly  allowed  Los  Angeles 
to  proceed  with  private  funding. 

That's  where  the  Los  Angeles  Olym- 
pic Organizing  Committee  comes  in. 
Its  board  of  directors  is  a  group  of  62 
civic  leaders  and  businessmen,  who 
pegged  the  operating  and  capital  re- 
quirements at  a  modest  $450  million 
to  $500  million.  Still,  previous  Olym- 
pic construction  cost  overruns  made 
local  and  state  government  dubious. 
The  city  didn't  want  any  tax  dollars 
spent  on  extra  costs  like  police  and 
sanitation,  and  California  law  prohib- 
its a  fundraising  lottery.  In  addition, 
Olympic  contributions  in  the  past 
dried  up  other  charitable  donations  in 
the  cities  where  games  were  held.  To 
avoid  a  confrontation  with  local  chari- 
ties, the  LAOOC  chose  a  corporate 
status  that  does  not  allow  it  to  receive 
any  tax  deductible  donations. 

So  far,  however,  the  LAOOC  has 
done  surprisingly  well.  At  the  mo- 
ment, it  has  about  $360  million  in 
pledged  revenue  and  $90  million  in 
cash.  And  about  75%  of  the  construc- 
tion will  be  completed  by  spring.  That 
includes  refurbishing  the  96,000-seat 
Los  Angeles  Coliseum,  as  well  as 
building  new  tracks,  a  bicycle  stadi- 
um and  an  Olympic  administrative 
building  on  the  UCLA  campus.  The 
committee  kept  construction  costs 
down  to  $70  million  by  arranging  to 
lease  local  stadiums,  arenas  and  col- 
lege dormitories  instead  of  putting  up 
splashy  new  facilities.  Still,  pinching 
pennies  can't  substitute  for  fundrais- 
ing. How  did  the  LAOOC  get  its  mon- 
ey? Television  rights,  of  course,  pro- 
vided the  biggest  chunk.  Late  in  1979 
a  two-man  LAOOC  team  negotiated  a 
$225  million  contract  with  ABC — 
more  than  twice  what  NBC  paid  for 
the  ill-fated  Moscow  Olympics. 

Corporations  are  pledging  most  of 
the  rest  of  the  funds,  aided  by  some 
very  clever  marketing.  Many  Olym- 
pic contributors,  of  course,  were  natu- 
ral fits.  AT&T  is  providing  communi- 
cation services,  ARA  Services  is  pro- 
viding food  and  transportation.  But 
the  committee  is  deliberately  limit- 
ing its  backers  to  a  select  few.  "We 
want  only  30  or  so  sponsors,"  explains 
Peter  Ueberroth,  45,  the  LAOOC's 
president  since  early  1979.  "It  will  be 
a  special  group,  and  they  can  put  our 
official  logo  and  Olympic  eagle  on 


their  letterheads  and  products." 

Some  companies,  in  fact,  expect 
promotion  benefits  to  substantially 
offset  their  minimum  $4  million 
Olympic  donations.  "The  Southland 
Corp.  is  planning  to  sell  Olympic  cups 
in  its  7-Eleven  stores,  and  Anheuser- 
Busch  has  a  sports  poster  program," 
says  Ueberroth,  who  devotes  all  his 
time  to  the  Olympics  since  he  sold  his 
stock  in  Los  Angeles'  First  Travel 
Corp.  for  about  $5  million  in  1980. 

Corporations  also  have  the  option 
of  building  or  renovating  an  Olympic 
facility.  But  the  participation  was 
cleverly  structured  to  get  around  the 
LAOOC's  own  ban  on  direct  dona- 
tions. "If  gifts  are  made  to  a  local 
university  or  civic  organization,  they 
become  deductible,"  explains  Ueber- 
roth. Thus,  McDonald's  will  build  a 
$4  million  swimming  stadium  for 


tion,"  says  Ueberroth  confidently. 

To  be  sure,  there  still  are  problems. 
Regularly,  some  team  officials — most 
recently  the  Russians — complain  that 
the  athletes'  living  quarters  aren't  up 
to  Olympic  standards.  Or  they  com- 
plain that  Olympic  sites  are  too 
spread  out  over  southern  California, 
posing  travel  and  security  problems. 
There's  also  concern  that  a  major  $78 
million  face-lifting  now  under  way  at 
Los  Angeles  International  Airport 
might  not  be  completed  on  time. 
Then,  too,  critics  worry  about  ticket 
distribution  and  transportation  prob- 
lems. Remember  the  Lake  Placid  fias- 
co at  1980's  Winter  Olympics? 

Ueberroth  and  his  crew,  however, 
are  working  busily  to  plan  for  every 
eventuality — except  for  natural  or  po- 
litical disasters  over  which  they  have 
no  control  and  are  too  costly  to  in- 


Partly  refurbished  Los  Angeles  Coliseum  (Inset:  LAOOC  President  Peter  Ueberroth) 
Corporate  funding  will  put  the  Olympics  on  the  fast  track. 


USC,  and  ARCO  is  giving  $9  million, 
mostly  to  renovate  the  LA  Coliseum. 

The  LAOOC  may  yet  find  addition- 
al revenue.  Last  month  the  Treasury 
Department  announced  plans  to  pro- 
duce gold  and  silver  coins  commemo- 
rating the  1984  Games.  The  Treasury 
optimistically  hopes  to  sell  52  mil- 
lion pieces  for  total  profits  of  $600 
million.  The  LAOOC  will  split  that 
with  the  U.S.  Olympic  Committee. 
Los  Angeles  officials,  however,  are 
expecting  to  split  more  realistic  prof- 
its of  $250  million. 

Add  that  up  and  revenues  will  come 
within  the  committee's  expense  tar- 
gets. "The  idea  of  running  the  Olym- 
pics through  the  private  sector  might 
have  looked  very  chancy  a  couple  of 
years  ago,  but  we've  turned  it  into  a 
manageable  business  risk  proposi- 


sure.  Still,  the  LAOOC  will  soon  an- 
nounce a  $200  million  overall  liabil- 
ity policy  it  is  taking  out  with  a  major 
U.S.  insurer. 

Then  there's  the  economics  of  the 
Olympics.  A  recent  study  by  Econom- 
ic Research  Associates  predicts  that 
the  1984  Games  could  produce  a  total 
of  $1  billion  in  added  revenues  in  the 
Los  Angeles  County  area,  plus  an- 
other $2  billion  or  so  in  indirect 
spending  throughout  southern  Cali- 
fornia. In  addition,  state  and  munici- 
pal coffers  could  earn  some  $60  mil- 
lion in  incremental  taxes.  Thanks  to 
the  LAOOC,  all  this  should  come 
without  costly  bond  issues  and  with 
minimal  risk  of  major  loss. 

Sure,  the  Olympics  isn't  a  busi- 
ness— but  running  it  like  one  makes 
sense.  ■ 
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Can  a  little-known  pharmaceutical  suppli- 
er turn  the  Tylenol  tragedy  into  opportuni- 
ty? Perhaps — if  it  happens  to  be  the  world 
leader  in  tamper-proof  capsules. 


Extra-strength 
Scherer 


Fink  is  better  positioned  than  either 
of  his  giant  competitors  to  turn  disas- 
ter into  a  growth  opportunity.  The 
hard  capsules  used  for  Tylenol  and 
other  drugs,  both  over-the-counter 
and  prescription  items,  contribute 
only  15%  of  Scherer's  revenues.  The 
rest  comes  from  soft  capsules — those 
one-piece,  tamper-proof  ovals  com- 
monly used  for  vitamins.  Scherer  is 
the  world's  leading  supplier  of  these 
higher-margined  products,  and  the 
company,  Fink  says,  has  already  field- 
ed inquiries  from  several  drug  manu- 
facturers looking  to  switch  to  its  more 
secure  packaging. 

This  could  mean  significant  new 
business.  "There  are  many  dosages 
now  in  tablet  or  hard-shell  form  that 
could  easily  be  converted  to  the  soft 
ones,"  Fink  explains.  "We  will  react 
to  customer  contacts,  but  I  don't  want 


By  William  Harris 


WHEN  SOMEONE  LACED  Extra 
Strength  Tylenol  with  cya- 
nide in  September,  Johnson  & 
Johnson  wasn't  the  only  company 
with  an  instant  headache.  R.P. 
Scherer  Corp.,  based  outside  Detroit, 
makes  the  gelatin  capsules  encasing 
Tylenol.  Or  at  least  it  did  until  six 
weeks  ago,  when  J&J  stopped  produc- 
ing its  popular  analgesic. 

Family-controlled  Scherer  has  been 
in  the  capsules  business  since  1933. 
Although  competing  with  divisions  of 
Warner-Lambert  and  Eli  Lilly  in  this 
$500  million  industry,  Scherer  is  the 
largest  independent  manufacturer, 
with  a  34%  market  share.  Sales  this 
year  should  hit  $  1 80  million,  with  net 
margins  of  over  5%. 
More  v  important,  President  Peter 


our  marketing  people  to  take  selfish 
advantage  right  now  of  a  national 
tragedy." 

Clearly  Fink,  a  49-year-old  Wharton 
graduate,  knows  an  opportunity  when 
he  sees  one.  In  1979  Scherer  was  a  real 
mess,  manufacturing  everything  from 
suntan  lotion  and  beauty  supplies  to 
surgical  equipment.  Earnings  plunged 
42%,  to  $5  million  that  year,  and 
Fink,  a  Scherer  board  member  since 
1966,  stepped  in.  He  divested  all  non- 
capsule  operations  by  swapping  them 
with  his  predecessor,  a  brother-in- 
law,  in  exchange  for  2  million  shares 
of  Scherer  stock. 

Since  then  Fink  has  poured  $70  mil- 
lion into  modernizing  and  expanding 
capacity,  as  well  as  tripling  Scherer's 
R&D  budget  to  $2.5  million.  While 
long-term  debt  has  jumped  dramati- 
cally— from  $1.3  million  to  $25  mil- 
lion, 20%  of  total  capital — profits 
have  almost  doubled  and  Scherer's 
market  share  is  growing.  Despite  for- 
eign currency  translations,  Fink  man- 
aged a  6%  earnings  gain  last  year  on 
flat  sales. 

The  prognosis  is  bright.  Capsule 
consumption  has  been  growing  15% 
annually  for  the  past  few  years,  large- 
ly because  of  new  uses  in  drugstore 
remedies  such  as  Bufferin,  Excedrin 
and  Dristan.  Consumers  now  prefer 
capsules  over  tablets — after  all,  they 
won't  disintegrate  and  leave  a  bad 
taste  in  your  mouth.  Even  if  this  trend 
falters  briefly  as  a  result  of  the  Ty- 
lenol scare,  Scherer  seems  likely  to 
benefit. 

Fortunately,  this  unexpected  oppor- 
tunity comes  just  after  Fink  defeated  a 
hostile  acquisition  threat.  In  July 
FMC  Corp.,  the  $3.3  billion-a-year 
(sales)  Chicago  conglomerate,  made  a 
play  for  Scherer's  stock.  Fink  pushed 
through  an  antitakeover  provision 
that  says  80%  of  all  shareholders 
must  agree  to  any  merger,  but  things 
got  sort  of  messy.  Some  Scherer  fam- 
ily members,  who  together  control 
48%  of  the  company's  shares,  wanted 
to  sell  out. 

Arbitragers  may  have  been  disap- 
pointed, but  Scherer's  stock  still 
trades  at  a  multiple  of  13  times  last 
year's  $1.18  per-share  earnings.  Part 
of  the  reason  for  the  strength  is  a 
recently  signed  agreement  with 
Merck  to  develop  suppositories,  spe- 
cifically for  drugs  like  insulin,  pres- 
ently administered  only  by  injection. 
So  far,  however,  there  hasn't  been  a 
price  runup  in  the  wake  of  the  Ty- 
lenol situation — even  though  Scherer 
may  be  one  of  the  few  corporations  to 
gain  from  this  distressing  incident.  ■ 
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OVER  ONE  MILLION  AMERICAN 
WORKERS  WILL  CALL  IN  SICK  TODAY. 


In  fact,  more  than  330  mil- 
lion workdays  are  lost  each 
year  due  to  health-related 
causes. 

It's  enough  to  make  most 
companies  sick. 

Not  only  because  of  the 
billions  of  dollars  it  costs  busi- 
ness every  year  in  medical 
expenses  and  lost  productiv- 
ity but  in  terms  of  employees' 
well-being. 

One  way  or  another, 
business  pays  for  unhealthy 
workers. 

But  there  is  an  alternative. 
Many  forward-thinking  com- 
panies are  finding  that  a  com- 
mitment to  the  "wellness"  of 
their  employees  can  pay  sub- 
stantial dividends. 

The  Metropolitan  Life 
Foundation,  a  nonprofit  in- 

c  1982  Metropolitan  Life  Foundation,  New  York.  N  Y. 


stitution,  has  taken  a  leader- 
ship role  through  its  active  in- 
volvement in  the  promotion  of 
effective  health  and  safety 
programs  at  the  worksite. 

The  Foundation  can  help 
you  plan  and  implement  these 
programs  in  conjunction  with 
community-based  health  or- 
ganizations such  as  local  Y's, 
Red  Cross  chapters,  heart 
associations,  cancer  societies, 
lung  associations,  safety  coun- 
cils and  community  hospitals. 

These  programs  are  de- 
signed to  eliminate  the  causes 
of  most  employee  illness: 
stress,  smoking,  alcoholism 
and  drug  abuse,  hypertension 
and  lack  of  proper  nutrition. 
Other  programs  include  acci- 
dent prevention  and  defen- 
sive driving,  exercise  classes, 


First  Aid  and  CPR  training. 

We  have  seen  such  pro- 
grams help  reduce  health 
care  costs  for  all  kinds  of 
companies. 

But,  most  importantly 
these  programs  can  help 
workers  live  happier, 
healthier,  longer  lives. 

And  that's  one  bottom 
line  worth  working  for. 

For  more  information  on 
how  you  can  put  these  pro- 
grams to  work,  contact  the 
Metropolitan  Life  Foundation, 
Box  F  One  Madison  Avenue, 
New  York,  New  York  10010. 


Metropolitan 

Life  Foundation 


Compare,  compare,  compare. 


And  the  more  you  compare,  the  more  confusing  the  selection  of  a  computer 
becomes,  especially  for  your  basic  accounting  tasks:  inventory,  invoicing,  accounts 
payable  and  receivable,  general  ledger,  and  payroll. 

We  know,  because  we've  been  through  it.  We've  selected  the  right  com- 
puters to  do  the  work  for  over  100,000  client  companies. 

In  fact,  we  use  more  computers  of  more  types  to  provide  computing 
services  than  any  other  company  in  the  world. 

Fortunately  for  you,  when  you  use  ADP  computing,  you  don't  have  to 
worry  about  computers.  You  can  take  advantage  of  the  no -comparison  comparison 
on  the  next  page. 


No  comparison 


You  maintain: 
You  manage: 
You  get: 
Your  system: 
You  grow: 


You  make 
You  sign: 
You  pay: 
You  buy: 
You  hire: 


Typical  Computer 

Substantial  capital  commitment 

Three-  to  seven-year  contract 

Fixed  overhead  costs 

Custom  software  or  modifications 

Programmers 

Hardware  and  software 

Data  processing 

Tools 

Becomes  obsolete 

By  repeating  all  of  the  above 


ADP  Computing 

No  capital  commitment 

Limited  contract,  or  none  at  all 

Variable  processing  costs 

Nothing  extra 

Nobody 

Nothing 

Your  business 

Answers 

Is  continually  updated 

By  repeating  all  of  the  above 


There  you  are:  no  bits,  no  bytes,  no  confusion.  Just  a  business-like  way 
to  computerize  your  accounting.  You  get  all  of  the  benefits  of  a  computer.  Without 
the  risks.  Without  capital  investment. 

You  can  start  with  the  exact  level  of  computing  service  you  need  now,  then 
grow  as  you  will.  You'll  never  be  caught  short  of  computing  power.  You'll  never 
have  expensive  computer  resources  sitting  idle.  And  you'll  never  have  to  make 
expensive  system  changes.  ADP  does  it  all  for  you. 

Quite  a  contrast  from  what  you  hear  from  computer  makers,  isn't  it?  And 
certainly  an  alternative  you  should  investigate.  For  a  free  analysis  of  your  com- 
puting needs,  write  to:  ADP,  405  Route  3,  Clifton,  NJ  07015,  or  call  800-526-7474. 


ADP,  with  50  computing  centers  in  the  U.S.  and  Europe,  provides  over  100,000  businesses  with  computing  services  ranging  from 
payroll  and  unemployment  cost  control  to  routine  bookkeeping— accounts  payable  and  receivable,  general  ledger  and  financial  reporting 
-to  highly  specialized  applications  involving  the  use  of  sophisticated  data  bases  and  remote  computing. 


'  1982  Automatic  Data  Processing,  Inc. 


The  computing  company 


Investors  are  shying  away  from  forest 
products  stocks,  so  the  industry  is  offering 
them  the  trees  instead. 


A  growing 
investment? 


By  Kathleen  K.  Wiegner 

Autumn,  bringing  brilliant  col- 
or to  the  forest,  has  brought  no 
i  glow  to  the  $125  billion  forest 
products  industry,  which  continues 
to  suffer  from  anemic  housing  starts, 
slack  paper  demand  and  heavy  debt 
loads.  Boise  Cascade,  Champion  In- 
ternational and  Georgia-Pacific  have 
so  much  short-term  floating-rate  debt 
that  they  are  barely  generating  enough 
operating  income  to  cover 
interest  payments.  Even 
the  industry's  healthier 
companies — International 
Paper  and  Weyerhaeuser 
among  them — face  the 
challenge  of  massive  cap- 
ital investments  to  mod- 
ernize operations  in  a 
time  of  paltry  earnings. 

But,  as  well  as  massive 
problems,  what  forest 
products  companies  have 
in  abundance  are  trees — 
millions  of  acres  of  them 
carried  on  the  books  be- 


low  even  today's  depressed  market 
values.  Troubled  Crown  Zellerbach 
has  an  estimated  $69  a  share  in  tim- 
berland,  while  its  stock  sells  for  $18  a 
share;  IP  has  $73  per  share  in  trees, 
$45  a  share  on  the  stock  market. 

And  that  is  giving  rise  to  an  idea  on 
Wall  Street.  "There  is  a  tremendous 
imbalance  between  the  book  value  of 
timber  and  the  market  value,"  says 
Donald  Brennan,  who  recently  left  In- 
ternational Paper,  where  he  was  a  vice 
chairman,  to  head  up 
Morgan  Stanley's  newly 
formed  forest  products 
group.  "Some  place  be- 
tween those  two  numbers 
there's  an  opportunity  to 
monetize  that  timber. 
The  typical  timber  opera- 
tor is  utilizing  only  1%  to 
2%  of  his  inventory  a 
year.  He  can  take  that  un- 
productive asset  and  turn 
it  into  capital." 

How?  By  offering 
wealthy  individual,  pen- 
sion fund  and  foreign  in- 


vestors an  investment  in  the  trees. 
Investment  bankers  and  forest  prod- 
ucts companies  are  now  trying  to  de- 
vise investment  vehicles  such  as  tim- 
ber-backed preferred  stock  or  bonds. 
None  has  been  offered  as  yet,  but  the 
basic  idea  is  that  the  timber  would  be 
an  equity  kicker  allowing  the  bond  to 
be  priced  at  a  lower  rate  of  interest  (or, 
given  current  credit  standings,  allow- 
ing the  bond  to  be  sold  at  all). 

Bond  or  preferred  issues  would  be 
more  complex  than  the  deal  Interna- 
tional Paper  concluded  in  March 
with  Britain's  National  Coal  Board 
pension  fund.  In  that  deal  IP  raised 
$24  million  from  26,000  of  its  acres 
in  Louisiana.  IP  gets  the  right  of  first 
refusal  when  the  trees  are  ready  for 
harvest  and  shares  with  NCB  in  the 
appreciation  in  wood  volume.  NCB, 
however,  gets  all  appreciation  in  the 
price.  For  example,  if  the  market 
paid  $100  per  thousand  board  feet  to- 
day but  three  years  from  now  the 
market  was  paying  $110,  IP  would 
pay  $110  and  the  NCB  would  pocket 
the  $10  difference. 

Note,  however,  that  IP  kept  control 
over  use  of  the  trees.  Forest  products 
companies,  with  pulp,  lumber  and 
plywood  their  only  products,  do  not 
have  the  option  of  building-materials 
supplier  Masonite  Corp.,  which  spun 
off  467,000  acres  of  its  timberland 
(valued  at  $530  million)  to  its  share- 
holders in  August.  "The  stock  market 
didn't  reflect  the  underlying  asset  and 
probably  never  will,"  says  a  Masonite 
spokesman.  So  Masonite  transferred 
timber  and  mills  to  the  shareholders 
in  a  partnership  that  will  liquidate  the 
holdings  over  five  years. 

Masonite  clearly  believes  trees  are  a 
better  investment  for  individuals 
than  for  corporations,  and  so  does  E.F. 
Hutton.  Hutton's  Timber  Partners 
raised  $20  million  last  year  to  buy 
30,000  acres  of  timberland  in  Georgia 


The  forest  or  the  trees? 


How  do  you  measure  the  worth  of  an  asset?  Do  you 
look  at  earning  power?  Then  the  value  of  the  forest 
products  industry's  timber  may  be  overstated  these 


Weyerhaeuser  $5,716  $4.2 

International  Paper  5,544  4.1 

Georgia-Pacific  5,060  5.4 

Champion  International  3,443  3.8 

Boise  Cascade  2,740  2.9 

Crown  Zellerbach  2,614  3.0 


days.  Or  do  you  look  at  hypothetical  liquidation  value, 
as  this  table  does?  Then  you  see  an  opportunity  for  a 
cash-strapped  industry  to  monetize  trees. 


Recent 
stock 
price 


$108.7  $8,035  $60  34V* 

131.5  3,607  73  45 

59.0  2,781  25  25  Vi 

22.0  1,686  28  19V2 

Nil  1,502  56  31  Vb 

24.0  2,049  69  23Vi 


Source  Thomas  Clephane,  Morgan  Stanley 


Timber 

Total  Sales  Net  income  estimated  Timber 

assets  1982  est.  1982  est.  market  value  value  per 

Company  (bil)  (mil)  (mil)  (mil)  share 
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Placido  Domingo,  the  complete  musician, 
discusses  his  favorite  instrument. 


Every  half  century  or  so,  a 
leader  emerges  in  his  field  of 
such  substance  and  force  that 
he  stands  out  head  and  shoul- 
ders above  the  rest,  and  the 
best. 

Even  to  people  who  have 
never  graced  the  great  opera 
houses  of  the  world,  the 
name  and  the  voice  of  Placido 
Domingo  are  justifiably 
hailed.  But  for  those  who  will 
stand  in  line  all  night  to  share 
the  beauty  of  this  man's  sing- 
ing, he  is  a  legend. 

A  legend  which  can  be 
heard  from  Hamburg  to  Paris, 
from  Milan  to  New  York. 

"I  can  only  sing  five  or  six 
performances  a  month,"  he 
says.  "In  order  to  give  of  my 
best,  I  must  make  sure  I  do 
not  sing  too  much.  That  is  my 
responsibility  to  the  people  who  try  so  hard  to 
see  me." 

Placido  is  not  simply  the  world's  greatest 
tenor,  but  rather  a  complete  musician  who  also 
possesses  a  marvelous  voice. 

At  rehearsals,  his  mastery  of  the  piano  en- 
ables him  to  sit  and  play  through  the  score, 
thinking  of  the  emotions  that  words  and  music 
are  attempting  to  communicate. 


His  experience  as  a  con- 
ductor gives  him  objectivity, 
not  only  about  his  own  inter- 
pretation of  the  part,  but  also 
of  the  total  performance. 

"To  understand  the  part," 
he  says,  "one  must  first  musi- 
cally and  dramatically  under- 
stand the  whole.  I  was  lucky 
to  have  been  given  the  tal- 
ents to  do  this." 

Placido  Domingo  also  has 
an  extremely  good  under- 
standing of  the  watch  he 
chooses  to  wear. 

A  Rolex  Oyster  GMT- 
Master  in  18kt.  gold. 

"This  watch  is  perfect  for 
me,"  he  says,  "because  it 
simultaneously  tells  me  the 
time  in  two  different  coun- 
tries... which  is  extremely 
useful  considering  the 
amount  of  traveling  I  have  to  do. 

"And  opera  people  all  over  the  world  are 
pleased  too,  because  now  I  don't  get  them  out  of 
bed  when  I  phone  them.  And,  unlike  me,  this 
watch  never  needs  a  rest.  You  could  say  it's  my 
favorite  instrument." 

For  the  complete  musician. 

ROLEX 


The  complete  watch.  By  Rolex. 


Write  for  brochure.  Rolex  Watch,  U.S.A. ,  Inc. ,  Dept.  231.  Rolex  Building,  665  Fifth  Avenue,  New  York,  N.  Y.  10022-5383. 
World  headquarters  in  Geneva.  Other  offices  in  Canada  and  major  countries  around  the  world. 


SOmEOHE  HDD  ID  TAKE  CHOR 


CHEVROLET  FLEET  SALES  IS  TAKING  CHARGE. 
WITH  AFFORDABLE  FLEET  CARS  ACR05S 
THE  BOARD. 

Remember  when  you  could  tell  low-priced  and 
medium-priced  cars  apart  by  their  price  stickers?  Well, 
you  can  again.  And  when  you  compare  our  '83  prices, 
you'll  have  no  doubts  where  Chevrolet  is  positioned. 

Traditional  Chevrolet  pricing,  traditional  Chevrolet 
value  are  back.  In  fleet  cars  you  can  afford  to  buy  in 
quantity,  operate  in  quantity,  sell  in  quantity.  From 
Chevrolet- America's  sales  leader. 

CHEVROLET  FLEET  SALES  IS  TAKING  CHARGE. 
WITH  THE  NEW-GENERATION  FLEET  CAR. 

The  1983  Celebrity.  Mid-size,  front-wheel-drive,  state- 
of-the-art,  39  Est.  Hwy.,  [24]  EPA  Est.  MPG* 
Room,  ride,  comfort,  quiet,  and  a  standard  interior 


that  ought  to  satisfy  just  about  anybody.  Plus  anj 
available  CL  interior  for  those  in  the  company  vl 
don't  consider  themselves  to  be  just  anybody, 
wrapped  up  in  a  Chevrolet  so  right  in  so  many  > 
that,  when  you  consider  the  alternatives,  you'll 
there  is  no  alternative.  Especially  when  you  cor 
that  Celebrity's  1983  base  sticker  price**  is  nov 
than  last  year:  in  fact,  lower  than  some  well-km 
rear-drive  cars. 

CHEVROLET  FLEET  SALES  IS  TAKING  CHi 
WITH  THE  SMALL  FLEET  CAR. 

The  new  Cavalier.  Now  with  electronic  fuel  injc 
bigger  engine,  and  sticker  prices  lower  than  19h 
Sedan,  Coupe,  Wagon  and  Type- 10  Hatchback. 


wnmiMmEML 


CELEBRITV  •  CRURUER  •  CHEUETTE  •  CRmRRO  •  CITRTIOR  •  Rim/BU  •  RJORTECRRLO  •  CRPRICE  •  COR 


f  FLEETS.  SOITIEOnE  JUST  HAS 


ROLET  FLEET  SALES  IS  TAKING  CHARGE, 
i  THE  COMPACT  FLEET  CAR. 

|hevrc>let  Citation.  No  other  car  gives  you  as 
'versatility  for  the  dollar.  You  get  a  front-wheeV 
sledan  with  room  and  comfort  and  standard  2.5 
'ifngine.  You  get  a  hatchback  with  a  rear  scat  that 
'  Mown  into  63.2  cu.  ft.  of  wagonlike  cargo  area. 

I  !one  affordable,  popular,  proven  Chevrolet. 

,  ROLET  FLEET  SALES  IS  TAKING  CHARGE. 
lk  THE  FULL-SIZE  FLEET  CAR. 

nv-priced,  full-size  Impala.  And,  in  Caprice,  a 

II  bus  full-size  car  so  outstanding  Car  and  Driver 
red  it  up  this  way:     .  .  the  price  is  right,  and  its 
lltion  is  golden. " 


CHEVROLET  FLEET  SALES  IS  TAKING  CHARGE. 
WITH  CARS  YOU  CAN  COUNT  ON  YEARS 
FROM  NOW. 

The  1983  Chevrolets  give  you  12  months  or  more  of 
proven  performance  over  the  new  competitive  models 
just  now  coming  to  market.  An  inestimable  advantage. 
Because  it  means  that,  when  you  go  to  the  used-car 
market  with  Chevrolets,  you  go  with  a  known  quantity. 
And — as  you  also  know — the  time  to  think  about 
selling  a  car  is  before  you  buy  it. 

*l'sc  estimated  MPG  for  comparisons.  Your  mileage  may  differ 
depending  on  speed,  distance,  weather.  Actual  highway  mileage 
lower.  Some  Chevrolets  are  equipped  w  ith  engines  produced  by 
other  GM  divisions,  subsidiaries,  or  affiliated  companies 
worldwide.  See  your  dealer  for  details. 
f  '  Based  on  a  comparison  of  Manufacturer's  Suggested  Retail  Prices 
for  ll)<S2  and  ll)83  models.  Levels  of  equipment  vary. 


it  together . . .  buckle  up. 


GM 


WE'VE  GOT  ACRES 
OF  OPPORTUNITY  FOR 
YOU  ALL  ALONG 
OUR  LINE. 


PLANT  SITES  BT 
THE  THOUSANDS. 

As  the  nation's  longest  railroad, 
Burlington  Northern  can  offer  you 
an  outstanding  variety  of  choice 
locations  across  the  country. 

Properties  are  available 
throughout  the  25  states  we 
serve— both  our  own  substantial 
real  estate  holdings  and  those 
of  private  developers  with  whom 
we  work  closely. 

FROM  SEA  TO 
SHINING  GULF. 

Whether  you're  looking  for  a 
rural  or  an  urban  location,  we'll 
help  you  find  the  ideal  place  for 
your  next  plant.  We  have  sites  in 
or  near  most  major  markets  from 
Canada  to  the  Gulf,  and  from  the 
Pacific  Northwest  to  Alabama 
and  Florida. 


LOCATIONS  ARE 
MORE  THAN  LAND. 

Your  needs  don't  stop  at  real 
estate.  Neither  do  our  sen/ices. 
We  understand  the  importance  of 
natural  resources,  people 
resources,  transportation  and 
a  favorable  governmental  climate. 
So  our  local  experts  across  the 
country  will  help  you  find  the 
ideal  combination  of  property  and 
business/living  environment. 


ONE  CALL  WILL 

EXPAND  YOUR  HORIZONS. 

If  you  want  to  find  out  more,  call 
Joe  Galassi,  Vice  President,  or 
Ed  Riebow,  Director  of  Field 


Operations,  in  St.  Paul,  at  (612) 
298-2346.  They  can  give  you  a 
wide  variety  of  location  choices  to 
consider.  And  each  comes  with 
America's  longest  railroad  ready 
to  go  to  work  for  you. 


BURLINGTON 

NORTHERN 

RAILROAD 


Industrial  Development  Department 
Room  CI 182 
176  East  Fifth  Street 
St.  Paul,  Minnesota  55101 


and  Florida.  The  partnership  has  up  to 
a  15-year  life  and  estimates  that,,  in- 
cluding inflation,  an  investor  should 
realize  a  15%  to  20%  return. 

Because  of  the  long-term  nature  of 
tree  investing — even  in  the  South  it 
takes  up  to  35  years  for  a  pine  to 
grow — pension  funds  are  also  inter- 
ested. Especially  today  when  prices  in 
the  South  have  fallen  15%  to  20% 
over  the  last  year.  "It's  a  buyer's  mar- 
ket now  if  you  have  cash,  "  says  David 
Graham,  vice  president  of  the  trust 
division  of  First  National  Bank  of  At 
lanta.  "Timber  companies  don't  have 
the  cash.  We  do."  Graham's  fund, 
called  Timberland  Trust  II,  buys  tini- 
berlands,  manages  the  land  and  will 
offer  the  trees  on  the  open  market  to 
the  highest  bidder  at  harvest  time. 
"We  tell  investors  this  is  at  least  a 
ten-year  investment,"  says  Graham, 
"with  a  potential  real  return  after  m- 


"The  stock  market  didn't  re- 
flect the  underlying  asset 
value  and  probably  never 
will,"  says  a  Masonite 
spokesman. 


flation  of  from  5%  to  10%."  Any  pro- 
ceeds of  the  partnership  would  be 
taxed  at  capital  gains  rates. 

Taxes  aside,  the  rate-of-return  pro- 
jections of  timber  participation  sales- 
men may  be  too  rosy,  considering  the 
1980s  outlook  for  timber — which  is 
far  different  from  that  of  the  last  de- 
cade, when  prices  rose  as  much  as 
10%  above  inflation.  True,  the  inves- 
tor can  look  for  physical  growth — 5% 
to  10%  a  year  in  the  South — as  well  as 
price  growth  in  trees.  But  there  are 
few  bargains;  today's  depressed  prices 
are  higher  than  those  of  most  of  the 
1970s.  Thomas  Clephane,  Morgan 
Stanley's  forest  products  analyst,  esti- 
mates that  timber  price  escalation 
this  decade  should  be  only  1%  to  3% 
above  inflation,  assuming  good  times 
economically. 

The  beleaguered  forest  products 
companies,  however,  are  unlikely  to 
look  askance  at  the  gift  horse  of  inves- 
tor interest  in  trees.  It  could  be  a  big 
answer  to  their  problems.  "Our  esti- 
mate is  that  the  industry  probably  has 
the  ability  to  generate  less  than  40% 
of  its  capital  requirements  over  the 
next  five  or  six  years,"  concludes 
Brennan.  "Given  the  increasing  inves- 
tor awareness  of  this  kind  of  invest- 
ment, it  would  be  a  natural  fit  to  bring 
them  both  together."  And  who  better 
to  do  the  job  than  investment  bank- 
ers, who  get  their  fees  whether  those 
trees  appreciate  or  not?  ■ 


n  Tokyo, 
one  hotel's  guest 
register  reads 
I  ike  a  Who's  Who 
in  the  world  of 
business  and  finance. 


Tokyo,  J apart 


In  a  class  by  itself 
Ivvajiro  Noda,  Honorary  Chairman 
Tatsuro  Goto,  President  &  General  Manager 

Host  to  chiefs  of  state,  financial  leaders  and  executive  travelers  from  around  the  world. 
Hotel  Okura  is  conveniently  located  adjacent  to  the  American  Embassy. 

oneo  f^IhtfJeadingHotels  of  thtfWorld* 


Representrd  Worldwide  by  H  H  1 


See  your  travel  agent  or 
HRI.  Tel:  800-223-1230 
Toll  Free, 
212-751-8915 
Collect. 


Hotel  Okura  New  York  Office 

c/o  Hotel  Representative  Inc  .  770  Lexington  Avenue,  New  York,  N  Y.  10021 
Please  send  me  brochures  on  Hotel  Okura  and  a  booklet  "When  in  Japan" 
an  introduction  for  doing  business  in  and  with  Japan 

Name  


Address 
City  


State 


Zip 


My  Travel  Agent  is 
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What  do  hearing  aids,  Sony  Walkmans, 
hand-held  electronic  games  and  calcula- 
tors have  in  common?  Portable  energy. 


The  battery 
boom 


By  Jonathan  Greenberg 

W'hen  29-year-old  Carlos 
Martin  saunters  down 
Fifth  Avenue  blasting 
hard  rock  from  his  20-pound 
AMSS  music  box,  lots  of 
people  hear  him  coming. 

Guess  what:  Not  every- 
one wants  Carlos  to  crank 
down  the  volume  on  his 
block  blaster.  A  voracious  consumer 
of  batteries,  Carlos'  box  is  powered  by 
six  alkaline  D  cells.  His  music  habit 
costs  him  over  $50  a  year  in  batteries. 
And  this,  needless  to  say,  makes  manu- 
facturers in  one  of  the  nation's  most 
recession-proof  industries  very  happy. 

The  days  when  batteries  sat  unused 
in  flashlights  for  months  on  end  are 
past.  The  preponderance  of  new  pow- 
er-hungry consumer  devices  has 
sparked  an  explosion  in  demand — es- 
pecially for  premium,  long-life  mod- 
els. "In  order  to  create  battery  sales, 
we  have  to  create  appliances  that  use 
them,"  says  Panasonic  executive 
Seiko  Kabumoto,  whose  company 
makes  things  like  emergency  wall 
lights  and  electric  wine-cork  poppers. 
The  beneficiaries  of  this  expanding 


market  are  few  and— given  the  origins 
of  the  products  they  power — surpris- 
ingly American.  Union  Carbide's 
Eveready  is  world  leader,  with  foreign 
business  providing  half  of  its  $1.3  bil- 
lion annual  sales.  Domestically,  how- 
ever, Dart  &  Kraft's  Duracell  has  tak- 
en the  lead  in  the  increasingly  impor- 
tant alkaline  segment.  Rayovac  is  a 
distant  third.  Then  there's  Panasonic. 
Second  only  to  Union  Carbide  world- 
wide, it  is  a  minor  force  in  the  U.S. 

Dry  cell  sales  now  amount  to  $3.9 
billion  worldwide  at  the  manufactur- 
er's level,  and  demand  typically  ex- 
pands twice  as  fast  as  overall  econom- 
ic growth.  "We  are  really  an  adjunct  of 
the  microelectronics  revolution," 
says  Rayovac  President  Benno  Bernt. 
"As  units  become  smaller  and  small- 
er, more  can  be  battery-oriented,  so 
there  is  a  proliferation  of  new  devices, 
thereby  creating  new  opportunities 
for  the  battery  business." 


GE  brings  life  to  rechargeables 


Fl  or  about  five  times  the  initial  cost  of  a  one-shot  alkaline  throwaway, 
a  consumer  can  buy  a  nickel  cadmium  rechargeable  battery  system 
that  can  be  reused  hundreds  of  times.  Whether  this  convenience 
outweighs  the  chore  of  recharging  is  disputable,  but  one  thing  is  certain: 
Far  fewer  batteries  would  be  sold  if  people  used  rechargeables. 

That's  why  large  manufacturers  like  Duracell,  Rayovac  and  Maxell  are 
not  jumping  into  this  relatively  tiny  market.  Even  Eveready,  which 
makes  nickel  cadmium  reusables,  does  little  to  promote  the  line.  "We've 
grown  into  a  throwaway  society,"  says  Michael  Manolios,  Eveready 's 
market  development  manager.  "For  years  most  consumers  have  been 
telling  us  that  they  don't  want  to  bother  with  rechargeables." 

With  no  throwaway  market  of  its  own,  General  Electric  decided  six 
years  ago  to  use  its  high-tech  expertise  to  get  in  on  the  battery  boom.  Its 
strategy  was  to  promote  what  no  one  else  had  dared  to  push:  a  low-cost 
rechargeable  system.  Today,  that  is  a  $100  million-a-year  market. 

The  company,  which  controls  two-thirds  of  the  market,  claims  de- 
mand is  growing  by  30%  annually,  and 'it  recently  launched  its  first 
national  television  campaign  for  rechargeables.  "Our  studies  show  that 
90%  of  Americans  don't  even  know  about  rechargeable  batteries,"  says 
GE's  consumer  rechargeable  head  Rodger  McAlister.  "We  expect  to 
generate  strong  enough  awareness  to  significantly  impact  sales." 

What's  more,  perhaps  the  most  lucrative  rechargeable  market  is  still  in 
its  infancy — the  $60  reusable  batteries  in  portable  videocassette  record- 
ers. Already  this  industry  has  topped  $150  million  worldwide.  In  this 
case,  however,  Americans  are  playing  catch-up:  Japanese  giants  like 
Panasonic  and  Sanyo  now  dominate  the  rechargeable  VCR  market. — f.G. 
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Just  look  at  Eveready.  Although 
Union  Carbide's  1982  estimated  $9.3 
billion  revenues  are  receding,  Ever- 
eady's  sales  continue  to  increase  by 
nearly  10%  a  year.  "Batteries  are  ex- 
tremely important  to  our  growth 
strategy,"  says  Warren  Anderson, 
Union  Carbide's  chairman.  "We  are 
committed  to  spending  heavily  to 
protect  and  enhance  our  position." 

Although  cameras,  calculators, 
hand-held  electronic  games  and  the 
like  add  significantly  to  demand,  mo- 
tor-driven components  such  as  Walk- 
man-type personal  stereos  and  battery- 
operated  music  boxes  have  the  stron- 
gest effect.  In  1979,  11.8  million 
"portable  audio/tape  equipment" 
units  were  sold  in  the  U.S.  This  year 
that  figure  is  expected  tohit  22  million. 

Even  if  new  purchases  of  electronic 
equipment  were  to  slow  down,  how- 
ever, demand  for  batteries  isn't  likely 
to  subside.  Says  Panasonic's  Kabu- 
moto,  "Historically,  even  when  peo- 
ple do  not  buy  new  products,  they 
need  to  buy  batteries  to  operate  the 
products  they  have." 

Sales  growth  in  the  industry  also 
stems  from  consumer  acceptance  of 
alkaline  batteries,  which  now  account 
for  over  half  of  all  U.S.  retail  sales  of  $2 
billion.  These  batteries  cost  twice  as 
much  as  traditional  carbon  zinc  units 
but  last  four  times  as  long.  Credit 
Duracell  with  their  success. 

Until  the  mid-1970s  it  manufac- 
tured high-tech  batteries  for  specialty 
uses.  When  new  products  began  speci- 
fying alkaline,  Duracell,  then  owned 
by  P.R.  Mallory  &  Co.,  Inc.,  moved 
into  the  consumer  market.  Under  for- 
mer Duracell  President  Peter  Viele,  a 
onetime  package-goods  whiz  at  Gen- 
eral Foods,  Duracell  aimed  for  im- 
pulse purchasing  at  supermarket 
checkout  counters.  "They  followed 
the  Coca-Cola  strategy  of  making  the 
product  as  available  as  they  could," 
says  Smith  Barney  analyst  David 
Goldman. 

This  strategy  paid  off.  Today  Dura- 
cell is  the  world  leader  in  alkaline, 
which  accounts  for  some  85%  of  its 
$535  million  annual  sales.  Four  years 
ago  Dart  paid  about  20  times  earn- 
ings— $251  million — to  buy  the  com- 
pany from  Mallory,  and  analysts 
scoffed.  Earnings  since  then  have 
grown  from  $15  million  to  an  estimat- 
ed $58  million.  Who's  laughing  now? 

Certainly  not  Eveready  and  Rayo- 
vac.  When  Duracell's  alkaline  cam- 
paign took  off,  they  were  squarely  on 
the  defensive.  Eveready  reacted 
quickly  with  its  Energizer  line  of  bat- 
teries, which  runs  a  close  second  to 
Duracell.  But  Rayovac,  acquired  by 
Inco  in  its  disastrous  1974  purchase  of 


f  you'd  like  to  know  more  about  Jack  Daniel's  Whiskey,  drop  us  a  line 


THESE  MEN  can  tell  exactly  what's  happening 
inside  every  barrel  in  a  Jack  Daniel's  warehouse. 

In  the  heat  of  summer  the  whiskey  is  expanding 
into  the  charred  inner  wood  of  the  barrel.  Come 
Halloween,  it's  starting  to  cool.  And  inching 
its  way  back  toward  the  center.  Over  the  aging 
period,  this  gentle  circulation  ^ 
of  whiskey  is  going  on 
constantly.  Of  course,  it 
can't  be  perceived  by  the 
human  eye.  But  after  a 
sip  of  Jack  Daniel's,  we 
believe  you'll  recognize 
its  importance. 


CHARCOAL 
MELLOWED 

6 

DROP 

6 

BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 
Lem  Motlow,  Prop.,  Inc.,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government 
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ESB,  was  stung  badly  by  alkaline. 

Now  most  of  Rayovac  is  being  sold 
to  a  group  of  private  investors,  and 
sales  last  year  were  $300  million. 
"The  uncertainty  is  behind  us  now," 
says  Bernt.  "We  feel  quite  good  about 
our  emerging  positions  in  the  next 
few  generations  of  batteries." 

The  next  few  generations,  of 
course,  are  where  the  future  growth  in 
batteries  lies.  With  further  miniatur- 
ization of  components,  batteries  need 
to  get  smaller  and  more  powerful.  AA 
(penlight)  batteries,  once  insignifi- 
cant, are  now  the  top-selling  size  in 
the  U.S. — not  surprising,  since  they 
are  used  for  Walkmans  and  electronic 
games.  Tiny  "button  cells,"  particu- 
larly silver  oxide  and  lithium  deriva- 
tives, are  now  used  in  calculators, 
cameras  and  watches.  These  will 
grow  in  importance  as  new  func- 
tions— like  audio  and  video — are  add- 
ed to  watches. 

"The  next  wave  is  going  to  be  the 
lithium  cells,"  says  analyst  Dave 
Goldman.  Lithium  has  a  greater  shelf 
life  than  alkaline  and  contains  more 
power.  It  also  costs  more.  "The 
growth  in  battery  sales  through  alka- 
line has  come  from  a  consistent  con- 


sumer  trade-up  from  carbon  cells,"  he 
explains.  "Now  we're  recreating  the 
alkaline  boom  but  calling  it  lithium." 
Still,  600  million  devices  require  con- 
ventional batteries.  This  insures  that 
the  market  will  remain  diversified. 

Despite  the  competitive  climate, 
there  may  be  enough  growth  in  this 
market  to  please  all  the  players.  After 
all,  there  really  is  no  way  to  get  Carlos 
Martin  to  turn  his  block  blaster 
down.  ■ 


The  Conoco  acquisition  is  already  helping 
Du  Pont.  But  the  critics  are  still  carping. 


Silencing 
the  crepehangers 


By  Subrata  N.  Chakravarty 

It's  a  characteristic  of  life  that 
the  crepehangers  talk  louder  than 
those  who  have  the  will  to  get 
things  done,"  sighs  Du  Pont  Chair- 
man Edward  Jefferson. 

The  crepehangers  have  been  busy 
with  Du  Pont  ever  since  it  decided  to 
fight  off  Mobil  and  Seagram  and  ac- 
quire Conoco  in  July  1981  for  $9.7 
billion  (including  $1.9  billion  in  Con- 
oco debt).  In  six  months  Du  Pont  com- 
mon sold  down  from  $53  to  $30. 
The  naysayers  complain  that  by  ac- 


quiring Conoco,  Du  Pont: 

•  Diluted  its  equity  over  50%  by 
issuing  78  million  new  shares. 

•  Increased  its  debt  load  fivefold, 
adding  $5.8  billion  in  borrowings. 

•  Blurred  the  focus  of  a  company 
that  had  established  important  beach- 
heads in  pharmaceuticals,  electron- 
ics, medical  instrumentation  and  ag- 
ricultural chemicals. 

•  Walked  smack  into  an  oil  glut. 
But    such    short-term  objections 

overlook  some  important  points.  Al- 
though the  decision  to  acquire  Con- 
oco was  made  under  the  gun  of  a 


tender  fight,  Du  Pont  has  been  trying 
to  get  into  the  energy  business  ever 
since  1970,  when  it  seriously  consid- 
ered building  its  own  refinery.  Trau- 
matized by  the  1973  oil  embargo, 
and  with  80%  of  its  products  depen- 
dent on  petroleum  as  a  feedstock,  Du 
Pont  made  numerous  attempts  to 
integrate  backward  into  oil.  There 
was  the  Centennial  project,  a  joint 
venture  with  Atlantic  Richfield  to 
build  and  run  a  refinery.  ARCO 
backed  out.  There  was  the  attempt 
to  buy  Shenandoah  Oil  in  1976.  The 
two  companies  couldn't  agree  on 
price.  Du  Pont  studied  other  oil  com- 
panies, including  Marathon  and  Con- 
oco. All  fell  by  the  wayside.  The 
only  thing  that  emerged  was  a  )Oint 
venture  to  explore  for  natural  gas 
with  Conoco. 

Now  that  Du  Pont  has  Conoco,  it 
can  focus  its  research  once  again  on 
improving  hydrocarbon-based  prod- 
ucts instead  of  replacing  them.  In  ad- 
dition, when  the  chemical  industry 
goes  into  one  of  its  cyclical  tailspins, 
the  oil  business  should  hold  the  com- 
pany up,  allowing  Du  Pont  to  avoid 
the  kind  of  painful  cuts  it  has  had  to 
make  in  earlier  slumps. 

Even  in  the  short  term,  the  Con- 
oco merger  is  paying  off  for  Du  Pont. 
Through  the  first  half  of  1982,  Du 
Pont  earnings  of  $2.09  per  share 
would  have  been  55  cents  lower 
without  Conoco,  despite  the  equity 
dilution  and  higher  debt  service 
costs.  That's  because,  while  Du 
Pont's  own  businesses  declined  over 
40%  in  earnings — fibers,  the  major 
business,  declined  over  70% — Cono- 
co's  businesses  increased  earnings 
44%.  By  far  the  major  portion  of  that 
increase  was  caused  by  the  turn- 
around in  Conoco's  coal  business, 
which  lost  money  in  last  year's  first 
half  when  there  was  a  strike.  Howev- 
er, Conoco's  petroleum  earnings 
were  up  slightly  at  a  time  when 
most  of  the  industry  was  sharply 
down.  Conoco  continued  to  prop  up 
Du  Pont  in  the  third  quarter. 

One  criticism  from  the  crepe- 
hangers that  particularly  galls  Jeffer- 
son is  the  charge  that  Du  Pont  paid 
too  much  for  Conoco.  The  fact  is 
that  Du  Pont  paid  about  half  what 
the  authoritative  and  conservative 
John  S.  Herold,  Inc.  valued  the  com- 
pany at.  It  purchased  domestic  oil 
and  gas  reserves,  for  example,  at  a 
bargain  basement  price  of  $2.50  per 
equivalent  barrel.  Furthermore,  there 
was  a  uniquely  favorable  antitrust 
environment.  Du  Pont  has  had  one 
of  the  worst  relationships  with 
Washington  of  any  company  in 
American  industry,  dating  back  to 
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Asia's  first  international  airline  would  like  to  invite  you  to  experience  some  important 
firsts"  and  a  touch  of  class  you  won't  find  anywhere  else. 

It's  our  First  Class.  And  with  award-winning  Nouvelle  Cuisine,  more  full-length  beds, 
nd  daily  flights  from  the  West  Coast  to  Manila,  it's  no  wonder  Asia's  first  airline  still  is. 


Philippine  Airlines 

Asia's  first  airline  still  is.  m 


Amsterdam  Athens  Bahrain  Bangkok  Brisbane  Canton  Dhahran  Dubai  Frankfurt  Hong  Kong  Honolulu  Jakarta  Karachi  Kuala  Lumpur 
Kuwait  London  LosAngeles  Manila  Melbourne  Peking  PortMoresby  Rome  SanFrancisco  Singapore  Sydney  Taipei  Tokyo 
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How  to  avoid 
this  memo. 


If  you  don't  want  your  boss  to  limit  your 
growth,  don't  limit  the  growth  of  the  company. 

Consider  small  business  computers  that  can 
keep  up  with  your  business  by  giving  you  options 
for  expansion  in  the  future 

And  TeleVideo  Systems,  Inc.  gives  you  what 

no  other 
small  busi- 
ness computer  can — choices 
for  future  growth. 

Choices  that  allow  the  computers  you 
spend  good  money  for  today  to  be 
part  of  your  growing  system  tomorrow. 
For  example,  any  TeleVideo  small 
business  computer  can  be  used  as  a 
stand-alone  computer. 

Then,  because  you  need  flexibility 
for  growth,  your  TeleVideo  com- 
puter gives  you  a  choice  of  ways 
to  grow.  Because  you  can  add 
more  TeleVideo  8-bit  computers. 
Or  TeleVideo  16-bit  computers. 
Or  both,  to  form  a  single  system 
with  up  to  16  stations. 

Since  you  need  more  than 
computers  for  a  complete  sys- 
tem, TeleVideo  gives  you  a 
choice  of  peripherals. 
Including  printers,  termi- 
nals, and  disk  and  tape 
drives. 

Yet  no  matter  what 
form  your  TeleVideo 
System  takes  as  it 
grows,  you'll  never  out- 
grow your  software.  Thanks  to  a  feature  no  other 
computer  system  has— TeleVideo's  MmmOST™ 
executive  program— the  software  you  initially 
invest  in  for  your  stand-alone  computers  can  be 
used  on  any  system  of  TeleVideo  computers  you 
grow  into.  So  you  won't  have  to  make  a  new 
software  investment  everytime  you  reconfigure 


your  system. 

And  because  it's  CP/M®  software,  you'll  have 
the  largest  library  of  software  applications  — 
including  graphics  — to  choose  from. 

TeleVideo  computers  are  serviced  by  TRW's 
nationwide  support  network  and  by  TeleVideo's 
distributors  around  the  world.  Easy  to  understand 
training  packages  are  also  available. 

If  you're  evaluating  small  business  computers, 
choose  the  only  ones  with  a  future.  TeleVideo. 

They'll  help  your  future,  too. 


TeleVideo  Systems,  Inc 
Dept  603H 
1170  Morse  Ave 
Sunnyvale,  CA  94086 

Please  send  me  more  information  about  TeleVideo  computers 
NAME  


TITLE  

COMPANY. 
ADDRESS_ 
CITY  


.  STATE. 


.  ZIP_ 


PHONE  ». 


CP/M  ts  a  registered  trademark  ol  Digital  Research.  Inc 
MmmOST  is  a  trademark  ol  TeleVideo  Systems.  Inc 

Northeast  Region,  617  369  9370.  Eastern  Region.  212-308-0705, 
Southeast  Region,  404-447- 1231.  Midwest  Region,  312-969-0112, 
South  Centra!  Region.  214  258-6776,  Northwest  Region,  408-745-7760, 
Southwest  Region.  714  752-9488,  European  Sales  (Holland),  (31 1 075-28-7461 
See  us  at  Comdex  booth  2444 


MKWH 


TeleVideo  Systems,  Inc. 


Du  Pont  Chairman  Edward  Jefferson 

The  largest  acquisition  in  history,  decided  over  a  weekend. 


the  1930s.  If  it  had  attempted  a 
major  acquisition  at  almost  any  oth- 
er time,  it  might  well  have  run  into 
trouble  from  the  Justice  Department. 

The  speed  with  which  the  Conoco 
decision  was  made  was  totally  un- 
characteristic of  Du  Pont.  Two  pre- 
vious small  acquisitions — Berg  Elec- 
tronics and  New  England  Nuclear — 
had  each  taken  over  a  year  to  ma- 
ture. By  contrast,  the  decision  to  go 
ahead  with  the  largest  acquisition  in 
U.S.  history  was  made  over  the 
Fourth  of  July  weekend.  Says  Irving 
Shapiro,  Du  Pont's  former  CEO  and 
now  chairman  of  its  powerful  fi- 
nance committee,  who  helped  to 
start  it  all  by  recalling  Jefferson  from 
vacation  to  make  the  decision  on 
Conoco:  "You  didn't  have  the  luxury 


of  sitting  back  and  saying,  'Well,  we 
will  bide  our  time  and  think  about  it 
or  look  for  some  competitive  deals.' 
Either  you  had  the  courage  to  seize 
the  moment  or  you  lost  it." 

Jefferson's  decision  to  seize  the  mo- 
ment also  meant  that  the  du  Pont 
family,  whose  widely  dispersed  hold- 
ings totaled  roughly  30%  of  the 
stock,  could  not  be  as  assiduously 
consulted  as  they  would  have  been  in 
earlier  times.  Too  bad.  The  family 
now  holds  just  20%  of  the  stock  vs. 
over  21%  for  Seagram. 

As  for  Du  Pont's  heavy  debt  load 
and  the  loss  of  its  prized  AAA  bond 
rating,  Jefferson  professes  not  to  be 
overly  concerned:  "That  triple  A 
rating  was  a  reserve  capacity  to  bor- 
row against,  either  because  of  op- 


portunity or  great  difficulty."  Still, 
Jefferson  hopes  to  bring  the  ratio 
down  from  40%  of  total  capital  to 
30%  within  three  years,  primarily 
through  sales  of  $2  billion  worth  of 
Conoco  assets.  Against  all  odds,  he 
is  on  target  this  year.  The  sale  of  a 
West  Coast  refinery  earlier  this  year 
freed  up  $100  million,  and  in  Sep- 
tember Du  Pont  sold  a  parcel  of 
domestic  properties  to  Petro-Lewis 
for  $772  million  more — a  price 
nearly  three  times  what  it  paid  for 
them.  Meanwhile,  unwilling  to  in- 
crease debt  any  further,  Jefferson 
has  ordered  the  company  to  live 
within  its  cash  flow.  As  a  result, 
although  cash  flow  should  touch  $4 
billion  in  1982,  Du  Pont's  capital 
budget  has  been  cut  some  $300 
million,  to  $3.5  billion. 

As  to  the  charges  that  Du  Pont's 
focus  has  been  blurred,  Jefferson  ar- 
gues that  by  ensuring  a  stable  raw 
materials  supply  for  the  petroleum- 
based  products  and  providing  a  nec- 
essary earnings  balance,  he  has  cre- 
ated a  more  secure  environment  in 
which  the  other  businesses  can 
continue  to  grow.  He  points  to  Du 
Pont's  research  and  development 
budget  of  $750  million,  20%  higher 
than  last  year,  to  show  his  commit- 
ment. Still,  Du  Pont  is  likely  to 
focus  that  research  increasingly  on 
energy  matters,  and  the  effect  of 
the  other  businesses  on  a  much  big- 
ger company  will  not  be  as  great. 

One  thing  is  clear:  Ed  Jefferson  has 
changed  Du  Pont  as  fundamentally  as 
Pierre  S.  du  Pont  did  in  the  years  after 
World  War  I,  when  he  transformed  it 
from  an  explosives  manufacturer  into 
the  complex,  multi-industry  com- 
pany it  became.  Pierre  du  Pont  did  not 
have  to  suffer  the  slings  and  arrows  of 
an  outraged  Wall  Street  as  Ed  Jefferson 
has,  and  probably  would  not  have 
cared  if  he  had.  Ed  Jefferson,  a 
nonfamily  manager  who  was  just 
three  months  in  office  when  he  made 
probably  the  most  momentous  deci- 
sion of  his  administration,  has  cause 
to  be  more  sensitive.  Whether  or  not 
he  made  the  correct  decision  may  not 
really  be  known  for  decades. 

Ultimately,  whether  Conoco  proves 
to  have  been  a  good  deal  depends  upon 
energy  prices.  But  if  Conoco  helps  Du 
Pont's  results  in  the  worst  year  the 
energy  industry  has  had  in  a  decade,  it 
will  be  far  more  valuable  in  a  good  year. 
Meanwhile,  Jefferson  is  anxiously 
awaiting  an  economic  upturn.  "As  we 
get  back  to  a  decent  level  of  capacity 
utilization,  we're  going  to  turn  in  some 
pretty  strong  performances,"  he  says. 
"There  is  nothing  like  performance" — 
to  silence  the  crepehangers.  ■ 
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FOB  THE  WET 
FOR  THE  WHITE 
FOR  THE  WINDING 
FOR  THE  WILD 
FOR  THE  WARM 
FOR  THE  WEEKEND 
FOR  THE  WALLET 


EPA  EST  MPG' 


W  is  for  Eagle  Wagon.  And  for  the 
wherever.  Because  Eagle  is  the  only  auto- 
mobile in  the  world  that  lets  you  go  from 
2-wheel  drive  to  full-time  4-wheel  drive  at 
the  flick  of  a  switch.  2-wheel  drive  for  high  mileage  on  the 
highway.  4-wheel  drive  for  worry-free  traction  and  security 


when  the  roads  weave,  the  weather  worsens,  or  when 
you  just  want  to  wander  where  there  is  no  road. 
And  Eagle's  well-appointed  interior  makes  the  going 
all  the  more  wonderful.  Why  not  see  the 
1983  Eagle  Wagon  today.  Wherever  you're  going, 
whatever  the  weather,  it'll  fit  you  to  a  W. 


The  2-wheel/4-wheel  drive  EAGLE  V I 

FROM  AMERICAN  MOTORS 

"Optional  5-speed  stick  Use  these  figures  for  comparison  Your  results  may  differ  due  to  driving  speed,  weather  conditions  and  trip  length  Highway  and  California  figures  lower. 


Change  can  be  swift  or  gradual.  But  either  way,  it  is 
inevitable.  Sometimes  the  results  fall  into  the  realm  of  the 
spectacular.  Other  times,  change  is  simply  the  process  of 
getting  better  or  enduring  where  others  falter. 

Behind  me  is  one  magnificent  example  of  what  change 
can  achieve.  Before  me  is  another.  Today,  after  many  success- 
ful decades  of  change,  The  Greyhound  Corporation  is  in  the 


best  and  strongest  financial  condition  in  its  history. 

The  prospect  of  leading  this  major  corporation  thrc 
the  coming  years  is  one  I  find  exhilarating.  We're  building 
the  best  of  the  past  and  present . . .  and  going  wherever  cc 
structive  change  can  take  us. 

My  objectives  as  chairman  and  chief  executive  off 
are  not  just  growth,  but  Quality  growth;  not  just  profitability 


Some  things  are  timeless . . ." 

m  W.  Teets 

rman  of  the  Board  and  Chief  Executive  Officer 
Sreyhound  Corporation 


;  iring  profitability.  The  process  of  change  and  diversifica- 
5  hat  Greyhound  has  benefited  from  in  the  past  is  more  than 
5  iesirable.  It  is  absolutely  essential.  Because  no  matter 
:  good  things  are  today,  we  nevertheless  cannot  be  content 
ii  5  continuation  of  things  as  they  are.  We  have  in  our  grasp 
ii  bility  to  shape  our  own  destiny ...  to  challenge  the  future, 
lore  than  that,  we  have  the  will  to  make  it  happen! 


The  Greyhound  Corporation 

A  company  for  the  eighties. 


Who  discovered 
whole  new  ways  to  guide 

investors  to  safety? 


Even  the  safest  investments  can  be 
improved.  Certificates  of  Deposit,  for 
example,  are  fully  insured  for  up  to 
$100,000  by  FDIC  or  FSLIC.  Safety  isn't  a 
problem. 

But  that  well-known  "substantial 
penalty  for  early  withdrawal"  can  be.  And 
Merrill  Lynch  can  help  you  solve  it. 

We  intend  to  maintain  a  secondary  market;  that 
means  we'll  buy  back  any  CD's  we  sell,  anytime  you  like,  at 
prevailing  market  rates.  You  can  also  redeem  them  at  the 
issuing  bank  or  S&L,  of  course,  but  that  involves  the  penalty 

Your  Merrill  Lynch  Account  Executive  can  also  tell 
you  how  to  use  CD's  strategically.  Variable-rate  CD's  are  more 
attractive  if  you  think  interest  rates  are  going  up;  fixed-rate 
CD's  let  you  lock  in  current  yields;  and  zero-coupon  CD's  give 
you  the  flexibility  of  small  unit  prices— as  little  as  $250. 

For  a  booklet  on  investing  for  safety  with  CD's,  call 
1-800-526-3030  (ext.  952)  Monday  through  Friday,  8:30  A.M. 
to  midnight  Eastern  time.  In  New  Jersey,  call  1-800-742-2900 
(ext.  952).  Or  talk  to  a  Merrill  Lynch  Account  Executive. 

No  one  else  can  give  you  more  help  with  more  kinds 
of  investments.  No  one  else. 


Merrill  Lynch 

:h,  Pierce.  Fennerii  Smith  Inc 


A  breed  apart. 


Who  else  but 


Merrill  Lynch 


) Copyright  1962  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated  PuhlisheoLm  I!  S  A  MI  rights  reserved  Member. 


In  Germany  its  Schlumpfe,  in  Italy  Puffo,  in  Spain  Pitufo  and  in 
Scandinavia  Smolf.  Whatever  you  call  it,  its  cute  to  the  kids,  and 
fast  bucks  to  outfits  like  Wallace  Berrie. 


Smurfy  to 
the  max 


By  Richard  Greene 
and  Ellyn  Spragins 


AT  FIRST  GLANCE,  it  looked  just 
like  the  convention  of  tax  ac- 
b  countants  droning  on  in  the 
next  ballroom  of  New  York's  Grand 
Hyatt  Hotel.  Until  you  listened  to 
snatches  of  conversation. 

"I  was  just  talking  to  Steven  the 
other  day,"  says  one  man,  showing 
off  what  is  presumably  a  first- 
name  relationship  with  movie  di- 
rector Steven  Spielberg.  From  a 
nearby  clutch  of  men  in  pin-striped 
suits:  "As  soon  as  we'd  gotten  into 
Pac-Man,  we  knew  we  had  it 
made."  Across  the  room,  another 
conversation:  "They  just  wanted 
too  much  up-front  money.  It 
wasn't  worth  it." 

This  is  a  convention  of  product 
licensors,  people  who  make  deals 
renting  other  people's  characters 
and  names  to  businesses  which 
want  to  capitalize  on  their  success. 
One  man  is  standing  slightly  aloof. 
He  can  afford  to  be  aloof.  Barry 
Samuels  is  vice  president  in  charge 
of  licensing  for  Wallace  Berrie  &. 
Co.,  exclusive  North  American  li- 
censee for  Smurfs — probably  the 
hottest  item  in  today's  $17  billion 
licensing  market. 

Smurfs?  They're  those  blue  _ 
gnomes  with  white  stocking  caps  that 
clutter  the  window  of  every  statio- 
nery store  in  the  country.  This  year 
the  little  creatures  will  be  responsible 
for  some  $600  million  worth  of  retail 
sales  of  stuffed  toys,  vanity  sets,  ap- 
parel, transistor  radios  and  even  wad- 
ing pools. 

At  the  core  of  Smurfdom  are  scores 
of  two-inch-high  soft  plastic  figures 
covering  every  conceivable  occupa- 
tion and  activity:  tennis  player,  artist, 
baker,  writer,  cowboy,  and  so  on. 


They  retail  for  around  $1.50. 

Turn  on  the  TV  and  you  find 
Smurfs  picking  up  great  ratings  every 
Saturday  morning  on  NBC. 

There  have  been  licensed  products 
ever  since  the  days  of  Shirley  Temple 
dolls  and  Mickey  Mouse  50  years  ago, 
but  the  market  has  really  boomed  in 
recent  years,  and  of  all  the  characters 
that  have  entered  the  fray,  Smurfs 


E/ins  ( left ),  Toibb  ( right )  and  Smurf 
$600  million  this  year.  Next  year? 

have  as  good  a  shot  as  any  of  becom- 
ing— everyone's  dream — "the  next 
Mickey  Mouse." 

Licensed  products  trading  on 
known  characters — like  Strawberry 
Shortcake  or  E.T.,  as  well  as  Smurfs — 
are  safe  bets  for  the  cautious  retailer  if 
only  because  of  the  enormous  expo- 
sure they  get  in  the  media.  How  much 
is  a  daily  comic  strip  worth  to  Snoopy, 
a  never-ending  series  of  movies  to  Star 
Wars,  90  minutes  of  TV  time  on  Sat- 
urday morning  to  Smurfs?  Plenty. 


Smurfs  have  attracted  major  corpo- 
rations, such  as  Mead,  Catalina,  Mil- 
ton Bradley,  Coleco,  Random  House 
and  Mattel.  Not  bad  for  a  little  blue 
creature  that,  in  Smurf  literature,  is 
only  "three  apples  high,"  and  "some 
scholars  think  dropped  out  of  mush- 
rooms, while  others  are  sure  they  just 
Smurfed  out  of  nowhere." 
In  fact,  they  Smurfed  out  of  Europe, 
across  which  the  little  creatures 
have  swept  like  a  great  blue  horde 
for  about  25  years.  They  were  cre- 
ated in  1957  by  Pierre  (Peyo)  Culli- 
ford,  a  Belgian  illustrator.  His  book 
illustrations  attracted  the  atten- 
tion of  some  European  toy  manu- 
facturers, and  Smurf  was  off  and 
running.  In  Germany  he  became 
Schlumpfe,  in  Italy  Puffo,  in  Spain 
Pitufo  and  in  Scandinavia  Smolf. 
When  British  Petroleum  started  to 
use  Smurfs  as  a  promotional  item, 
it  attracted  the  attention  of  U.S.- 
based  Wallace  Berrie,  then  a  rela- 
tively small  gift  manufacturer  that 
turned  out  stationery  and  small  ce- 
ramic statues  with  various  mes- 
sages on  them. 

Wallace  Berrie's  President  Larry 
Elms  was  taking  more  of  a  chance 
than  you  might  think.  Toy  con- 
cepts successful  in  Europe  haven't 
made  it  often  in  this  country.  Co- 
.  lumbia  Pictures'  licensing  division 
had  a  license  for  Smurfs  before  Wal- 
lace Berrie  and  did  little  with  it.  Says 
Lester  Borden  of  Columbia:  "The 
time  wasn't  right  for  it.  They  had  no 
recognition  here." 

Columbia's  caution  was  Wallace 
Berrie's  gain.  Elins  and  his  partner, 
Harris  Toibb,  just  didn't  see  how 
Smurfs  could  fail  in  the  U.S.  By  1980 
the  firm  had  signed  up  17  sublicens- 
ees. Wallace  Berrie  kept  for  itself  the 
little  rubberized  Smurfs,  which  are 
manufactured  in  West  Germany,  and 
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the  plush  Smurf  dolls,  which  are 
made  in  the  Orient. 

Smurfs  were  growing  well  enough, 
joining  the  ranks  of  other  major  li- 
censes. But  then  fate  took  a  hand  in 
the  form  of  TV  mogul  Fred  Silver- 
man's daughter,  Melissa. 

Culliford  repeats  the  legend:  "NBC 
had  originally  turned  down  a  Smurf 
show.  But  one  day  Mr.  Silverman  was 
taking  a  walk  with  his  little  daughter 
and  she  wanted  a  Smurf,  which  Mr. 
Silverman  bought  for  her.  She  took  it 
to  bed  with  her.  He  quickly  tele- 
phoned animator  Hanna-Barbera  [cre- 
ators of  the  Flintstones,  among  oth- 
ers) and  gave  them  the  go-ahead  for  a 
television  show." 

Silverman  was  fired  from  NBC  be- 
fore the  Smurf  paid  off,  but  in  1981 
Smurfs  average  share  of  audience  was 
39%.  It  was  the  most  successful  car- 
toon character  introduced  on  Satur- 
day morning  in  the  last  ten  years. 

Alas,  Wallace  Berrie  didn't  own  the 
■TV  rights,  but  it  profited  all  the 
same.  Soon  it  was  getting  calls  from 
licensees  wanting  to  use  Smurf  for 
every  product  imaginable.  Coleco,  for 
one,  is  bringing  out  a  line  of  Smurf 
video  games.  The  first  one,  complete 
with  a  musical  background,  consists 
of  an  ever-changing  obstacle  course 
that  includes  an  evil  magician's  cas- 
tle, swooping  bats  and  deadly  spiders. 
A  major  food  company  is  negotiating 
to  bring  out  a  Smurf  cereal.  Smurf  ber- 
ries, anyone? 

And  what's  Wallace  Berrie  making 
out  of  all  this?  Elins  claims  that 
Smurf  products  will  do  about  $600 
million  at  retail  this  year.  Assume  it's 
worth  about  half  that  at  wholesale,  or 
$300  million.  Three-quarters  of  that 
is  sublicensed — $225  million — and 
Wallace  Berrie  gets  royalties  of  about 
7%  on  that.  That  works  out  to  almost 
$16  million  before  expenses,  plus 
whatever  the  firm  is  making  on  the 
$75  million  worth  of  Smurf  products 
that  it  manufactures  and  distributes. 

Actually,  the  company  could  get 
even  higher  royalties  on  its  Smurfs, 
but  prefers  to  milk  the  product  slowly 
for  maximum  yield.  "If  you  go  to  10% 
royalties,  that's  just  passed  right  on  to 
the  consumer,"  says  Carole  Mac- 
Gillvray,  vice  president  of  General 
Mills  Toy  Group,  which  makes 
Strawberry  Shortcake,  another  popu- 
lar licensed  character.  "Then  the  con- 
sumer may  buy  something  else." 

Take  the  Muppets.  Some  licensees 
say  Jim  Henson,  their  creator,  was 

Elins,  Toibb  and  more  Smurfs 

In  a  business  of  fads,  can  Smurfs 

join  Mickey  in  immortality? 
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Is  there  life  after  Christmas? 


E,  T, 


Like  any  other  fashion  item,  licensed  prod- 
ucts have  a  very  uncertain  future 
as  they  hattle  for  limited  shelf  space 
and  consumer  dollars.  But  buyers 
have  to  place  their  bets  anyway.  Here 
is  a  consensus  of  their  opinions  on  the 
current  crop: 

E.T.:  "A  sure  thing"  for  Christmas, 
says  the  industry.  But  the  products  are 
coming  out  some  time  after  the  movie, 
and  that  may  mean  a  glut  on  the  market- 
place. What  happens  after  Christmas  is 
anybody's  guess,  but  an  E.T.  sequel  should 
provide  some  extra  oomph  whenever  it 
comes  out. 

Snoopy:  Nobody  except  Mickey 
Mouse  has  outdistanced  this  marathoner 
and  his  gang.  Schulz'  daily  strip  plus  year- 
ly specials  and  a  tight  control  on  quality 
keep  Snoopy  young.  Snoopy  may  be  a  bit 
weak  right  now,  but  it's  a  good  bet  for  the  long  haul. 

Garfield:  Taken  from  the  comic  strip,  this  cat  with  his  eyelids  at 
half-mast  has  been  very  hot.  But  so  far  it's  just  one  character,  which 
may  wear  thin  after  a  while. 

Supertaeroes:  Even  Batman  and  Robin  can't  save  themselves  from 
competition.  Saturday  morning  cartoons  live  on,  but  Superman  and 
buddies  are  gathering  dust  on  the  shelves. 

Mickey  Mouse  and  friends:  The  oldest  contender  in  the  race  teach- 
es the  others  how  to  do  it.  Two  big  theme  parks  keep  the  interest 
fanned  year  after  year.  In  addition,  generation  after  generation  of 
parents  have  grown  up  with  Mickey  and  are  inclined  to  continue  the 
tradition  with  their  children. 

Strawberry  Shortcake:  Incredibly  hot  last  year.  General  Mills  and 
American  Greetings  with  licensees  are  spending  some  $25  million 
promoting  the  line,  which  includes  all  sorts  of  scented  dolls  and  their 
friends.  That  kind  of  investment  plus  savvy  marketing  gives  Straw- 
berry a  good  shot  at  real  longevity.  Some  buyers,  though,  are  annoyed 
at  the  shortage  of  product. 

Star  Wars:  Luke  Skywalker  and  the  rest  were  the  hottest  licensed 
items  ever  to  come  out  of  the  movies,  but  they  have  been  edged  out  by 
the  newcomers.  Star  Wars  III  will  probably  bring  the  line  back,  with  all 
sorts  of  new  characters. 

Pac  Man:  Video  games  are  the  fastest-growing  single  element  in 
the  industry,  and  none  more  so  than  voracious  Pac-Man.  But  since 
video  games  are  inherently  short-lived,  products  based  on  them  will 
fade  as  the  games  themselves  do.  The  Saturday  morning  kids'  show 
may  give  Pac-Man  an  energizcr,  however. 

Annie:  Ageless  comic  strip,  great  show,  but  the 
doll  didn't  do  so  well.  Most  buyers  are  blaming 
the  movie. 

Miss  Piggy  and  The  Muppets:  Can't 
take  any  points  away  from  Henson, 
who  is  widely  regarded  as  a  merchan- 
dising genius.  But  with  no  new  TV 
shows  being  made  and  a  second  film 
that  didn't  live  up  to  many  of  the 
licensors'  expectations,  the  Muppets 
is  fading  fast.  What  the  industry  is 
anxiously  waiting  for  is  Henson's  complete 
new  line,  Fraggle  Rock. 

Dukes  of  Hazzard:  The  car  was  the  thing,  not 
the  characters,  but  it  seems  to  be  running  out  of 
gas.— R.G.  and  E.S. 


ine 


Mickey  Mouse 


charging  10%  in  royalties,  which 
translated  into  high  prices  at  retail. 
When  their  first  movie  came  out,  the 
Muppets  were  on  dozens  of  magazine 
covers  around  the  country,  and  con- 
sumers were  willing  to  pay  the  price. 
But  the  second  Muppet  movie,  Tm 
Great Muppet  Caper,  wasn't  as  success- 
ful and  consumers  grew  weary  of 
Muppets.  Just  a  few  weeks  ago, 
Macy's  in  New  York  was  giving  away 
free  Muppet  posters  with  every  Mup- 
pet product  sold. 

Current  speculation  is  that  similar 
problems  may  be  in  store  for  E.T.,  one 
of  the  most  avidly  awaited  licensed 
products  of  all  time.  There's  little 
doubt  the  products  will  have  a  suc- 
cessful Christmas.  But  MCA  is  re- 
portedly charging  around  15%  for 
many  of  its  licenses.  What's  more,  the 
movie  has  been  out  for  months,  and 
there's  some  question  as  to  how 
strong  its  staying  power  will  be  after 
Christmas. 

Overcharging  isn't  the  only  pitfall 
that  awaits  the  greedy  licensee. 
Overselling  can  be  even  worse.  "Con- 
sumers don't  kill  a  new  product,"  says 
MacGillvray,  "the  buyers  in  stores  do. 
If  an  item  is  hot  they'll  call  and  say, 
'Ship  us  more,  ship  us  more,'  and  then 
when  Christmas  is  over  and  there's 
still  product  on  their  shelves,  they  say, 
'It  didn't  sell.  We  need  something 
new.'  We  say  to  our  licensees,  'Don't 
get  piggy.  Don't  overship.  We  don't 
want  product  sitting  around  in  Janu- 
ary.' "  Adds  Wallace  Berne's  Harris 
Toibb,  "You  have  to  be  careful  how 
much  Smurf  product  you  allow  onto 
the  shelves." 

The  Snoopy  line  of  goods — which 
includes  a  solid  silver  Snoopy  sold  at 
Cartier's — is  famous  for  controlling 
its  licensor.  "We  still  have  not  li- 
censed many  things  that  people  would 
like  us  to  do,"  says  Robert  Metz,  presi- 
dent of  United  Media,  an  affiliate  of 
United  Features  Syndicate,  the  sole 
licensor  of  Snoopy.  "If  you  try  to  do  it 
all  at  once,  you  really  do  wind  up 
killing  the  characters." 

The  industry  bristles  at  the  mere 
mention  of  pirating.  There's  nothing 
easier  than  having  labels  made  up 
with  the  Smurf  image  on  them,  then 
sticking  them  on  10,000  toy  tele- 
phones. So,  licensors  are  forced  to 
spend  big  money  on  protracted  legal 
battles  to  protect  their  all-important 
characters. 

Ask  a  child  between  the  ages  of  3 
and  12:  "What's  the  attraction  of 
Smurfs?"  "I  like  the  way  they  talk  on 
TV,"  says  five-year-old  Wesley  Scott 
Miller. 

For  people  at  Wallace  Berne,  they 
talk  big  money.  ■ 
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Since  1850,  shoes  that  are  the  choice  of  gentlemen  who  demand 
the  finest  leather,  impeccable  styling  and  uncompromising  quality. 

For  a  free  style  pamphlet  and  your  nearest  dealer,  write  to  Johnston  &  Murphy  Shoe  Company,  462C  Genesco  Park,  Dept.  F,  Nashville,  Tenne 


Xerox  5400 
$16,095 


IBM  Series  III 
Model  10 

$22,635 


All  of  these  copier 
give  you  equally  cris| 

One  costs  a  little  less 


Minolta  EP300 
$2,195 
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We're  being  modest  when  we  say  that 
all  these  copiers  produce  copies  of 
equal  quality. 

The  fact  is  74%  of  consumers  inter- 
/iewed  by  Nationwide  Consumer  Test- 
ing Institute  said  the  copies  produced 
oy  the  EP  300  were  not  just  equal, 
Dut  clearly  superior  to  those  from  the 
Kerox®  and  IBM®  copiers. 

So,  while  the  Xerox  and  IBM  certainly 
do  bigger  jobs,  they  don't  do  better  jobs 
;:han  the  Minolta  EP  300  when  it  comes 
to  copy  quality. 

We'd  stack  up  the  EP  300's  copies 
against  just  about  any  copier  on  earth 
pecause  Minolta's  exclusive  micro-ton- 
ing system  produces  crispness  of  line 
and  clarity  of  detail.  From  top  to 
bottom.  As  well  as  edge  to  edge.  On 
i/irtually  any  paper  up  to  10  x  14" 
The  EP  300  also  has  an  electronic 


troubleshooter  to  prevent  small  prob- 
lems from  growing  into  big  ones. 

For  convenience,  we  gave  the 
EP  300  a  universal  paper  tray  so  you 
can  change  paper  sizes  without 
changing  trays. 

And  with  the  help  of  advanced  fiber 
optics,  we  got  it  all  to  fit  into  a  space 
hardly  larger  than  an  office  typewriter. 

If  you'd  like  the  name  of  your  nearest 
authorized  Minolta  dealer,  look  under 
our  trademark  in  the  Yellow  Pages. 
Or  call  toll-free  800-526-5256. 
In  New  Jersey,  201-797-7808. 

Ask  about  the  compact  Minolta 
copier  that  proves  that  being  the 
biggest  doesn't  always  mean 
being  the  best. 

The  Minolta  EP  300. 

At  up  to  10  times  the  price, 

we'd  still  look  good. 


ear  copies 


□  Please  send  me  the  copy  test  results 

□  I'd  like  more  information  Please  have  my  local  dealer 
contact  me. 


FN-l 


MINOLTA 


Name. 
Title_ 


Company. 
Address— 

City  

Zip  


.State. 


.Telephone- 


Maii  to  Minolta  Corporation,  Business  Equipment  Division,  101  Williams  Drive 
Ramsey  N|  07446 


The  tide  is  definitely  out  for  world  shipping. 
But  what's  bad  for  shipowners  is  good  for 
the  people  who  keep  the  world's  fleets  in 
readiness,  against  the  day  of  need. 


The  ghost  fleet 


By  Stephen  Kindel 


It's  the  worst  crisis  the  world's 
shipping  industry  has  seen  since 
the  end  of  World  War  II.  More 
than  1,000  ships,  mostly  tankers,  lie 
empty  and  silent  in  anchorages 
around  the  world.  Many  are  headed 
for  the  scrap  heap.  Over  25  million 
deadweight  tons  have  been  scrapped 
this  year  alone.  An  even  greater  num- 
ber, perhaps  2,000,  are  scraping  by  on 
a  contract-to-contract  basis. 

Things  are  so  bad  that  the  people 
who  put  ships  into  mothballs  have  all 
the  business  they  can  handle  and  are 
playing  baby-sitter  for  fees  that  would 
make  a  teenager  green  with  envy.  BP 
Shipcare  Ltd.  is  considered  the  most 
important  of  the   mothballers,  al- 


though the  Greek  merchant  marine 
industry's  Elevsis  anchorage,  at  640 
ships,  is  by  far  the  world's  largest  hold- 
ing pen.  The  reason  shipowners  attach 
more  importance  to  Brunei  Bay  is  that 
the  fleet  mothballed  there  is  newer 
and  more  likely  to  put  to  sea  when  an 
upturn  comes.  Half  of  the  Greek  fleet 
is  more  than  20  years  old,  dangerously 
old  for  tankers,  and  is  likely  either  to 
find  its  way  to  the  scrap  heap  or,  per- 
haps, to  join  the  Persian  fleet  that  sits 
at  the  bottom  of  Elevsis,  sunk  2,500 
years  ago  by  Thcmistocles. 

When  BP  Shipcare  accepts  a  ship  in 
Singapore,  it  gets  $100,000  for  taking 
it  on,  and  then  another  $25,000  to 
$35,000  a  month  to  keep  it  in  top- 
flight condition.  Most  of  the  prepara- 
tion for  lay-up  is  performed  in  Singa- 


pore, prior  to  the  three-day  sail  to 
Brunei  Bay  off  Borneo.  The  ship's  ma- 
chinery is  given  a  coat  of  heavy 
grease,  the  holds  are  cleaned  of  sludge 
and  degassed.  Once  it  reaches  Brunei 
Bay,  the  ship  is  shut  down;  the  engine 
is  sealed  and  dehumidified,  because 
the  delicate  tubing  of  a  ship's  boiler 
can  easily  corrode  in  the  90%  humid- 
ity off  Borneo.  Once  anchor  is 
dropped,  the  ship  is  baby-sat  by  two 
Malay  watchmen  and  periodically  in- 
spected by  a  pair  of  British  specialists 
who  move  from  ship  to  ship  by 
launch. 

Although  it  is  remote,  BP  Shipcare 
says  that  its  anchorage  is  almost  ideal. 
It  is  south  of  the  China  Sea  typhoon 
belt  and  convenient  to  the  shipyards 
of  Korea  and  Japan,  so  that  newly 
built  ships  without  charters  can  be 
sailed  directly  into  mothballs. 

While  the  cost  of  maintaining  such 
an  operation  is  fairly  low — BP  Ship- 
care's  Brunei  Bay  staff  numbers  only 
38  for  a  28-ship  fleet — the  world's 
shipowners  feel  they  are  getting  their 
money's  worth.  A  tanker,  once 
scrapped,  cannot  be  reclaimed;  it 
must  be  replaced  with  a  new  tanker, 
which  costs  upward  of  $80  million. 
That's  why  it  still  pays  to  build  ships 
and  sail  them  straight  to  the  baby- 
sitters. The  world  has  endured  ship- 
ping gluts  before — in  1946,  1953  and 
1974 — say  the  owners.  But  there's  al- 
ways a  new  crisis  to  create  new  de- 
mand. At  that  point,  anybody  with  a 
hull  to  charter  can  make  back  the 
entire  baby-sitting  cost  on  a  single 
voyage.  ■ 


Mothballed  tankers  at  Elevsis,  Greece,  near  Piraeus 

Waiting  for  the  scrap  heap  or  a  berth  at  the  bottom  with  the  Persian  fleet. 
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Hello, 

BarclaysAmerican/ 
Business  Credit?" 


How  to  get  the 
money  you  want 
tor  the  flexibility 
you  need. 

We  can  help  you  jump  on  business  opportunity. 
Improving  your  cash  flow  lets  you  acquire  more 
productive  equipment,  expand  markets,  take  advan- 
tage of  prompt  payment  and  volume  discounts,  or 
effect  an  acquisition. 

Our  asset-based  loans  place  considerable  value  on 
your  accounts  receivable,  inventory,  machinery,  plant 
and  equipment,  or  real  estate. 

This  ability  to  understand  the  value  of  your  collat- 
eral allows  us  to  react  quickly  and  flexibly  to  your 
borrowing  needs. 

For  working  capital  that 
I^QlVtl  <%wTgi     can  increase  profitability, 

Business  Credit 


give  us  a  call. 


An  affiliate  of 


BARCLAYS 
Bank 


Service  is  the  difference  between  our  money  and  other  money.' 

Offices  located  nationwide. 

Corporate  Headquarters:  111  Founders  Plaza,  East  Hartford.  CT  06108,  (203)  528-4831. 


One  Stamford  Forum,  Stamford,  Conn.  06904 


\AAA/VA 


"A  phone  that 
automatically  redials 
a  busy  number? 

GEE!" 


fcTra  Flip-Phone®n 
1         2  3 
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Off  to  Ml 


(No,  GTE!) 

GTE's  unique  Flip-Phone®  II  is  like 
something  out  of  a  spy  movie. 

First  of  all,  the  entire  unit  is  just  one, 
small,  compact  piece  that  flips  open  when 
picked  up.  (Thus,  its  name.) 

It  has  the  extraordinary  capacity  to 
automatically  redial  the  last  number  you 
dialed.  All  you  do  is  simply  press  a  button. 
(Extremely  handy  for  redialing  things  like 
busy  numbers,  people  who  aren't  in,  or 
just  someone  you  want  to  call  back.) 

It  also  has  a  one-button  feature  that  lets 
you  talk  to  someone  who's  in  the  room 
with  you  without  the  party  on  the  other 
end  of  the  line  hearing  (though  you  can 
still  hear  them). 

The  Flip-Phone®  II  telephone  is  really 
one  of  the  most  advanced  as  far  as  home 
phones  go.  What's  more,  it's  fun. 


It  used  to  be  that  you  sat  in  a  chair  and 
worked  at  a  desk.  Not  in  the  days  of  com- 
puters and  video  display  terminals. 

Furnishing 
the  office 
of  the  future 


By  Jay  Gissen 


T|  he  basic  tool  of  the  office 
worker — the  desk — has  not 
changed  much  since  Louis  XIV. 
As  Gertrude  Stein  might  have  said, 
desk  is  a  desk  is  a  desk. 

Or  is  it?  Not  according  to  the  folks 
who  sell  office  furniture.  They  aim 
to  squeeze  handsome  profit  gains  out 
of  minor  product  differentiations. 
Michigan-based  Haworth,  Inc., 
for  example,  offers  a  chair  from 
which  "you  can  see  the  shape  of 
things  evolving."  San  Francisco 
designer  Bruce  Burdick  talks  in 
terms  of  a  desk  "that  offers  the 
sense  of  control ...  of  a  Porsche 
911,"  while  Herman  Miller, 
Inc.'s  brochure  points  out  that 
"different  workers  require  dif- 
ferent seating  solutions."  And 
you  thought  it  was  just  a  matter 
of  sitting  down. 

The  emphasis  on  design  and 
productivity  is  part  of  a  trans- 
formation in  the  office  furniture 
business — an  almost  $5  billion 
market  that  is  growing  by  some 
15%  annually.  The  change  be- 
gan in  1968,  when  Michigan- 
based  Herman  Miller  intro- 
duced the  "open  plan"  office. 
These  maze-like  cubicle  ar- 
rangements are  now  used  in  at 
least  30%  of  all  offices  and  ac- 
count for  nearly  half  of  the  in- 
dustry's sales. 

Shrewd  manufacturers  like 
Herman  Miller,  Steelcase  and 
Cleveland-based  Hauserman, 
Inc.  realized  two  important 
things  early  in  the  Seventies:  As 
corporations  grew  they  would 
either  have  to  expand  or  rede- 
sign facilities,  and  integrating 
computers  into  the  office  would 
provide  a  rare  opportunity  for  a 


new  product  line.  Today  most  of  the 
225  or  so  office  furniture  manufactur- 
ers offer  work  stations  and  seating 
that  have  been  specially  designed  for 
use  with  electronic  equipment. 

There  is  more  than  just  automa- 
tion, however,  behind  the  growing  de- 
mand for  office  furniture.  Until  the 
Seventies  most  companies  spent  their 
facilities  budgets  on  the  factory  and 
largely    ignored    their  white:collar 


Herman  Miller  furniture  in  a  New  York  office 
"The  sense  of  control  of  a  Porsche  911." 


workers.  "Lots  of  people  are  out  there 
in  antiquated  situations,"  says  Steel- 
case  President  Robert  Pew.  Adds  Hau- 
serman President  William  Hauser- 
man, "One  of  the  significant  engines 
powering  this  industry's  growth  is 
that  management  is  now  recognizing 
the  need  for  white-collar  comfort." 

Herman  Miller,  the  largest  publicly 
held  company  in  the  industry,  illus- 
trates the  overall  transformation.  It 
spends  3.5%  of  sales  on  research — $9 
million  in  1981.  That  may  seem  high 
for  a  furniture  company,  but  it  has 
paid  off.  Miller's  annual  revenues 
were  just  $16  million  in  1968  and  now 
exceed  $300  million.  What's  more, 
the  company  has  almost  20%  of  the 
open-plan  furniture  market. 

Herman  Miller  also  realized  that  an 
office  productivity  champion  inside  a 
customer  company  would  work  won- 
ders for  furniture  demand.  That's  why 
it  promotes  the  concept  of  full-time 
facility  managers.  These  professionals, 
whose  duties  range  from  space  and 
productivity  planning  to  traditional 
maintenance,  are  now  on  duty  at  corpo- 
rations like  American  Express  and 
Honeywell.  Not  incidentally,  they  also 
choose  which  furniture  to  purchase 
when  it's  time  to  move  or  modernize. 
Since  an  individual  work  sta- 
tion typically  costs  $3,000,  Her- 
man Miller  bankrolls  a  1,000- 
member  organization  called  the 
Facility  Management  Institute. 
Its  objective  is  "advancing  fa- 
cility management  as  a  new 
management  science,"  and 
Miller's  logic  is  simple.  A  facili- 
ty manager  will  not  merely  pur- 
chase desks  and  chairs.  He  will 
lobby  for  bigger  bucks  to  buy 
"seating  solutions"  and  a 
"sense  of  control." 

What  helps  make  the  time 
right  for  facility  managers  is  the 
addition  of  electronic  equip- 
ment to  the  office.  A  decade  ago 
there  were  60  office  workers  for 
each  video  display  terminal. 
Now,  half  of  the  nation's  100 
million  work  force  is  in  the  of- 
fice, and  there  are  fewer  than  15 
workers  per  VDT.  "It  will  be 
like  another  chair  at  the  table," 
says  designer  Bruce  Burdick. 

That  means  the  industry  may 
get  even  more  competitive.  In 
the  future,  for  example,  firms 
will  be  able  to  design  their  work 
environments  with  light,  air 
temperature  and  circulation, 
heat  and  sound  levels  individual- 
ly controlled  for  each  employee. 
Will  that  increase  productivity? 
Leave  it  to  the  office  furniture 
industry  to  convince  us.  ■ 
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Were  the  worlds  biggest 
small  appliance  companybecaase 
were  mothers  little  helper. 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


[Our  remarkable  work-saving 
kitchen  appliances  can  be 
1  bund  almost  anywhere  in 
the  world  today.  Our  food 
I  processors,  toasters,  blenders, 
:  rryoans  and  other  electrical 
1  he  pers  are  being  used  in  kitch- 
i  ens  of  virtually  every  descrip- 
tion to  prepare  virtually  any 
y  meal  imaginable. 

Meeting  special  needs  for 
labor-saving  kitchen  help  has 
1  made  us  the  world's  biggest 
J  small  appliance 
i  company.  ^ 


[Tie  most  popular 
i  nixer  worldwide 
■  iince  1930.  the 
1  Sunbeam  d 
t^ixmaster, 
low  features 
^electronic  controls 
md  has  20%  more 
xswer  than 
previous  models. 


And  our  famous 
brands  are  providing  consumers 
with  utilitarian  products  for  their 
"kitchen  of  the  future." 

It  would  be  hard  to  find  a 
modern  kitchen  that  does  not 
utilize  some  appliance  made 
by  Sunbeam  or  Oster,  both 
Allegheny  International 
companies. 


Sold  in  more 
than  50  countries. 
Osterizer  blenders 
hold  the  number- 
one  market  position 
in  the  world. 


Their  products 
include  Sunbeam 
Mixmaster  mixers,  toasters,  food 
processors,  electric  frypans, 
Osterizer  blenders  and  Oster 
Kitchen  Centers. 

Sunbeam  consumer  prod- 
ucts dominate  European  mar- 
kets with  kitchen  appliances 
from  Rima  and  Rowenta.  Their 
names  are  as  well  known  in 
overseas  markets  as  Sunbeam 
and  Oster  are  in  America. 
In  Australia,  from  5  to  6 
Sunbeam  products  can  be 
found  in  the  average  household. 


Sunbeam  frypans  are  number  one  in 
America,  the  United  Kingdom, 
Australia,  and  around  the  world. 


And  innovative  products  like 
self-sharpening  knives  and 
scissors  from  Wilkinson  Sword, 
another  Allegheny  International 
company  are  quickly  gaining 
acceptance  in  American  ana 
European  kitchens. 

At  Allegheny  International, 
we  believe  that  applying  spe- 
cial skills  to 
meet  special 


Products  like  this 
popular  coffee 
maker  have 
helped  Rowenta 
become  a  leading 
brand  of  small 
appliances  in 
Europe. 


needs  is 
the  means 

for  growth.  And  we're  ap- 
plying our  special  skills  in  the 
world's  fastest  growing 
markets— aerospace  and  de- 
fense, transportation,  electron- 
ics, safety  and  protection,  and 
consumer  products. 

That's  what  makes  Allegheny 
International  so  special. 

For  information,  write  to  us  at 
Box  456W,  Two  Oliver  Plaza, 
Pittsburgh,  PA  15230. 


!  State-of-the-art  kitchen  help,  like  this 
i  Oster  Kitchen  Center,  can  be  found  in 
i  kitchens  around  the  globe. 


Young  man, 

your  cement  plant  is  ready. " 


Now  your  country  has 
what  it  needs  to  pursue  its 
ambitious  development  plans. 

The  cement  plant  expansion 
Morrison-Knudsen's  international 
subsidiary  (MKI)  recently  completed 
for  Indonesia's  RT.  Semen  Gresik/ 
Persero  (PTSG)  presented  a 
formidable  challenge. 

The  Indonesian  government, 
anxious  for  increased  cement 
capacity,  wanted  the  expansion 
"yesterday'.' 

Working  on  the  shores  of  Java, 
half-a-world  away  from  equipment 
sources,  the  PTSG/MKI  team  had 
less  than  three  years  to  engineer, 
procure,  install  and  start  up  the  million 
metric  ton  per  year  expansion  — 
without  interfering  with  the  existing 
500,000  mt/year  plant's  operations. 

And  they  did  it— under  budget— 
despite  stateside  blizzards,  a  long- 
shoreman's strike  and  extended 
negotiations  involving  two  govern- 
ments and  a  dozen  private  banks. 

Their  secret?  Teamwork.  Each  of 
the  team  members  understood  the 
demands  of  cement  plant  construc- 
tion, the  complexities  of  large  interna- 


tional projects  and  the  discipline  of 
PTSG's  cooperative  methods. 

Nothing  illustrates  this  better  than 
the  estimated  and  actual  schedules. 
They  match  almost  perfectly. 

And  that's  no  mean  feat  when  you 
consider  that  the  project  consumed 
10,000  tons  of  structural  steel,  16 
miles  of  piping  and  1 75,000  cubic 
yards  of  concrete.  It  took  50  freighters 
to  deliver  the  85,000  tons  of  produc- 
tion equipment,  materials  and 
supplies. 

Each  team  member  also  under- 
stood that  every  cement  plant  is  a 
one-of-a-kind.  Engineering  and 


design— done  by  two  other  Morrison- 
Knudsen  subsidiaries,  The  H.K. 
Ferguson  Company  and  International 
Engineering  Company— and  procure- 
ment procedures  all  reflected  this  fact. 

Performance  specs  were  drawn 
and  put  out  to  bid.  Responses  were 
presented  to  PTSG  management, 
with  recommendations.  Choices  were 
made,  based  on  cost  effectiveness 
and  technical  advantages.  Detailed 
specs  were  written,  and  the  equip- 
ment was  ordered  "a  la  carte!' 

"Just  like  you'd  build  a  component 
stereo  system,'  says  Martin  Anderson, 
MKI  Project  Manager  a  24-year 
veteran  who'd  worked  on  the  original 
PTSG  plant  back  in  1955.  For 
Martin,  going  back  to  Java  was  like 
"coming  home.' 

If  you're  planning  a  project  and 
you're  anxious  to  have  it  com-  * 
pleted  "yesterday,"  call  M-K's  rT" 
CEO,  Bill  McMurren,  at  (208] 
386-6700,  and  he'll  get  the 
right  people  to  your  office  PDQ 

They'll  tell  you  how  M-K 
can  shave  dollars  and  days  off 
your  project,  and  they'll  take 
no  more  than  one  half  hour. 


H 


MORRISON-KNUDSEN  COMPANY,  INC. 

Boise,  Idaho  83729 


Engineers,  Builders.  Developers,  Managers,  Equal  Opportunity  Employers. 


If  you  can  lick  'em,  why  join  'em?  That's  a 
good  question  for  the  big  catalog  show- 
rooms. They're  looking  more  like  depart- 
ment stores  all  the  time. 


Metamorphosis 


By  Jeff  Blyskal 


It  was  love  at  first  sight  when 
Wall  Street  discovered  catalog 
showrooms  in  the  Seventies,  and 
there  are  plenty  of  sparks  from  the  old 
flame  yet.  P/E  ratios  of  big  catalogers 
like  Best  Products,  Service  Merchan- 
dise and  H.J.  Wilson  rose  into  double 
digits  even  before  the  recent  market 
rally — despite  the  fact  some  catalog- 
ers seem  to  be  forgetting  what  made 
them  so  prosperous. 

The  original  secret?  Instead  of  dis- 
playing merchandise,  catalogers  listed 
thousands  of  mostly  name-brand 
items  in  a  thick  volume  published 
each  fall.  Select  your  item,  drive  to 
the  small  store — essentially  a  ware- 
house— fill  out  an  order  form,  and  a 
sales  clerk  would  give  you  what  you 
wanted.  Result:  overhead  only  half 
that  of  a  traditional  department  store. 

Going  public  in  the  Seventies  gave 
the  companies  the  capital  to  build 
bigger  stores.  That  changed  the  look 
of  the  showroom  some — more  space 
to  display  samples,  for  example.  It 
also  cost  more  to  run  one  of  those 
units,  but  the  economies  of  scale 
more  than  made  up  for  that. 

Today,  as  the  chains  rush  to  occupy 
the  last  prime  sites  for  big  outlets, 
they're  looking  even  more  like  depart- 
ment and  discount  stores  all  the  time. 
That  could  mean  future  trouble,  even 
though  current  earnings  momentum, 
at  Service  for  example,  doesn't  yet 
reflect  it.  "Expenses  are  getting  out  of 
hand,"  complains  one  industry  insid- 
er. Outlets  now  average  about  67,000 
square  feet,  compared  with  60,000  a 
decade  ago.  Many  are  even  bigger  than 
department  stores.  Richmond,  Va.'s 
Best  has  one  unit  that  covers  150,000 
square  feet — more  than  three  acres. 
By  contrast,  J.C.  Penney  stores  aver- 
age 90,000  square  feet;  K  mart's,  from 


40,000  to  a  maximum  of  120,000. 

Service  Merchandise  has  taken  to 
characterizing  itself  to  shopping 
malls  as  a  potential  "anchor,"  just 
like  a  Sears  or  an  Abraham  &  Straus. 
Many  of  Wilson's  77  showrooms  have 
the  modern  architecture  of  a  Filene's 
or  a  Marshall  Field.  It  now  costs  $5 
million  just  to  open  the  doors  of  a  new 
Best  showroom. 

Labor  costs  are  up,  too.  During  the 
Christmas  peak  season,  when  half  the 
year's  sales  and  75%  of  profits  are 
made,  184  people  are  needed  com- 
panywide  to  support  one  of  Best's  lav- 
ish outlets,  vs.  150  seven  years  ago. 

Yet  another  department  store  ex- 
pense has  been  added.  Best,  Service 
and  Wilson  advertise  on  TV. 

Why  all  the  upgrading?  Competi- 
tion. The  market  is  maturing,  and  ev- 
ery cataloger  is  seeking  an  edge.  Ac- 
cording to  Catalog  Shouroom  Merchan- 
diser; there  are  about  2,000  small  trade 
areas — of  25,000  people  or  fewer — left 
in  the  U.S.  Big  trade  areas,  the  ones 


required  for  today's  supercatalog  out- 
lets, are  much  more  scarce.  Though 
Service  is  experimenting  with  smaller 
stores,  it  still  needs  a  trade  area  no 
smaller  than  50,000  people.  Best's 
smallest  needs  100,000. 

Another  sign  of  maturation:  Before, 
when  recession  crimped  new-store 
openings,  gains  at  existing  locations 
held  up  chainwide  performance.  No 
more.  "Older-showroom  sales  that 
were  increasing  20%  year  to  year," 
says  Ralph  H.  Sullivan,  publisher  of 
Catalog  Shouroom  Merchandiser,  "are 
now  down  to  growth  rates  slightly 
above  inflation." 

All  this  has  left  the  showrooms 
more  vulnerable  to  an  old  rival.  Says 
Value  Line's  Loren  Boston,  "Dis- 
counters have  become  effective  with 
branded  merchandise  to  compete  with 
the  showrooms  on  price."  For  exam- 
ple, Dayton-Hudson's  hard-charging 
Target  discount  chain  is  credited  in 
part  for  blighting  earnings  at  $715  mil- 
lion (sales)  Modern  Merchandising, 
the  third-largest  U.S.  cataloger  until 
Best  acquired  it  this  year. 

Other  weak  chains  are  being  taken 
over  by  stronger  ones.  Wilson  last 
year  bought  Modern's  14  Leeds  show- 
rooms; Service  recently  purchased 
bankrupt  Sam  Soloman's  1 1  stores; 
and  Best,  in  addition  to  Modern, 
picked  up  troubled  Basco's  19  stores 
and  Ashby's  8-store  women's  apparel 
chain.  Value  Line's  Boston  expects 
Service  to  do  well  but  thinks  Best's 
graveyard  shopping  spree  will  be  cost- 
ly: "It  will  slow  earnings  growth  the 
next  couple  of  years  while  they  bring 
all  those  stores  up  to  snuff." 

The  big  catalogers  claim  they  see 
none  of  this  handwriting  on  the  wall. 
"There's  more  opportunity  out  there 
than  we  expected,"  says  Huey  J.  Wil- 
son. Service  Chairman  Ray  Zimmer- 


Inside  a  Service  Merchandise  store  in  Nashville 

Is  it  a  catalog  showroom,  department  store  or  discounter? 


FORBES,  NOVEMBER  8,  1982 


83 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  September  30,  1982 

2,000,000  Shares 


Genex  Corporation 

Common  Stock 

($.05  par  value) 


Price  $9.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Bache  Halsey  Stuart  Shields  BIyth  Eastman  Paine  Webber  Dillon,  Read  &  Co.  Inc. 

Incorporated  Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Lazard  Freres  &  Co.  Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group  L.  F.  Rothschild,  Unterberg,  Towbin 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Shearson/ American  Express  Inc.  Warburg  Paribas  Becker 

A.  G.  Becker 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 


Is  bigger  better? 


These  are  the  six  largest  catalog  showroom  chains 
in  the  U.S.,  based  on  1981  sales,  which  do  not 
include  recent  acquisitions  by  Best  and  Service. 
Stock  prices  and  P/Es  of  all  six  have  moved  up 
smartly  within  the  past  year.  Consumers  Distrib- 
uting, whose  revenues  and  earnings  include  Cana- 


dian operations,  has  been  hurt  by  its  1979  acquisi- 
tion of  the  troubled  U.S.  CD  stores  from  May 
Department  Stores  Co.,  but  it  may  have  good  po- 
tential for  improvement — if  its  move  into  small 
areas  is  vindicated.  Note  that  small-store  cataloger 
L.  Luria  has  the  best  return  on  equity  of  all  six. 


1981 

1981 

Return 

52-week 

revenues 

earnings 

on 

Recent 

price 

Company  (stock  exchange) 

(million) 

(million) 

equity 

price 

P/E 

range 

Service  Merchandise  (o-i-c) 

$1,027 

$23.1 

19.1% 

23V2 

13 

23%-  9Vi 

Best  Products  (NYSE) 

1,002 

24.3 

16.4 

25 

15 

27  -13% 

Consumers  Distributing  (Toronto) 

550 

4.1 

6.0 

UVs 

15 

UVl-  4'/4 

HJ.  Wilson  (o-t-cj 

403 

12.7 

15.6 

22% 

15 

22%- 13 

W.  Bell  (o-t-c-) 

134 

1.4 

9.3 

7 

95/8-  5'/4 

L.  Luria  &  Sons  (Arnex) 

109 

4.7 

22.6 

12% 

12 

13%-  6% 

man  expects  growth  rates  will  in- 
crease, not  decrease. 

But  while  these  large  chains  are  pro- 
claiming themselves  the  new  shop- 
ping mall  anchors,  other  chains,  such 
as  $528  million  (sales)  Consumers 
Distributing,  have  their  sights  on  all 
those  small  trade  areas.  You  want 
small?  CD's  outlets  are  generally  no 
more  than  10,000  square  feet.  Says 
Chairman  Jack  Stupp:  "We  see  a  po- 
tential for  thousands  more  stores  in 
the  U.S." 

Not  surprisingly,  Stupp's  tiny  out- 
lets run  far  ahead  of  his  American 
competition  in  sales  per  square  foot: 


$1,000  for  CD  to  Best's  $200.  Until 
now,  CD  has  had  plenty  of  problems 
of  its  own:  While  its  202  Canadian 
stores  have  always  been  profitable, 
the  U.S.  side — created  in  1972  as  a 
joint  venture  with  May  Department 
Stores  Co.  and  later  bought  out  by 
May — has  been  in  the  red  for  years.  In 
1979  May  sold  the  whole  thing  back 
to  Stupp,  who  has  been  fixing  it  up 
ever  since,  expanding  higher-margin 
jewelry  sales,  for  example.  This  year 
Stupp  expects  his  105  U.S.  stores  in 
New  York  and  California  to  go  into 
the  black  for  the  first  time. 
"CD  has  remained  closer  to  the 


original  concept  of  catalog  show- 
rooming  than  anyone  else,"  says  Ber- 
nard A.  Cohen,  Stupp's  U.S.  head.  Is  it 
correct  in  doing  so?  Or  are  the  giants 
like  Best  and  Service,  both  over  $1 
billion  in  sales,  right  in  moving  closer 
to  department  stores?  After  all,  even 
at  $200,  Best's  sales  per  square  foot 
are  still  twice  those  of  a  big  depart- 
ment store  like  R.H.  Macy.  But  in  a 
key  measure,  pretax  margin,  Best's 
5%  lags  well  behind  Macy's  9%.  In 
their  battle  to  occupy  the  last  high 
ground,  the  big  chains  may  be  adding 
the  problems  they  so  ingeniously  de- 
signed their  industry  to  avoid.  ■ 


Effective 
immediately 
British  airways 
guarantees  you  new 
convenience  from  N.Y. 
to  London  with  our  9:30  AM 
Concorde  (good  connections  to 
Europe)  and  new  1:45  PM  flight— for 
only  $165  more  than  our  First  Class  fare. 
Or  catch  our  12:55  PM  from  Washington,  only 
$95  more  than  First  Class.  Call  toll  free  for  your 
free  Concorde  booklet,  1-800-331-1750  Operator  221. 


FALS 

FORD  AUTHORIZED  LEASING  SYSTEM 


ONE-STOP  LEASING 

AT  YOUR  FALS  DEALER. 

Follow  our  road  to  the  easiest  car  or  truck  leasing  anywhere. 


Your  Ford  Authorized  Leasing  System 
Dealer  offe rs  a  comprehensive  package  of  benefits 
designed  to  take  the  hassle  out  of  leasing 
a  car  Select  the  parts  of  the  leasing 

package  that  suit 
you  best.  It's  as 
simple  as  that. 


A  Ford  Auto  Club 
membership*  can 
provide  you  with 

emergency  road 

service.  Your  insurance  can  be 
conveniently  arranged  by 
your  FALS  Dealer  using  the 
Preferred  Insurance  Program 


The  Ford  Extended 
Service  Plan  gives  parts  and 

service  protection  beyond  the  normal  car 
warranty.  Or  choose  the  FALS  Maintenance  Leasing  coupon  book. 

Either  program  means  your  car  is  cared  for  by  Ford-trained 
^  professionals  using  the  latest  diagnostic 
equipment  and  tools. 


One-stop  leasing.  It's  simple, 
comprehensive  and 
hassle-free. 
Just  see 
your  FALS 
Dealer 
for  details. 


Check  your  Yellow  Pages  for  your  nearest  Ford  Authorized  Leasing  System  Dealer. 

*Not  available  in  AR,  KA  LA  OK,  FL,  ME. 


There  used  to  be  four  full-line  suppliers  of 
N  solutions.  Then  Cutter  Labs  dropped  out, 
and  the  competition  is  just  as  tough. 


By  Howard  Rudnitsky 


Is  three 
a  crowd? 


Baxter  Travenol  Vice  President  Lance  Piccolo 

In  a  decade,  from  water  bags  to  electronics. 


SELLING  HEALTH  CARE  Supplies  is 
an  almost  perfect  business.  De- 
mand isn't  cyclical,  revenues 
grow  by  some  15%  a  year  and  pretax 
margins  average  14%.  There's  only 
one  problem — competition — and  it 
can  be  life-threatening. 

Consider  the  fast-changing  $1.5  bil- 
lion-a-year  market  for  intravenous  so- 
lutions and  equipment.  These  prod- 
ucts, which  range  from  ubiquitous 
plastic  containers  of  sugar  water  to 
electronic  pumps  for  administering 
drugs  in  controlled  doses,  are  the  stuff 
of  one  of  the  toughest  marketing  bat- 
tles. Over  a  decade  ago,  Chicago- 
based  Abbott  Laboratories  was  the 
leader.  But  after  a  recall  problem  in- 
volving IV  solution  contamination, 
Baxter  Travenol  moved  ahead. 

Then,  in  the  late  Seventies,  fourth- 
ranked  Cutter  Laboratories,  a  division 
of  Germany's  giant  Bayer  A.G., 
launched  a  major  price  war.  With  only 
7%  of  the  market  and  mostly  glass 
instead  of  state-of-the-art  plastic  tech- 
nology, Cutter's  main  strategy  was  to 
offer  low-priced  IV-solution  contracts 
to  hospitals.  Not  surprisingly,  that 
failed.  In  August  Bayer  announced 
Cutter  would  leave  the  IV  business, 
keeping  only  its  modest  stake  in  nu- 
tritional solutions. 

That  leaves  Baxter,  Abbott  and 
third-ranked  American  McGaw,  a  di- 
vision of  mighty  American  Hospital 
Supply,  hungry  for  Cutter's  share. 
"It's  $70  million  or  so  in  incremental 
volume  they  can  add  on,"  says  W. 
Robert  Friedman  of  San  Francisco's 
Montgomery  Securities.  It  also  shows 
with  stark  reality  that  competition  in 
the  IV  field  is  intense  enough  to  drive 
out  a  well-financed  participant.  For 
about  a  year,  Bayer  tried  to  sell  Cutter 
but  couldn't  find  a  buyer.  "That  tells 
you  something  about  the  kind  of  com- 
petitive business  this  is,"  says  AHS 
President  Harold  Bernthal. 

The  big  question  now  is,  who  will 
get  most  of  Cutter's  business? 
Bernthal  hopes  McGaw  will  be  the 
major  beneficiary.  "We  have  an  agree- 
ment with  customers  to  take  them  on 
at  Cutter's  terms,"  he  explains.  Still, 
Abbott  and  Baxter  are  also  likely  to 
make  attractive  offers.  "We'll  prob- 
ably see  some  aggressive  pricing  in 
IVs  during  the  next  six  months,"  says 
health  care  analyst  Kenneth 
Abramowitz  of  Sanford  C.  Bernstein. 

With  Cutter  gone,  McGaw  is  now 
the  smallest  IV  producer.  "Techno- 
logically, they're  well  behind  and  in 
the  future  will  increasingly  have  to 
compete  on  price,"  says  analyst  Dave 
Lothson  of  Kidder,  Peabody.  That's 
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CM  With  a  teleconference,  you  can  have  a  meeting  with  people  who  are 
housands  of  miles  away.  You  reduce  travel,  save  time  and  money,  increase  productivity. 

You  can  hook  up  several  cities  at  once.  Talk  with  customers,  vendors  or 
ubsidiaries.  Bring  in  people  who  would  not  be  able  to  attend  if  the  meeting  were  out 
)f  town. 

Teleconferencing  removes  distance  as  a  barrier  to  effective  management, 
t  lets  you  review  policy,  handle  urgent  problems,  even  address  an  out-of-town  sales 
neeting— all  without  leaving  your  office.  And  less  travel  gives  you  more  time  to  handle 
trategic  planning  and  other  important  matters. 

Bell's  latest  innovation  in  teleconferencing  is  Picturephone®  Meeting 
Service.  It  brings  your  ideas  face  to  face.  And  lets  you  combine  all  the  elements  of  a 
|ull-scale  meeting— audio,  video,  graphics.  You  see  the  people  you're  talking  to,  on 
I  iTV  monitor. 

All  this  is  made  possible  by  the  technology  of  the  Bell  network,  the  world's 
lijargest  and  most  advanced  information  management  system. 

Bell  can  discuss  all  forms  of  teleconferencing  and  help  you  select  what  is 
jjpest  suited  to  your  needs. 

♦  All  you  have  to  do  is  call  1  800  821-2121. 

Put  our  knowledge  to  work  for  your  business.  OHI  Bell  System. 


1  800  821-2121. 


The  knowledge  business 
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Playing  for  big  stakes  in  hospital  solutions 


Overall,  the  IV  business  amounts  to  SI. 5  billion  annually.  Below  are 
corporat  market  shares  and  the  relative  sizes  of  specific  product  segments. 


Basic  I  V  solutions 


Solutions  for  drug  delivery 


Nutritional  solutions 


Irrigating  solutions 


Specialized  solutions 


Administration  equipment 


Baxter  Travenol  Laboratories 

40% 


Abbott  Laboratories 

30% 


American  Hospital  Supply 

15% 


Electronic  pumps,  controllers 

Total  sales:  $1.5  billion 


Other 

15% 


Source:  Sanfoid  C.  Bernstein  a}  Co.  estimates 


always  hard  with  a  relatively  small 
market  share.  One  immediate  threat: 
Abbott  will  soon  open  an  estimated 
S50  million  automated,  lower-cost 
plastic  IV  containers  plant. 

The  IV  business,  however,  also  has 
submarkets  with  room  for  specialized 
strategies.  "In  a  decade  we  have  gone 
from  water  bags  to  drugs,  nutrition  and 
electronic  gear, "  explains  Lance  Picco- 
lo, vice  president  at  Baxter.  "Today," 
he  says,  "we  are  selling  entire  IV  sys- 
tems." As  the  industry  leader,  Baxter 
racks  up  13'/2%  pretax  margins,  but 
profits  vary  with  market  share:  Basic 
solutions  resembles  a  commodity 
business — where  the  low-cost  produc- 
er is  tough  to  beat — while  the  specialty 
and  equipment  end  is  more  high  tech. 

Operating  successfully  at  all  levels 
requires  an  approach  that  even  Baxter 
has  yet  to  master  fully.  Small  electron- 
ic pump  and  controller  manufacturers 
like  Oximetnx,  Valleylab,  IVAC  (ac- 
quired by  Eh  Lilly  in  19751  and  IMED 
(acquired  by  Warner  Lambert  this 
yearl  too  often  get  the  best  technology 
first.  "If  we  continue  to  let  them  take 
that  business,"  explains  Piccolo, 
"they  can  move  into  our  market  for 
administration  sets  because  their 
pumps  require  special  equipment." 
Sales  of  this  gear  will  be  over  SI 00 
million  this  year.  That's  why  Baxter 
and  Abbott  have  counterattacked, 
bringing  out  their  own  pumps. 

Elsewhere,  however,  the  IV  compa- 
nies are  more  than  holding  their  own. 
One  of  the  industry's  fastest-growing 
lines  is  partial  fills — combinations  of 


drugs  and  basic  IV  solutions.  This  pre- 
packaging saves  time  for  health  care 
personnel,  and  drug  manufacturers 
willingly  provide  their  products,  espe- 
cially if  a  drug  is  about  to  go  off  pat- 
ent. Still,  big  boys  have  an  advantage: 
Why  team  up  with  McGaw,  with  its 
smaller  market  share? 

Another  growing  market  involves 
nutntionals — solutions  of  amino 
acids,  fats  and  carbohydrates.  With 
advances  in  surgery,  intensive  care 
and  cancer  therapy,  the  demand  for 
these  products  now  tops  Sl75  million 
annually.  McGaw  pioneered  the  field 
in  1971,  but  recently  Abbott  and  Bax- 
ter have  become  maior  factors. 

Because  of  an  increasingly  complex 
market,  says  Kidder,  Peabody's  Loth- 
son,  "The  IV  solutions  market  is  be- 
coming a  razor-blade  business.  You 
want  entry  with  large-volume  solu- 
tions and  partial  fills.  That  forms  a 
base  on  which  to  leverage  high-mar- 
gin products  like  nutritional  solu- 
tions and  equipment."  Over  the  long 
term  Abbott  and  Baxter  would  seem 
diverse  enough  to  operate  profitably 
in  that  environment.  McGaw  must 
increasingly  specialize  to  prosper,  and 
that  won't  come  easy. 

But  AHS  President  Bernthal  is  con- 
vinced that  McGaw  is  up  to  the  task. 
If  it  isn't,  their  IV  business,  which 
provides  less  than  10%  of  corporate 
revenues,  may  become  an  even  small- 
er part  of  AHS.  Still,  old  habits  die 
hard.  After  all,  back  in  1922  it  was 
Foster  McGaw  who  founded  Ameri- 
can Hospital  Supply.  ■ 
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With  the  double-knit  debacle  behind  him, 
Richard  Schwartz  is  finally  fashioning 
profits  at  fonathan  Logan. 


Stylish  numbers 


Richard  Schwartz,  chairman  of  Jonathan  Logan 
Hands  off  fashion,  but  an  eye  on  the  bottom  line. 


By  Pamela  Sherrid 

Richard  Schwartz  runs  Jona- 
than Logan,  the  nation's  larg- 
est women's  apparel  company, 
but  he  works  hard  not  to  be  a  fashion 
expert.  "I  don't  say  'It's  going  to  be 
mauve,'  "  Schwartz  declares  in  his 
cool,  guarded  manner.  "That  could 
have  the  whole  company  looking 
mauve — and  mauve  might  be  wrong." 

Until  this  year,  Jonathan  Logan's 
performance  has  been  downright 
dowdy.  Its  fashion  direction  was  set 
not  by  any  instinct  but  by  the  com- 


pany's fixed  assets:  a  huge  double- 
knit  mill  complex  in  South  Carolina. 
In  the  Sixties,  when  that  fabric  was  all 
the  rage,  Jonathan  Logan's  early  verti- 
cal integration  meant  it  knitted  ex- 
ceptionally handsome  profits.  But 
when  women  began  to  scorn  synthet- 
ics in  the  Seventies,  Schwartz  kept 
pushing  double-knit  garments.  "We 
tried  hard  to  salvage  what  we  had  by 
developing  different  yarns  and  knit- 
ting techniques,  but  we  couldn't 
change  the  product  enough  to  make  a 
difference,"  he  recalls. 

Schwartz'    father,    who  founded 


Jonathan  Logan  in  the  Thirties,  gave 
his  only  son  the  job  of  marketing 
knits  in  1960,  when  Richard  )oined 
the  company  right  out  of  Cornell.  Last 
year  the  younger  Schwartz,  who  be- 
came chief  executive  in  1969,  finally 
shut  down  the  mill.  It  was  a  painful 
move,  bringing  a  $17  million  aftertax 
writeoff  and  a  net  loss  of  $12  million 
on  Jonathan  Logan's  $418  million  in 
revenues.  "Schwartz  may  have  held 
on  to  the  knitting  operations  as  long 
as  he  did  because  it  was  his  first  big 
success,"  explains  one  analyst. 

Other  women's  wear  companies — 
such  as  Bodin  and  Fairfield-Noble — 
went  bankrupt  in  the  double-knit  de- 
bacle, but  fortunately  Schwartz  had 
used  cash  from  his  core  business  to 
diversify  into  other,  higher-margin 
apparel  lines.  Now  Jonathan  Logan 
enjoys  jaunty  profits  from  these  divi- 
sions— where  Schwartz  maintains  his 
hands-off  fashion  policy.  Some  ana- 
lysts expect  the  company  to  earn  as 
much  as  $14  million  this  year,  its  best 
performance  since  1973. 

The  biggest  and  most  profitable  of 
Schwartz'  divisions  is  Etienne  Aigner, 
whose  classically  styled  accessories 
account  for  about  30%  of  sales.  At 
Aigner  boutiques  within  department 
stores,  a  woman  can  pick  up  matching 
shoes  and  bag  in  one  fell  swoop,  a  key 
to  the  division's  success.  With  its  dis- 
tinctive horseshoe  trademark,  Aigner 
has  grown  15%  annually  in  recent 
years  by  widening  its  product  line  to 
include  raincoats  and  sweaters  and  by 
expanding  distribution. 

Jonathan  Logan's  next  largest  slice 
of  sales  comes  from  Villager  sports- 
wear, geared  to  a  thirtyish  woman  with 
a  good  figure  and  conservative  taste. 
The  company  also  does  well  selling 
moderate-price  junior  sportswear,  as 
well  as  blouses  and  swimsuits.  In  addi- 
tion, the  two  divisions  that  were  slave 
to  double  knits,  Butte  dresses  and  Act 
III  sportswear,  now  have  the  crucial 
freedom  to  buy  popular  fabrics.  Act  III 
is  staging  a  comeback,  while  Butte  has 
been  merged  with  the  company's  other 
dress  operations. 

Dresses,  in  fact,  today  account  for 
only  15%  of  Schwartz'  sales,  com- 
pared with  two-thirds  in  the  early 
Seventies.  Then  the  name  Jonathan 
Logan  was  synonymous  with  moder- 
ate-price junior  frocks,  but  blue  jeans 
nixed  that  business  for  good. 
Schwartz  tried  the  brand  on  better- 
selling,  higher-price  dresses — unsuc- 
cessfully. He  discontinued  the  Jona- 
than Logan  dress  line  in  1981. 

But  he  still  has  an  asset.  Early  this 
year  Schwartz  licensed  the  brand — 
and  his  own  corporate  logo — to 
Kayser-Roth,  which  has  started  to  sell 
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Risk.  There  is  no  substitute  for  knowledge. 

You  can't  get  intelligent  risk  management  solutions  without  asking  intelligent 
questions.  That's  how  we  feel.  So  we  offer  our  clients  a  unique  perspective  of 
the  risks  they  face.  Utilizing  the  kind  of  technological  and  human  resources 
that  you'd  expect  from  us,  one  of  the  world's  largest  insurance  brokers. 

It's  this  full-service  approach  to  business  insurance  that  has  served  our 
clients  successfully  for  over  75  years.  Wherever  in  the  world  they  do  business. 
So,  contact  us.  We'll  give  you  the  answers,  not  excuses. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza.  New  York,  N.Y.  10005  ■  212-363-4100 


An  Outstanding  Opportunity  For 
Collectors  of  Western  Art 

THE  FIFTH  IN  A  SERIES  OF  LIMITED  EDITION  BRONZE  REPLICAS 


AVAILABILITY:  THE  LIMITED  EDITION 
OF  1,000  IS  APPROACHING  CLOSEOUT. 
WE  URGE  YOU  TO  PLACE  YOUR  ORDER 
NOW  TO  GUARANTEE  DELIVERY. 


The  model  for  the  edition  has  been 
approved  by  the  Director  of  The  Buffalo 
Bill  Historical  Center,  where  theoriginal  is 
on  display. 


Jonathan  Logan  sportswear  exclusive- 
ly to  K  mart.  The  bet  is  that  a  dis- 
counter can  make  good  use  of  a  label 
that  department  stores  snubbed. 
Some  experts  think  that  this  is  a  no- 
lose  proposition  for  Schwartz,  even 
though  another  deal,  in  which  Bulova 
licensed  the  Etienne  Aigner  name  for 
watches,  has  been  disappointing. 

Schwartz,  however,  clearly  knows 
what's  fashionable  on  Wall  Street. 
La^t  year  the  company  bought  back 
10%  of  its  shares  that  Gulf  &  Western 
had  acquired  in  1978.  Schwartz  paid 
$14.50  per  share,  a  25%  premium  over 
market.  But  his  timing  looks  good: 
Thanks  to  improving  earnings  and  re- 
duced capitalization,  Jonathan  Logan 
stock  is  now  trading  at  S20. 

There's  takeover  potential,  too. 
Jonathan  Logan  has  $40  million 
parked  in  short-term  Eurodollar  in- 
vestments, tax-free  profits  from  an 
Irish  double-knit  operation.  Any 
multinational  that  wanted  to  invest 


Schwartz  can  sound  like  a 
man  who's  bored.  "I'm  43, 
and  I've  been  doing  this  for 
22  years,"  he  explains.  Be- 
fore he  leaves,  though,  he 
aims  to  quadruple  last 
year's  pretax  margin,  to  an 
industry-beating  10%. 


overseas  could  use  that  stash  to  re- 
duce the  cost  of  buying  Jonathan  Lo- 
gan. The  potential  is  significant, 
since  the  company's  market  value  is 
only  $94  million.  One  possible 
drawback:  Schwartz  has  been  has- 
sling for  several  years  with  the  IRS 
over  a  $27  million  tax  assessment 
stemming  from  the  1973  acquisition 
of  Villager.  Logan's  current  chief  fi- 
nancial officer  got  a  jail  sentence  for 
questionable  accounting. 

Schwartz'  personal  plans,  however, 
are  probably  the  most  important  fac- 
tor in  Jonathan  Logan's  future — he 
and  his  family  own  26%  of  its  stock. 
Though  he  claims  he  will  be  around 
for  another  ten  years,  Schwartz  can 
sound  like  a  man  who's  bored.  "I'm 
43,  and  I've  been  doing  this  for  22 
years,"  he  explains.  "It's  a  waste  of 
time  and  talent  to  spend  a  50-year 
working  career  in  one  place." 

Before  he  leaves,  though,  Schwartz 
has  an  impressive  goal:  He  wants  to 
quadruple  1981  's  pretax  margin,  to  an 
industry-beating  10%. 

Such  profitability  would  be  a  wor- 
thy accomplishment  for  any  business- 
man. If  Richard  Schwartz  can  achieve 
it,  Jonathan  Logan  will  be  sure  to  stay 
in  style.  ■ 
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The  original  American  "rugged  individu- 
alist," the  mountain  man  was  immortal- 
ized by  Frederic  Remington  in  this  strik- 
ing bronze,  completed  in  1903. 

A  SOLITARY  FIGURE  IN  AN  UNCHARTED 
WILDERNESS 

More  than  any  Western  character,  the 
mountain  man  typified  the  courage  and 
daring  of  the  first  Western  explorers.  The 
mountain  men  were  the  first  to  explore  the 
vast  expanse  of  the  American  West. 

REMINGTON'S  REALISM  AT  ITS  BEST 

The  Mountain  Man  is  one  of  Remington's 
most  detailed  bronzes.  Every  item  of  his 
equipment  is  accurately  depicted  —  his 
rifle,  his  traps,  his  blanket  roll,  powder 
horn,  knife,  fur  hat  and  buckskins. 

UNSURPASSED  QUALITY  IS  GUARANTEED 

The  Mountain  Man,  in  a  strictly  limited 
edition  of  1 ,000,  is  cast  by  the  lost  wax 
process. 


A  REMARKABLE  VALUE  IN  TODAY'S 
INFLATED  ART  MARKET 

At  a  time  when  bronzes  of  lesser  quality 
are  priced  from  $3,000  up,  this  edition  is 
offered  to  collectors  at  $1,875.  Each 
bronze  is  accompanied  by  a  Certificate  of 
Ownership  signed  by  the  Director  of  The 
Buffalo  Bill  Historical  Center. 

GUARANTEED  REPURCHASE  AGREEMENT 

Museum  Collections  unconditionally 
guarantees  to  repurchase  your  bronze  at 
the  issue  price  of  $1 ,875  any  time  within 
one  year  of  your  purchase. 

TO  ORDER,  CALL  TOLL  FREE .  .  . 

800-243-4492,  or  write:  Frederick  H. 
Schulenburg,  Director,  Museum  Collec- 
tions, Dept.  B50,  140  Greenwich  Ave., 
Greenwich,  Ct.  06830  for  brochure.  You 
may  pay  by  check ,  money  or- 
der or  major  credit  card.  Op- 
tional five  month  payment 
plan  available. 


Frederic 
Remington's 
"The  Mountain 
Man" 

Issued  in  cooperation  with  The 
Buffalo  Bill  Historical  Center. 
Cody,  Wyoming,  in  an  edition  of 
1000.  the  replica  is  hand  finished, 
foundry  marked,  numbered  and 
dated.  It  is  approximately  22 
inches  high  with  American  Walnut 
base,  three-fourths  the  size  of 
the  Remington  original. 


museum 
collections 
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America's  strongest  big  bank  is  moving  the  freight  bills  of  the  nation.  Depending 
on  the  month,  our  Transportation  Management  Service  volume  will  be  one  of 
the  top  three  of  any  U.S.  bank.  That's  because  AmenTrust  was  one  of  a  handful 
that  stuck  with  the  idea  and  developed  automated  payment  programs  to  do  the 
job  right.  So  when  you  want  a  strong  transportation  banker,  call  Gerry  Melter, 
Vice  President.  (216)  687-5041.  AmenTrust,  Cleveland,  Ohio. 


The  1983  Mercedes-Benz  300 D  Turbodiesel: 
America's  best-performing  diesel  is  also  one  of 
the  world's  most  civilized  sedans. 

A  diesel  that  loves  hills  and  sprints  away  from  stoplights ...  a  sedan  that  laps  up 
sports  car  roads.  The  300  D  Turbodiesel  is  both.  Meanwhile,  it  coddles  you  and  your 
passengers  in  that  secure  comfort  unique  to  the  automobiles  of  Mercedes-Benz. 


Mercedes-Benz  engineers 
have  extracted  more  sheer 
wower  from  the  300  D  Turbo- 
lliesel  Sedan's  five-cylinder 
jrngine  than  any  other  engi- 
neers have  yet  extracted  from 
liny  other  passenger  car  diesel, 
lauge  domestic  V-8's  included. 
I  Their  secret  was  to  couple  an 
■dvanced  engine  design  with  a 
■power-boosting  turbocharger. 
iven  other  turbocharged  diesels 
ire  left  flatfooted;  this  spacious, 
olid,  3585Tb.  five-passenger 
/lercedes-Benz  sedan  ranks  as  the 
est  performer  of  any  diesel  auto- 
nobile  sold  in  America. 

The  300  D  Turbodiesel  is  mean- 
vhile  perhaps  the  most  conscientious 
erformance  automobile  in  Amer- 
ca,  because  it  is  so  inherently  effi- 
ient  that  EPA  figures  show|27|mpg 
ity  estimated  and  33  highway*  An 
lmost  uncanny  balance  of  power 
nd  frugality  is  thus  struck. 

So  exotic  is  engine  technology 
hat  the  interior  of  each  moving 
iston  is  constantly  cooled  by  pre- 
isely  timed  jets  of  oil.  But  deep 
lown  this  is  still  a  diesel:  a  rugged, 
eliability-minded  diesel  that  will 
lever  require  a  conventional 
une-up. 

Do  not  disturb 

Over-the-road  performance 
s  superb.  This  means  not  only 
:hat  the  300  D  can  swallow  up  roller- 
roaster  back-country  roads,  and  nip 
•ather  than  lurch  around  corners- 
?ut  that  its  occupants  usually 
eel  so  undisturbed  in  the  process. 

Generations  of  Mercedes-Benz 
engineers  have  toiled  since  1931  to 
develop,  refine,  and  refine  again  the 
(principle  of  four-wheel  indepen- 
dent suspension  that  is  primarily 
esponsible. 

These  engineers  have  endowed 
the  car  with  an  exquisitely  respon- 
sive steering  mechanism,  guided  by 
24  recirculating  ball  bearings.  It  feels 


liquid-smooth  and  seemingly  fric- 
tionless.  The  shift  lever  is  mounted 
down  on  the  transmission  tun- 
nel-but look  again.  The  quadrant 
reads  P-R-N-D-S-L.  It  is  no  mere 
automatic  but  a  four-speed  auto- 
matic, and  is  designed  to  serve 
equally  well  when  shifted  by  hand. 
America's  most  advanced  automo- 
tive braking  system  is  four-wheel 
disc  braking.  An  11-inch  disc  brake  is 
fitted  to  every  wheel  of  every  300  D 
Turbodiesel  Sedan. 

Mercedes-Benz  engineers  care  lit- 
tle if  the  outside  world  knows  that 
total  swept  brake  area  is  a  massive 
456.5  square  inches,  or  that  the 
300  D's  front  suspension  geometry 
is  devised  to  help  minimize  front- 
end  "nose  diving"  in  hard  stops. 
Their  main  concern  is  that  the  driver 
is  better  served  by  these  and  myriad 
other  technical  flourishes. 

Designed,  not  decorated 

Even  when  fully  padded  and 
finished,  the  interior  of  the  300  D's 
welded  steel  body  shell  measures 
almost  five  feet  in  width-sufficient 
to  easily  accommodate  three  adults 
in  the  rear  seating  area,  for  example. 
Electronic  cruise  control,  AM/FM 
stereo  radio/cassette  player,  auto- 
matic climate  control  system  and 
electric  window  lifts-whatever 
conventional  luxury  sedans  furnish 
by  way  of  real  conveniences,  so 
does  this  sedan. 

Garishness,  however,  is  absent. 


The  instrument  panel  is 
no  entertainment  center  twin- 
kling with  gadgetry  but  an 
exercise  in  ergonomics,  meant 
to  ease  the  driver's  task  by 
simplifying  it. 

The  engineers  continuously 
strive  to  make  driver  controls 
fewer  and  less  awkward  to 
use,  and  so  reduce  driving 
complexity.  Item:  the  single 
steering-column  lever  that  lets 
you  perform  nine  different  driv- 
ing functions-without  taking  your 
hands  off  the  wheel. 

Seats  are  not  designed  to  look  lux- 
urious but  to  so  support  your  body 
that  you  feel  relaxed,  even  after  an 
all-day  drive. 

Interior  wood  trim  is  genuine 
wood  from  the  Mercedes-Benz 
shops,  handworked  and  fitted  and 
finished.  A  small  thing,  but  it  epito- 
mizes this  car's  unremitting  honesty 
of  character-as  its  120  built-in  safety 
features  epitomize  its  seriousness  of 
character. 

The  luxury  of  retained  value 

The  300  D  Turbodiesel  boasts  a 
final  and  powerful  distinction.  As  a 
Mercedes-Benz,  it  shares  a  name  so 
coveted  by  American  buyers  today 
that  after  the  first  three  years,  the 
entire  Mercedes-Benz  line-not  just  a 
few  isolated  models-has  been 
shown  to  retain  an  average  of  84 
percent  of  original  value. 

If  retained  value  is  a  form  of  lux- 
ury, then  perhaps  the  300  D  Tur- 
bodiesel is,  after  all,  a  luxury  car. 

*EPA  estimate  for  comparison  purposes. 
The  mileage  you  get  may  vary  with  trip 
length,  speed  and  weather.  Actual  high- 
way mileage  will  probably  be  less. 

©1982  Mercedes-Ben7  N.A.,  lnc  ,  Montvale,  N.J. 


Engineered  like  no  other 
car  in  the  world 


After  years  of  making  eyes  at  each  other, 
bankers  in  Pittsburgh  and  Philadelphia  are 
finally  permitted  to  do  something  more. 


Merger  mania  in 
Pennsylvania 


By  John  R.  Dorfman 


Eavesdrop  on  a  recent  conver- 
sation between  two  Pennsylva- 
nia bank  chairmen  in  the  corri- 
dors of  an  industry  conference:  "I  un- 
derstand," says  one,  "that  you're 
interested  in  an  acquisi- 
tion. We're  available  for 
two  times  book  value."  The 
second  chairman  smiles. 
His  reply  has  just  three 
words:  "So  are  we." 

Pennsylvania  is  a  hotbed 
of  merger  activity  now,  not 
all  of  it  as  lighthearted  as 
this.  What's  more,  at  a  time 
when  most  banking  combi- 
nations are  viewed  as  jock- 
eying for  position  in  ad- 
vance of  interstate  branch- 
ing, the  current  activity  has 
significance  far  beyond  the 
Keystone  State. 

Pennsylvania's  party  be- 
gan in  March  when  the  leg- 
islature eased  longstanding 
restrictions  on  mergers  and 
branching.  Before,  a  holding 
company  could  own  but 
one  bank.  Now,  it  can  ac- 
quire four  within  four  years 
and  another  four  in  the  fol- 
lowing four  years.  Each 
bank  can  branch  in  its 
home  county  and  two  con- 
centric rings  of  surrounding 
counties.  Previously,  only 
one  ring  was  allowed. 

In  essence,  this  amounts 
to  statewide  banking — and 
the  change  came  in  part  be- 
cause, under  pressure  from 
money  market  funds  and 
other  forms  of  competition, 
small  banks  are  gradually 
reducing  their  traditional 
opposition    to  branching 


(Forbes,  Oct  25).  Whether  that's  a 
breakthrough  depends  on  your  point 
of  view.  "In  Pennsylvania,  we're  not 
on  the  cutting  edge  of  much  of  any- 
thing," says  ].  David  Barnes,  chair- 
man of  Mellon  National  Corp.,  the 
state's    largest    bank  corporation. 


Where  the  customers  are 


Gauge  for  bankers:  receipts  of  businesses 
situated  in  selected  market  areas. 


Hairisburg,  York, 
Lancaster, 
Allentown,  Penna. 

Receipts:  $86  billion 
Growth  rate:  12.7% 


Philadelphia 

Receipts: 
$148  billion 
Growth  rate: 
13.5% 


Richmond,  Va. 

Receipts: 
$22  billion 
Growth  rate: 
16.3% 


New  York  City 

Receipts: 
$298  billion 
Growth  rate: 
15.3% 


Wilmington,  Del 

Receipts: 
$18  billion 
Growth  rate: 
15.1% 


Washington,  D.C. 

Receipts: 
$52  billion 
Growth  rate: 
22.1% 


Note:  All  figures  are  estimates.  Growth  rates  are  for  1977-82. 
Source:  Dun  &>  Bradstreet  and  Oxxford  Systems,  Inc. 


"About  45  states  have  some  form  of 
statewide  banking.  We're  just  react- 
ing, tardily,  to  forces  that  other  places 
reacted  to  more  promptly." 

For  Pennsylvania's  big  banks,  how- 
ever, it's  better  late  than  never.  With- 
in the  past  seven  months,  eight  of  the 
ten  largest  institutions  in  the  state 
have  announced  proposed  combina- 
tions. Pittsburgh  National  Corp.  was 
first  out  of  the  gate.  It  is  the  state's 
second-largest  bank  holding  com- 
pany— but  with  $7  billion  in  assets, 
less  than  half  the  size  of  Mellon  Na- 
tional. In  April,  Pittsburgh  National 
snapped  up  Provident  National  Corp., 
whose  1.15%  return  on  assets  is  even 
better  than  its  own  1.04%.  Says  Brian 
McShane,  an  analyst  with  Butcher  & 
Singer  Inc.,  of  this  first  merger,  "You 
could  have  been  a  blind  man  and  seen 
it  coming." 

Then  came  a  lull.  Everyone  was 
waiting  to  see  what  Mellon  would  do. 
Its  pick,  announced  in  August,  sur- 
prised some  people,  among  them  C." 
Edward  Hodges,  an  analyst  with  Jan- 
ney  Montgomery  Scott.  "I  thought 
they  would  have  gone  after 
someone  with  an  emphasis 
on  middle  market  lending 
and  with  outstanding  per- 
formance— either  Conti- 
nental Bank  or  Provident," 
he  says,  instead,  Mellon 
picked  Girard  Co.,  with  a 
1981  return  on  total  assets 
of  just  0.61%. 

Girard,  however,  has  sev- 
eral attractions.  Not  least 
among  them  is  a  propri- 
etary automatic-teller-ma- 
chine network  that  Girard, 
in  effect,  franchises  to  other 
banks.  Through  ATMs,  Gi- 
rard has  a  presence  in  New 
Jersey.  Through  a  subsid- 
iary, it  also  has  a  presence 
in  Delaware.  This  geo- 
graphical spread  is  obvious- 
ly a  plus  for  Mellon.  So,  no 
doubt,  is  Girard's  profitable 
and  well-established  $9  bil- 
lion trust  department.  Gi- 
rard also  came  cheap,  at 
only  79%  of  book  value;  a 
bit  less  than  the  87%  that 
Pittsburgh  National  paid 
for  Provident. 

Then  there's  another  is- 
sue— pure  size.  Mellon 
wanted  market  share  in 
Philadelphia.  Going  after 
the  city's  largest  bank,  $6 
billion  Philadelphia  Na- 
tional, might  have  created 
antitrust  problems.  Second- 
ranked  First  Pennsylvania, 
meanwhile,  has  just  over  $5 
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The  faster  the  Gulf  stream  III  flies, 
the  farther  behind  it  leaves 
every  other  executive  jet. 


If  you  drive  any  kind  of  vehicle,  you  know  that 
speed  impacts  how  far  it's  going  to  travel. 
Automobiles  or  airplanes,  the  law  is  the  same: 
the  higher  the  speed,  the  shorter  the  range. 

For  example,  the  long  range  cruise  speed 
of  the  Gulfstream  III  is  Mach  .77,  or  about 
510  mph.  At  that  speed,  the  Gulfstream  III 
has  an  NBAA  IFR  range  of  4,205  statute  miles. 

That's  more  than  enough  range  for  the 
Gulfstream  III  to  fly  non-stop  routinely 
between  London  and  New  York  in  about 
8  hours  with  at  least  8  passengers  and  bag- 
gage. (No  other  executive  jet  can  do  that.) 

Boost  the  cruise  speed  of  the  Gulfstream  III 
to  its  maximum  — Mach  .85,  or  over  560 
mph  — and  its  NBAA  IFR  range  becomes 
3,226  statute  miles  with  the  same  payload. 

That's  still  enough  range  to  fly  at  least  8 
people  at  top  speed  from  Boston  to  London 
or  between  any  two  airports  in  the  continental 
United  States  in  less  than  6  hours.  (No  other 
executive  jet  can  do  that,  either.  The  fact  is,  the 
Gulfstream  III  can  fly  more  people  farther 
faster  than  any  executive  jet.) 

But  we're  not  advocating  speed. 

We're  talking  about  productivity. 

The  Gulfstream  III  offers  such  unique  flexi- 
bility in  trade-offs  between  speed,  range  and 
payload  that  it  can  fly  virtually  any  kind  of 
mission  — and  do  it  with  optimum  productivity. 

At  a  time  when  the  world's  businesses  are 
placing  increased  emphasis  on  maximizing 


every  investment,  it  is  little  wonder  that  the 
thoroughly  proven  Gulfstream  III  continues 
to  dominate  the  market  for  long-range 
executive  transports. 

If  you  are  planning  for  the  acquisition  of  an 
aircraft  that  can  help  make  your  organization 
more  effective  and  productive,  now  is  the  time 
to  look  into  the  Gulfstream  III. 

A  full-scale  demonstration  of  this  remarkable 
airplane  on  one  of  your  upcoming  business 
trips  at  home  or  abroad  could  shape  your 
thinking  about  business  jets  for  years  to  come. 


The  man  to  talk  to  is  Charles  G.  Vogeley, 
Senior  Vice  President  of  Gulfstream  Market- 
ing. Call  him  at  (912)  964-3274;  or  write  to 
him  at  Gulfstream  American  Corporation, 
P.O.  Box  2206,  Savannah,  Georgia  31402  U.S.A. 

He  can  show  you  why  the  Gulfstream  III 
continues  to  leave  its  challengers 
farther  and  farther  behind. 


The  Gulfstream  III.  The  Ultimate. 


//A 

Gulfstream  American 


Member  GAMA 
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billion  in  assets,  but  with  a  history  of 
bad  loans  and  a  huge  debt  load,  it  is 
hardly  an  ideal  merger  partner.  That 
leaves  Girard,  slightly  smaller  than 
First  Pennsylvania  and  Philadelphia's 
third-largest  bank. 

Once  Mellon  acted,  however,  other 
dominoes  began  to  fall.  Philadelphia 
National   Corp.    snared  Lancaster- 


based  National  Central  Financial 
Corp.,  better  known  as  the  parent  of 
Hamilton  Bank,  the  state's  ninth-larg- 
est institution  and  perhaps  its  most 
aggressive.  "I  was  at  a  conference  re- 
cently where  bankers  were  asked  if 
they  wanted  a  totally  deregulated  fi- 
nancial instrument,"  says  McShane. 
"Many  of  them  said  no,  because  Ham- 


ilton would  implement  it  right 
away." 

Continental  Bancorp,  a  highly  prof- 
itable second-tier  Philadelphia  bank, 
snatched  up  York  Bancorp,  situated  in 
a  fast-growing  section  of  the  state.  "In 
York,"  moans  one  competitor,  "they 
don't  know  what  a  bad  loan  is." 
Then  American  Ban- 


The  wooers,  the  wooed  and  the  wallflowers 


Since  April,  eight  of  Pennsylvania's  ten 
largest  banks  have  announced  proposed 
mergers  or  acquisitions.  The  pair-ups  make 


for  great  gossip,  reminiscent  of  senior  prom. 
He's  going  with  herl  What  does  she  see  in 
himl  Herewith,  a  dance  card. 


Company 


Headquarters 


Assets 
billions 


Return  Number 

on  of  US 
assets  branches 


Recent  activity 


The  wooers 


Mellon  National  Corp 

Pittsburgh 

$18.4 

0.74% 

110 

Acquired  Girard  Co 

Pittsburgh  National  Corp 

Pittsburgh 

6.9 

1.04 

110 

Acquired  Provident  National  Corp 

Philadelphia  National  Corp 

Philadelphia 

6.3 

0.61 

69 

Acquired  National  Central  Financial  Corp 

Fidelcor 

Philadelphia 

3.7 

0.85 

71 

Acquired  Southeast  National  Bancshare  of  Pennsylvania  Inc 

American  Bancorp 

Reading 

2.3 

1.00 

74 

Acquired  Central  Penn  National  Bank 

I 


The  wooed 


Girard  Co  Philadelphia        4.8       0.94  134 

»  Provident  National  Corp  Philadelphia        3.3       1.15  57 

National  Central  Financial  Corp     Lancaster  2.3       0.80  63 


Acquired  by  Mellon  National  Corp 
Acquired  by  Pittsburgh  National  Corp 
Acquired  by  Philadelphia  National  Corp 


The  wallflowers 


First  Pennsylvania  Corp 
Equimark 


Philadelphia 
Pittsburgh 


5.3 
3.0 


0.03 
-0.56 


68  None 

89  None,  but  has  preacquisition  agreement  with  Citicorp 


Note:  Asset  totals  are  for  holding  companies;  return-on-asset  figures  are  for  holding  companies'  principal  banks 


Canon  copiers. 
They  follow  n  a  natural  order* 
From  a  basic  compact  to 
compact  systems, 
lb  clearly  answer  spedfk  needs. 

Now  you  can  choose  the  exact  copier 
you  need.  The  right  speed,  the  right 
features,  the  right  price.  From  the  full  line 
of  Canon  plain  paper  copiers. 

All  incorporate  the  exclusive  Canon 
Toner  Projection  System  which  allows  the 
use  of  dry  monocomponent  toner  on  plain 
paper.  The  copying  trend  of  the  future. 
They're  all  Canon  micronics  copiers  too. 
Which  means  simple  operation  and  reliability. 

Whatever  your  copying  needs,  there's 
a  Canon  copier  that's  a  natural. 


Canon 


IMP 


PLAIN  RAPER  COPIERS 


The  Canon  WM20  One  Touch. 
Bask  simplicity  and  cost  efficiency. 

So  simple  there  isn't  even  a 
power  switch.  Just  touch  the 
copy  key  and  copying  begins 
instantly.  Twelve  copies  a 
minute.  Shuts  off  automatically. 
Perfect  for  offices  that  need  a 
few  quick  copies  at  a  time. 


The  Canon  NP-U5  One  Touch  More. 
Enlarges  as  ml  as  reduces. 

All  the  advantages  of  the  basic 
One  Touch  copier,  plus  a  touch 
more.  Reduces  oversize 
documents  to  convenient  letter 
size.  Enlarges  maps,  fine  print, 
detailed  drawings.  A  first  in  its 
class  and  for  its  price. 


Canon  NP-2W. 
The  compact  copier  of  a  eSff 

More  speed,  even  an  d 
mini-sorter  in  a  truly  cfl 
copier.  With  space-sav 
copyboard.  Twenty-on< 
letter-size  copies  a  mim 
Copies  up  to  11"  x  17" 
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corp,  based  in  Reading,  moved  into 
Philly  through  a  pooling-of-interests 
merger  with  Central  Penn  National 
Bank.  American's  announcement 
stressed  that  Pittsburgh  and  Philadel- 
phia wouldn't  be  allowed  to  dominate 
all  banking  activity  in  the  state.  "You 
could  almost  hear  'The  Battle  Hymn 
of  the  Republic'  in  the  background," 
says  McShane. 

In  the  last  large  acquisition  an- 
nounced to  date,  Fidelcor,  the  parent 
of  Fidelity  Bank,  Philadelphia's 
fourth-largest,  picked  up  Southeast 
National,  based  in  the  Philadelphia 
suburbs.  Fidelcor's  Chairman  Ray 
Dempsey,  who  has  worked  quite  a 
turnaround  over  the  past  few  years, 
sounds  as  if  he  would  as  soon  be  the 
prey  as  the  predator.  "We  did  not  re- 
ceive an  overture,"  he  says.  "We 
would  have  entertained  it  if  we  had. 
We  believe  that  the  thing  most  appro- 
priate for  stockholders  is  the  right 
thing  to  do." 

There  have  been  minor  mergers, 
too,  and  there  will  be  more — both  ma- 
jor and  minor.  But  already  a  couple  of 
patterns  have  become  clear.  One  is 
that  banks  are  going  cheap.  The  range 
has  been  from  about  0.75  to  1.5  times 
stockholders'  equity,  and  from  about 
4  to  8.5  times  earnings. 

Another  is  that  size  counts.  Sure, 
banks  nestled  in  good  growth  areas 


•  luff.  And  nothing  but. 

Ij'Ss  than  30  letter-size  copies  a  minute.  The 
ll'enience  of  reduction.  Document  feeding, 
fjard  on  the  NP-300F.  Even  a  choice  of 
\  briers.  That's  what's  good  about  the 
l|'-300  Series  copiers  They're  full-featured, 
I  pd  trim 


make  attractive  targets,  as  do  banks 
with  an  above  average  return  on  as- 
sets. But  the  banks  are  limited  in  the 
number  of  acquisitions  they  can 
make.  As  Paul  Nadler,  professor  of 
finance  at  Rutgers  University,  puts  it, 
"Why  use  up  the  chits  on  a  little 
one?"  Nadler  says  that  some  small 
banks  pushed  for  the  four-acquisi- 
tions-in-four-years  limit.  The  result, 
he  thinks,  is  that  "the  small  banks 
screwed  themselves." 

Analyst  Hodges  points  out  another 
reason  larger  banks  are  in  demand. 
"Size,"  he  says,  "is  an  important  attri- 
bute, so  that  when  interstate  banking 
comes,  the  institution  will  be  large 
enough  to  pick  plums,  mainly  in  the 
Sunbelt." 

Dempsey  of  Fidelcor  emphasizes 
the  importance  of  market  share,  as  he 
explains  why  no  Philadelphia  bank  is 
eager  to  venture  west  into  Pittsburgh, 
which  is  dominated  by  Mellon  and 
Pittsburgh  National.  "As  with  other 
industries,"  he  says,  "you  don't  go 
into  markets  with  a  nominal  share. 
You  get  eaten  alive." 

With  Pennsylvania  having  fallen,  Il- 
linois and  Texas  are  the  largest  re- 
maining states  with  severe  restric- 
tions on  branching.  In  this  environ- 
ment, can  interstate  banking  be  far 
behind?  William  Eagleson  Jr.,  chair- 
man of  Girard  Co.,  speaks  of  "natural 


markets,"  which  may  happen  to  cross 
state  lines.  "I  can  look  out  my  window 
and  see  New  Jersey,"  he  says.  "Many 
of  our  employees,  including  top  execu- 
tives, live  in  New  Jersey.  Yet  we  can- 
not provide  a  rounded  service  there. 
That  makes  no  sense  to  me." 

Dempsey,  in  fact,  thinks  that  con- 
tiguous-state banking  will  come  be- 
fore outright  nationwide  banking. 
"The  cry  for  interstate  banking,"  he 
says,  "is  from  the  very  large  banks 
situated  in  places  where  the  econo- 
mies are  not  growing.  Contiguous- 
state  banking  would  prevent  the  big 
New  York  and  upper  Midwest  banks 
from  going  into  the  Sunbelt.  The  Tex- 
as banks  are  not  clamoring  to  get  into 
New  York.  They  want  to  expand  into 
Arkansas,  Louisiana,  Oklahoma  and 
Arizona." 

If  he  is  right,  branch  banking  be- 
comes less  an  issue  that  pits  small 
towns  against  big  cities  and  more  a 
question  of  letting  competition  reach 
across  state  borders.  This  makes  some 
loosening  of  the  current  federal  regula- 
tions all  the  more  likely — and,  when  it 
happens,  the  Pennsylvania  experience 
offers  two  lessons.  One  is  that  raw  size 
is  still  a  valuable  asset.  The  other  is 
that,  unless  the  banking  climate 
changes  radically,  no  bank,  large  or 
small,  is  likely  to  command  the  price 
that  satisfies  its  management.  ■ 


Canon  NP-400  Series.  "* 

Speed,  reduce,  enlarge,  feed  and  collate  with 

the  fastest  desktop  copiers  in  their  doss. 

Forty  letter-size  copies  a  minute  is  just  the 
beginning.  The  NP-400  Series  offers  two  reduction 
modes,  one  enlargement  mode.  An  optional  sorter, 
too.  A  choice  of  NP-400F  with  document  feeder  or 
the  NP-400  with  fixed  copyboard.  Console  system 
speed  and  features  in  less  space  and  at  lower  cost. 
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They're  unmatched  The  Canon 
FAX-401  is  the  first  Group  III  fax 
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A  REVOLUTIONARY  NEW  CONCEPT  IN  BUSINESS  TRAVEL  TO  EUROPE 


Northwest  Orient's  new  747 
Executive  Suite  is  the  only  business  class 
where  every  seat  is  a  reclining  sleeper 
seat-a  luxury  other  airlines  offer  only  in 

First  Class! 


FIRST  CLASS  COMFORT  AT  A 
BUSINESS  CLASS  FARE. 

Occupying  the  entire  First  Class  section,  plus 
the  upper  deck,  our  747  Executive  Suite  offers 
you  all  of  the  features  of  first  class,  including 
sleeper  seats  with  foot  rests,  Regal  Imperial 
dining,  fine  china  service,  entree  selection, 
complimentary  cocktails  and  more.  Plus,  extra 
privileges  like  advance  seat  reservations, 
special  check-in,  and  First  Class  travel  on  the 
domestic  portion  of  your  journey,  space  permit- 
ting. All  at  a  business  class  fare  that  could 
save  you  hundreds  of  dollars. 


TO  SCANDINAVIA.  IRELAND. 
AND  SCOTLAND. 

When  you  travel  to  Europe,  don't  settle  for  any- 
thing less  comfortable.  Or  more  expensive. 
Choose  Northwest  Orient's  exclusive  Executive 
Suite  —  now  available  to  Copenhagen,  Oslo, 
Stockholm  and  Gothenburg,  Shannon  and 
Glasgow's  Prestwick  Airport.  With  convenient 
one-airline  service  from  55  cities  across  the  U.S. 

For  reservations,  call  your  travel  agent,  cor- 
porate travel  department  or  Northwest  Orient. 


OUR  WAY:  Working  hard.  Doing  things  better. 
Revolutionizing  travel  to  Europe.  And  the  world. 
That's  the  Northwest  Orient  Way. 

®  NORTHWEST  ORIENT 


Hart  Schaffner  &  Marx  has  always  stood 
for  quality  of  product.  The  road  to  quality 
of  return,  though,  was  another  matter. 


Know  thyself 


By  Steven  Flax 


Over  the  last  four  quarters, 
while  the  garment  industry's 
sales  have  been  flat  and  stars 
like  Levi  Strauss  and  Blue  Bell  have 
been  hurting,  Chicago's  Hart 
Schaffner  &  Marx  has  been  setting 
records:  sales  up  nearly  10%,  to  $856 
million;  earnings  up  21%,  to  $30.8 
million.  The  country's  largest  quality 
tailored-clothing  company  is  riding 
two  powerful  trends.  One  is  the  con- 
trarian consumer  buying  patterns  of 
this  recession:  quality,  yes;  practical- 
ly everything  else,  no.  The  other:  the 
rapidly  growing  35-to-54-year-old  age 
group,  HS&M's  major  market,  which 
will  increase  28%  by  the  end  of  this 
decade,  after  showing  only  a  4%  in- 
crease in  the  last  decade. 


That  should  come  as  no  surprise. 
HS&M  has  weathered  plenty  of 
storms  prior  to  this  recession — most 
notably  the  laid-back  Sixties  and  Sev- 
enties, when  leisure  suits,  jeans  and 
gold  chains  threatened  to  sink  the  tai- 
lored suit  forever.  It  grew  throughout 
that  era,  emerging  as  one  of  the  stron- 
gest survivors,  and  seldom  was  at  the 
mercy  of  events.  Rather,  the  toughest 
battle  it  had  to  fight  was  against  itself. 

HS&M  targets  at  an  affluent  clien- 
tele 35  and  over  its  principal  name 
brand,  as  well  as  others  like  Chester 
Barrie  and  Hickey-Freeman,  whose 
suits  can  cost  almost  $700.  "Our  cus- 
tomer is  rarely  subject  to  layoffs," 
says  Jerome  Gore,  the  bespectacled 
accountant  who  became  HS&M's 
chief  executive  in  1981.  "And  his  in- 
come is  not  squeezed  as  much  by  in- 


flation as  [is  that  of]  the  lower-income 
groups."  For  example,  when  the  suit 
market  contracted  by  13%  in  1980, 
HS&M's  portion  wasn't  touched,  be- 
cause the  largest  single  decline,  over 
35%,  came  in  the  under-$100  market. 
Likewise,  in  the  leisure-suit  Seven- 
ties, when  the  suit  market  wasn't 
even  keeping  pace  with  population 
increases,  HS&M  was  expanding  its 
lines,  adding  designer  labels  like 
Christian  Dior  and  Pierre  Cardin. 

The  diversity  not  only  boosted 
sales,  it  also  gave  the  company  a  mar- 
keting laboratory:  Many  younger  men 
were  willing  to  pay  $175  to  $300  for 
fashion  looks  that  HS&M's  well- 
heeled  older  customer  would  have  re- 
sisted. "We're  doing  what  packaged 
goods  companies  have  done  all 
along,"  says  Ralph  Herbert,  HS&M's 
director  of  marketing  research  and 
forecasting.  "Our  products  are 
pitched  at  all  the  different  'wants'  out 
there." 

Now,  in  addition  to  its  powerful 
name  in  men's  apparel,  HS&M  is 
building  a  women's  franchise,  most 
important,  with  its  80% -owned 
Country  Miss  subsidiary,  which  it  ac- 
quired last  lanuary.  That  sort  of  thing, 
across  the  whole  spectrum  of  quality 
clothes,  tends  to  feed  on  itself,  to 
HS&M's  benefit.  "Retailers  now  tend 
to  buy  in  depth  what  we  promote," 
says  Gore.  "If  they  cut  inventories, 
they  tend  to  cut  other  lines.  It's  sort  of 
a  Catch  22." 

But  HS&M  has  had  some  alter- 
ations to  make,  too,  in  the  past  few 
years.  For  a  company  whose  market- 
ing decisions  have  been  so  shrewd,  its 


Hart  Schaffner  Chairman  Jerome  Gore  and  President  Richard  Hamilton 
The  toughest  battle  the  company  had  to  fight  was  against  itself. 
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LOOKING  FOR  THE  SOLUTION 
WITHOUT  LISTENING  TO  THE  PROBLEM 
IS  WORKING  IN  THE  DARK. 


Too  many  companies  are  more  concerned  with 
talking  about  what  they've  got  than  listening  to  what 
you  need. 

An  attitude  we  can't  afford  at  Sperry. 

Our  business  is  using  advanced  microprocessor 
technology  to  devise  unique  systems  solutions  to  com- 
plex problems— in  information  processing,  defense 
and  aerospace. 


So  the  first  thing  we  do  is  listen. 

When  you  listen  well,  you  discover  no  two  proble 
are  precisely  alike. 

And  neither  are  the  best  ways  to  solve  them. 

For  industry,  Sperry  developed  a  computer-aide 
design  system  that  helps  engineers  take  an  idea  frc 
concept,  through  design  and  testing,  to  productior 
all  from  a  single  terminal. 


x  pilots,  we  devised  computer-controlled 
lators  that  let  them  practice  landing  anywhere, 
x  any  conditions.  Even  a  pitching,  rolling  aircraft 
er  in  the  middle  of  the  sea.  At  night, 
id  for  governments  all  over  the  world,  we've  designed 
puter-based  systems  that  do  everything  from 
I1  icting  earthquakes  to  modeling  whole  economies, 
le  ability  to  listen  may  be  a  non-technological 


talent,  but  it's  an  indispensable  technological  skill. 

If  you're  looking  for  the  best  solution  to  your  problem, 
try  speaking  to  people  who  listen  before  they  talk. 

^SFERSV 

WE  UNDERSTAND  HOW  IMPORTANT 
IT  IS  TO  LISTEN. 


Here  today. 


EASTERN 


There  today. 


Sprint  'guaranteed  same'day 

package  delivery  makes 
"tomorrow"a  thing  of  the  past. 


Get  your  small,  urgent  package 
to  the  Eastern  counter  at  the 
airport.  We'll  rush  it  out  on  the 
very  next  flight.  And  provided 
that  flight  is  scheduled  to 
arrive  before  midnight,  you'll 
get  same-day  service.  We  guar- 
antee it.  Or  your  money  back. 

That's  Sprint  same-day 
package  service,  available  to 
more  than  90  cities  nationwide 


on  over  1,200  daily  flights. 

We  can  also  give  you 
Sprint  service  to  Canada, 
Mexico  and  other  interna- 
tional destinations. 

For  further  details,  rates 
and  flight  information,  call 
Eastern.  For  pickup  and 
delivery  in  the  U.S. ,  call 
800-336-0336,  toll-free. 

c  1982  Eastern  Air  Lines,  Inc. 


EASTERN 


internal  discipline  was  remarkably  in- 
effective. All  during  its  expansionary 
period  in  the  Seventies,  earnings  zig- 
zagged while  revenues  kept  increas- 
ing. The  company  retained  more  than 
a  little  of  the  attitude,  typical  of  a 
family  business,  that  if  you  maxi- 
mized sales  everything  else  took  care 
of  itself. 

One  result  was  poor  inventory 
controls,  especially  risky  in  a  high- 
priced  product.  "If  business  slows  in 
a  recession,  you  take  markdowns 
until  they  come  out  of  your  ears," 
says  Gore.  In  the  mid-1970s  long- 
term  debt  rose  to  more  than  $75 
million  (it's  now  $62  million)  and 
return  on  sales  went  as  low  as  1.7%. 
The  big  retail  division,  much  of  it 
newly  acquired,  was  badly  disorgan- 
ized. "We  took  on  a  lot  of  entrepre- 
neurs who  were  doing  their  own 
thing,"  says  President  Richard  Ham- 
ilton, hired  by  Gore  in  1978.  "The 


The  big  retail  division,  much 
of  it  newly  acquired,  was 
badly  disorganized.  "We 
took  on  a  lot  of  entrepre- 
neurs who  were  doing  their 
own  thing,"  says  Hamilton. 
"The  day  I  arrived  I  had  60 
people  reporting  to  me." 


day  I  arrived  I  had  60  people  report- 
ing to  me."  HS&M's  310  retail  stores 
had  44  different  presidents  and  chief 
financial  officers. 

Gore  and  Hamilton  set  about  con- 
trolling both  inventories  and  the  sup- 
ply of  autonomous  executives.  Now, 
HS&M  no  longer  offers  odd  sizes  in  as 
great  numbers  as  before  and  is  tailor- 
ing product  to  the  forecasts  of  the 
market  research  department  Gore  set 
up  about  five  years  ago.  Hamilton  has 
consolidated  the  retail  division  into 
25  store  groups  and  in  most  cases  has 
standardized  everything  from  mani- 
kins to  merchandise  displays.  "I  don't 
want  our  retail  division  to  become  a 
chain,"  says  Hamilton.  "But  it  is  go- 
ing to  become  a  lot  more  like  one  than 
it  has  been." 

The  result:  From  1975  to  1981, 
HS&JVTs  sales,  earnings  and  stock- 
holders' equity  grew  68%,  230%  and 
43%,  respectively.  ROE  is  now  a  more 
respectable  11.7%  (having  dropped  to 
5%  in  1975),  and  Gore's  goal  is  15% 
by  1985.  Curious,  isn't  it;  HS&M's 
insights  into  its  market  (other  than 
the  fine  tuning,  where  every  retailer 
occasionally  goes  wrong)  were  impec- 
cable; it  knew  its  business  in  detail. 
What  it  had  to  learn  more  about  was 
itself.  ■ 
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No  matter  where  you  buy 
life  insurance 

this  free  booklet 
could  save  you  money 


Sending  for  this  free  booklet  may  be  one 
of  the  most  important  decisions  you'll 
ever  make  about  life  insurance.  Read  it 
and  you'll  be  able  to  weigh  and  compare 
the  benefits  of  the  various  types  of 
policies.  You'll  leam  how  they  can  be 
made  to  fit  your  particular  needs  and  the 
amount  you  can  afford. 

So  when  you  decide  it's  time  to  talk  to  an 
agent... ours  or  any  other  company's 
...you'll  be  able  to  work  together  in 
developing  a  program  that  will  provide 
maximum  protection  and  security  for  your 
premium  dollars. 

Basic  types  of  policies  are  explained  in 
plain-talk- term,  whole  life,  and  very 
importantly,  the  new  Adjustable  Life.  The 
particular  advantages  of  each  are  pointed 
out  and  illustrated.  Just  about  everything 
most  people  need  to  know  to  make  a 
sound,  considered  judgement  about  a 


well-insured  future  is  included.  Actually,  after  reading 
it,  you  may  not  be  an  expert  but  you  will  know  enough 
to  keep  from  making  serious  mistakes.  This  booklet 
is  part  of  The  Bankers  Life  continuing  program  of 
consumer  education  and  is  yours  for  the  asking.  We're 

confident  that  it  will  help  you 
buy  life  insurance  more 
wisely  no  matter  which  com- 
pany you  choose  to  handle 
your  business. 


Should  you  wish  to  discuss 
a  program  with  an  agent  of 
The  Bankers  Life  of  Des 
Moines  you'll  find  us  listed 
in  the  Yellow  Pages.  In  any 
event,  we  want  you  to  have 
this  valuable  booklet,  so  take  a 
minute  and  mail  the 
coupon  below. 


\ 


The  Bankers  Life, 
Consumer  Services 
Des  Moines,  Iowa  50307 

Please  mail  me  your  free  booklet  "A  consumer's 
guide  to  buying  life  insurance." 


Name. 


Address. 


Ciry. 


.State. 


.Zip. 


THE  BANKERS  LIFE 

BANKERS  LIFE  COMPANY   DES  MOINES,  IOWA  50307 
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When  times  are  tough  in  business  forms, 
price  wars  flourish.  So  why  is  Standard 
Register  doing  so  well? 


"Win  on  price, 
lose  on  price11 


example,  SR  worked  with  a  printing 
press  manufacturer  to  develop  a 
unique  multiweb  press  to  print  the 
ROCs  to  the  size,  carbon  content  and 
perforation  specifications  American 
Express  required. 

Like  the  rest  of  the  industry,  Stan- 
dard Register  stresses  how  much  it  can 
save  customers  by  simplifying  and 
managing  their  forms  usage.  For  exam- 
ple, one  SR  forms  designer  was  able  to 


By  Steven  Flax 


ONE  OF  THE  MOST  FICKLE  prod- 
ucts  you  can  work  with  is  pa- 
per," says  Roy  Linton,  chief  ex- 
ecutive of  $320  million  (sales)  Stan- 
dard Register  Co.,  the  country's 
second-largest  business-forms  manu- 
facturer. When  times  get  tough  in  the 
$4.5  billion  business,  formsmakers 
cut  prices  to  keep  market  share,  and 
profitability  nose-dives. 

Times  are  tough  now,  and  you  can 
see  it  in  the  numbers:  At  $1.9  billion 
(sales)  Moore  Corp.,  the  biggest 
formsmaker,  net  income  fell  17% 
during  this  year's  first  quarter.  In  the 
second  quarter  profit  margins  were 
cut  again  by  over  a  percentage  point. 
Margins  were  slashed  at  least  as  badly 
at  Duplex  and  American  Business 
Products  during  the  second  quarter, 
even  though  the  price  of  paper  fell 
4.5%.  Weaker  competitors,  unable  to 
take  the  pressure,  are  cashing  in  their 
chips:  Control  Data,  Litton  Industries 
and  GAF  have  all  sold  their  forms- 
printing  subsidiaries. 

So  it  is  all  the  more  remarkable  that 
at  Dayton-based  Standard  Register 
profits  for  the  first  half  rose  over  27% 
on  a  sales  increase  of  8.5%.  During 
the  second  quarter  profits  climbed 
over  48%.  Admittedly,  half  of  that 
gain  was  from  a  base  depressed  by 
legal  and  pension  fund  expenses  and 
LIFO  adjustments.  But  the  fact  re- 
mains that  most  of  Standard  Regis- 
ter's competitors  would  give  anything 
to  have  just  the  remaining  real  profit 
increase  that  Standard  Register 
chalked  up  this  year. 

Roy  Linton  insists  there's  no  big 
secret  behind  his  company's  success. 
To  coexist  with  an  industry  mastodon 
like  Moore,  SR  has  stressed  service. 
To  land  the  huge  record-of-charge  slip 
account  from  American  Express,  for 


Linton  on  the  SR  production  line 
"The  most  fickle  of  products." 

show  Nationwide  that  it  didn't  really 
need  38  different  forms — only  1. 

Such  meticulous  salesmanship  can 
help  marketing  in  unexpected  ways. 
While  investigating  how  to  save  mon- 
ey for  Earl  Scheib,  Inc.,  the  national 
cut-rate  car-painting  firm,  SR's  sales- 
men learned  that  Scheib  was  a  bit 
vain.  So  SR  designed  a  form  with 
Scheib's  picture  plastered  over  it  and 
got  the  account. 

Standard  Register  also  tries  hard  to 
avoid  the  lower-margin  stock-forms 
business,  turning  some  away  even 
though  SR  is  running  at  only  75%  of 


capacity.  The  company  prefers  spe- 
cial-order business  where  SR  has 
more  control  over  pricing.  "If  you  get 
business  by  grabbing  it  on  price, 
you're  going  to  lose  it  on  that  basis," 
says  Linton. 

Another  key  to  SR's  current  perfor 
mance  is  the  mix  of  its  26,000  cus- 
tomers. Ten  years  ago  75%  of  its  top 
20  customers  included  the  likes  of 
GM,  Firestone,  Republic  Steel  and  In- 
ternational Harvester:  big  industrial 
companies  in  cyclical  industries. 
Then  SR  decided  to  add  other  major 
markets  that  were  not  so  likely  to  be 
severely  hurt  in  business  downturns. 
Today  50%  of  the  top  20 — companies 
like  Federal  Express,  Reader's  Digest 
and  Voluntary  Hospitals  of  Amer- 
ica— are  in  service  industries,  direct 
mail  and  health  care. 

Several  years  ago  SR  set  up  a  spe- 
cial marketing  task  force  in  order  to 
win  accounts  in  the  rapidly  growing 
health  care  industry.  Today  about 
25%  of  its  sales  goes  to  hospitals  and 
other  health  care  institutions.  "When 
we  go  in  there  we're  selling  im- 
proved patient  care,"  says  Linton. 
"That's  their  hot  button."  SR's 
health  care  business  has  grown  from 
$5  million  in  1970  to  over  $60  mil- 
lion this  year  and  is  now  growing  at 
about  an  18%  annual  rate. 

SR  has  also  benefited  by  getting 
into  the  direct  mail  business.  It  prints 
the  personalized  letters  and  the  con- 
test forms  used  heavily  by  recording 
and  publishing  companies.  SR's  direct 
mail  business  has  grown  from  about 
$1  million  in  1970  to  about  $32  mil- 
lion today  and  is  increasing  at  a  14% 
annual  rate.  To  balance  that  off,  SR 
also  caters  to  a  high  proportion  of 
accounts,  like  electric  utilities,  that 
are  stable  during  business  cycles. 
"People  use  fewer  kilowatts,  but  they 
get  the  same  number  of  bills,"  says 
Linton. 

Still,  Linton  knows  that  the  indus- 
try has  been  growing  at  only  about  4% 
lately,  down  from  its  9%-a-year  rate 
of  the  early  Seventies.  It  will  be  a 
continual  struggle  to  outperform  the 
industry  during  the  second  half  of  the 
year,  he  concedes,  and  paper  prices 
could  soar  overnight. 

On  the  other  hand,  Linton  has  been 
around  enough  not  to  fret  about  his 
products'  being  made  obsolete  by  such 
things  as  electronic  offices  with  CRTs, 
automated  tellers  and  word  processors. 
He  sees  these  innovations  as  no  greater 
a  threat  than  microfilm  was  years  ago. 
"They  replace  people  or  they  replace  a 
product,  but  not  our  product,"  says 
Linton.  "The  more  widespread  com- 
puters become,  the  more  essential  doc- 
umentation becomes."  ■ 
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HERTZ  CAR  LEASED 
INTRODUCES 
TWO  OUNCES  OF 
PREVENTION, 

When  you're  responsible 
for  a  fleet  of  cars,  down  time 
and  repairs  can  be  very  costly. 

That's  why  Hertz  is 
doing  something  to  help. 
From  now  on,  we'll 
lot  only  lease  cars 
to  you,  we'll  help 
you  keep  them  run- 
ning smoothly.  Just  ask 
for  our  exclusive  Pre- 
ventive Maintenance 
Coupon  Program. 

Then  every  car  you 
lease  comes  with  a  Scheduled 
Maintenance  Coupon  Booklet, 
good  for  preventive  maintenance 
service  at  7,500-mile  intervals. 

There's  no  additional  charge  if 
you  have  a  full  maintenance  contract, 
or  a  low  monthly  charge  if  you  don't. 
What's  more,  there's  no  out-of-pocket 
expense,  since  everything's  transacted 
with  a  single  coupon. 

All  your  drivers  have  to  do  is  present 
the  coupon  to  a  Sears,  Firestone,  Goodyear  or 
any  other  Hertz  authorized  service  center  and 
they'll  get  whatever  service  the  mileage  calls  for. 
From  a  simple  oil  change  to  checking  and 
adjusting  the  brakes. 

It's  a  quick  and  convenient  way  to  keep  your 
fleet  in  great  shape. 

So  next  time  you  lease  cars,  lease  from  the  only 
company  with  the  Preventive  Maintenance  Coupon 
Program.  Hertz. 

After  all,  two  ounces  of  prevention  are  worth 
thousands  of  pounds  of  cure. 

For  additional  information  about 
Hertz  Car  Leasing  and  the 
Hertz  Preventive  Maintenance 
Coupon  Program  call  us  at 


800-654-2250. 


®  REG  U  S  PAT  OFF  ©  HERTZ  SYSTEM  INC  \9S2 


State  Farm  agents  get  a  pittance  of  a  com- 
mission on  almost  70%  of  the  business  they 
vurite.  But  they're  doing  okay  anyway. 


The  hook 


By  Lisa  Gross 

In  the  insurance  industry,  says 
State  Farm  Insurance  President  Ed- 
ward B.  Rust  in  his  downstate  Illinois 
twang,  "we're  about  as  popular  as  a 
skunk  at  a  lawn  party." 

The  reason?  Bloomington,  111. -head- 
quartered State  Farm,   the  largest 


property  and  casualty  insurance  com- 
pany in  the  U.S.,  undercuts  its  com- 
petitors on  agent  commissions  by  as 
much  as  80%  in  auto  insurance,  68% 
of  its  business.  The  15,168  agents  get 
about  2%  commission  on  personal 
auto  policies,  compared  with  the  in- 
dustry average  of  10%.  In  turn,  that 
allowed  State  Farm  to  enjoy  an  under- 


writing expense  ratio  of  19.8%  on 
$8.4  billion  of  premium  income  last 
year,  vs.  27.4%  for  the  rest  of  the 
industry,  and  to  make  an  aftertax 
profit  of  $748  million  on  $10.2  billion 
in  revenues. 

What's  the  secret?  It's  not  so  myste- 
rious: Auto  insurance  is  the  hook  that 
gets  customers  into  the  fold,  where 
agents  can  sell  them  margined  poli- 
cies. Commissions  run  about  23.9% 
on  fire  insurance  and  17.6%  on  home- 
owner's, according  to  the  latest  fig- 
ures put  out  by  A.M.  Best,  Inc.,  the 
industiy  scorekeeper.  State  Farm  had 
$2.2  billion  in  non-auto  property/ca- 
sualty premiums  last  year.  In  short, 
State  Farm  operates  with  its  agents 
the  way  Ma  Bell  used  to  in  its  monop- 
oly heyday,  fust  as  AT&T  gave  low 
rates  on  some  services  and  made  it  up 
on  others,  State  Farm  agents  sell  auto 
insurance  at  rock  bottom  commis- 
sions and  make  it  up  on  homeowner's 
and  fire  and  casualty  policies. 

But  how  does  it  keep  competitors 
from  luring  away  the  cream  and  leav- 
ing State  Farm  with  only  auto  insur- 
ance— just  as  Bell's  new  competitors 
try  to  do  in  long-distance  service? 
State  Farm's  rivals  are  certainly  try- 
ing. Consider  Sears'  Allstate  TV  com- 
mercials, for  example — essentially  a 
plea  to  drop  by  and  give  Allstate  a 
chance  to  beat  the  price.  But  State 
Farm  holds  on  to  those  valuable 
homeowner's  and  fire  and  casualty 
policies  because  its  agents,  to  say  the 
least,  are  highly  motivated — they  sell 
nothing  but  State  Farm  policies,  and 
34%  of  all  homeowner,  fire  and  life 
policyholders  also  have  State  Farm 
auto  insurance. 

A  pretty  nice  arrangement,  and  one 
that  is  little  changed  in  approach  from 
what  George  f.  Mecherle,  a  retired 
Merna,  111.  farmer,  had  in  mind  when 
he  founded  State  Farm  in  1922.  Me- 
cherle's  idea  was  to  offer  rural  auto 
owners  a  40%  to  50%  lower  rate  at  a 
time  when  the  industry  set  all  rates 
on  traditionally  higher  city  claims 
levels.  Mecherle  lined  up  local  Farm 
Bureau  members  to  do  the  selling.  It 
worked  like  a  charm.  In  a  pattern  that 
still  holds  today,  State  Farm  forced 
the  rest  of  the  industry  to  set  variable 
rates  and  soon  came  to  dominate  the 
auto  insurance  market.  Though  it  in- 
creased auto  premiums  by  3%  last 
year,  its  agents  (State  Farm  broke  with 
the  Farm  Bureau  in  1949  to  set  up  its 
own  agent  network)  wrote  about  15% 
of  the  nation's  total  $34  billion  per- 
sonal auto  insurance.  That's  half 
again  as  much  as  runner-up  Allstate. 
When  Rust  says,  "I  can't  tell  you  what 
the  rest  of  the  industry  does  because 
that's  not  our  problem,"  he  kids  not. 


STATE  FARM 


INSURANCE 


JIM 
KURTOC 


State  Farm  President  Ed  Rust  (right)  with  agent  Jim  Kurtock 
"What  the  rest  of  the  industry  does  is  not  our  problem. 
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Once  a  State  Farm  agent  has  passed 
a  two-year  training  period,  he  will 
usually  stay  on  for  life.  That  stable 
sales  force  is  a  good  thing,  because 
State  Farm  doesn't  cotton  to  newfan- 
gled investment  ideas — and  as  a  mu- 
tual insurance  company,  it  doesn't 
have  to.  Unlike  the  rest  of  the  proper- 
ty casualty  industry,  which  routinely 
relies  on  investment  income  to  cover 
any  underwriting  losses,  State  Farm 
usually  breaks  even  or  better  on  un- 
derwriting. Its  last  underwriting  loss 
was  in  1975.  Because  of  heavy  weath- 
er and  disaster  claims  in  the  Midwest, 
it  will  probably  post  another  under- 
writing loss  this  year,  only  its  second 
in  13  years. 

While  competitors  like  Safeco 
Corp.  expect  to  increase  their  invest- 
ment income  by  12%  this  year,  State 


Farm's  will  probably  be  flat — but  safe. 
Last  year  its  portfolio  had  $2  billion  in 
stocks,  returning  an  average  of  4.3%, 
and  $6.8  billion  in  bonds,  returning 
only  5.8%.  What  about  venture  cap- 
ital, an  area  in  which  Allstate  shines? 
"You  can't  put  enough  money  to 
work  in  venture  capital  situations  in- 
telligently to  have  an  impact  on  a 
portfolio  the  size  of  ours,"  says  Rust. 

Out  of  similarly  conservative  mo- 
tives, State  Farm  also  stays  away  from 
big  commercial  property  casualty  in- 
surance deals,  the  kind  that  are  so 
important  to  competitors  like 
Kemper  and  Aetna.  "If  you're  a  policy- 
holder, you  don't  want  me  taking 
risks  with  your  money,"  says  Rust. 
"You  want  to  be  sure  we  have  the 
money  when  you  need  it."  So  far, 
State  Farm  has.  ■ 


No  bed  of  roses 


W' hen  she  left  elementary 
school  teaching  to  sell  State 
Farm  insurance  seven  years  ago, 
J.P.  Lindquist,  33,  knew  precisely 
what  she  was  in  for.  Her  father, 
Lloyd,  has  been  an  agent  in  Chica- 
go for  26  years. 

What  she  was  in  for  was  no  bed 
of  roses — precisely  the  reason 
State  Farm  gets  so  much  out  of  its 
15,168  agents.  She  invested  more 
than  a  year  in  interviews  and  two 
years  in  training,  living  at  home, 
since  State  Farm  expects  agents 
virtually  to  support  themselves 
from  the  start.  (In  fact,  President 
Edward  Rust  says  prospective 
agents  should  have  about  $20,000 
to  invest  in  their  new  business,  or 
they  will  never  get  it  off  the 
ground.) 

Lindquist's  office  overlooking 
Chicago's  North  Michigan  Avenue 
has  a  posh  address,  but  the  quarters 
are  spartan — desks  crowded  to- 
gether, walls  covered  with  State 
Farm  advertising.  Amid  continual- 
ly ringing  phones,  she  writes  about 
40  policies  each  month  out  of  150 
or  so  prospects. 

It's  not  an  easy  business  by  any 
means:  State  Farm  contributes 
nothing  but  the  product  and  a  little 
continuing  training.  Lindquist 
pays  for  everything  she  needs  to  do 
business,  except  the  insurance 
forms  themselves. 

She  buys  all  the  promotional  lit- 
erature— her  office  is  filled  with 
it — from  State  Farm,  and  pays  for 
five  direct  mailings  a  year,  her  list- 
ing in  the  Yellow  Pages  and  the 


Agent  J.P.  Lindquist 


cards  her  five  part-time  employees 
pass  out  on  Michigan  Avenue. 
State  Farm  President  Rust  esti- 
mates an  average  agent  office  takes 
in  $70,000  annually.  For  Lindquist, 
60%  of  that  is  plowed  right  back 
into  the  business. 

"The  average  person  might 
think  there's  big  money  in  this 
business,  but  we  have  to  give  it  to 
the  company  right  away,"  she  says. 
"We  can't  keep  it.  You  wrote  the 
business  and  paid  the  postage  but 
you're  not  getting  paid  on  it  the 
minute  you  write  it.  And  you  can't 
bank  on  renewals.  The  average  car 
only  stays  with  you  for  seven 
years." 

So  why  put  up  with  it  all?  Be- 
cause of  the  independence,  she 
says:  "I  can  run  my  own  business 
my  own  way."  Also,  tough  as  life 
may  be,  the  average  State  Farm 
agent  earns  50%  more  than  his  or 
her  colleagues  industrywide,  mak- 
ing up  on  volume  what  is  lost  on 
auto  margins. — L.G. 
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UNFROZEN 
ASSETS 


Devoe  Marine's  Devran™  234QC, 
the  world's  only  high 
performance  epoxy  coating 
that  cures  at  sub-freezing 
temperatures. 


The  more  time  a  ship  spends  "frozen"  in  drydock  being 

repainted,  the  less  time  it  spends  in  the  water  earning  money. 
Until  now,  when  the  temperature  dropped  below  32°F  shipyards 
had  to  rely  on  paint  that  required  frequent  reapplication. 

Devoe  Marine  has  solved  this  costly  problem  by  creating 
Devran  234QC,  the  world's  only  high  performance  epoxy 
coating  that  cures  at  sub-freezing  temperatures.  The  benefits  of 
this  remarkable  coating  are  obvious:  reduced  drydock  time,  less 
frequent  repainting  and  increased  profit  potential.  Innovations 
such  as  Devran  234QC  explain  why  Devoe  Marine  coatings  are 
found  on  large  vessels  and  offshore  oil  rigs  the  world  over. 

Devoe  Marine  Coatings  Co.  is  part  of  our  Marine  and 
Corrosion  Control  Group,  one  of  four  Grow  Groups.  Since  1961, 
we  have  grown  from  $10  million  in  sales  to  over  $230  million,  paid 
consecutive  quarterly  cash  dividends  for  the  past  18  years,  and 
over  143%  in  stock  dividends. 

If  you'd  like  to  know  more,  write  Grow  Group,  Inc.,  Pan  Am 
Building,  200  Park  Avenue,  New  York,  N.Y  10017,  for  a  copy  of  our 
Annual  Report.  For  product  information,  write  Mr.  Joseph  Quinn, 
President,  Devoe  Marine,  care  of  Grow  Group,  Inc. 


Grow  Group 


The  Up  &  Comers 


With  a  little  help  from  your  friends,  you  too 
could  build  a  $100  million  company  in 
just  three  years'  time. 


The  old  boy 
satellite  network 


By  Stephen  Kindel 
and  Jon  Schriber 


During  Lyndon  Johnson's 
presidency,  if  you  wanted  to 
know  anything  about  national 
telecommunications  policy,  the  man 
you  went  to  see  at  the  White  House 
was  Colonel  H.R.  (Johnny) 
Johnson.  An  affable,  crew- 
cut  former  World  War  II 
bomber  pilot,  Johnson  was 
assistant  director  for  nation- 
al telecommunications,  spe- 
cializing in  the  emerging  use 
of  satellites  for  long-distance 
communications.  Albert  L. 
Horley,  a  young  physicist 
who  had  gotten  involved 
with  satellites  while  serving 
a  stint  with  the  Peace  Corps 
in  Malaysia,  was  in  John- 
son's department  at  the  same 
time.  Together,  Johnson  and 
Horley  helped  shape  the  en- 
tire legal  structure  within 
which  such  companies  as 
Western  Union,  RCA  and 
Comsat  were  to  compete  for 
almost  15  years.  Those  com- 
panies naturally  went  after 
the  lucrative,  high-volume, 
high-priced  data  communi- 
cations business  of  major 
global  corporations.  That's  a 
$1.3  billion  market,  but  it 
has  matured  somewhat,  giv- 
en the  high  cost  of  ground 
station  equipment  and  satel- 
lite transponders  that  receive 
and  then  transmit  messages 
back  to  earth. 

What  the  big  satellite  com- 
munications companies  so 
far  have  ignored  is  the  much 
larger  market  of  smaller  com- 
panies with  a  few  divisions  or 
branch  offices  that  need  me- 


dium-price, medium-speed  data  trans- 
mission. That  market  is  growing  at  a 
30%-a-year  clip.  But  there  is  one 
small  company  with  its  sights  set 
firmly  on  that  market  and,  not  sur- 


Vitalink  President  Al  Horley 

Low-cost  earth  stations,  high-quality  connections. 


prisingly,  it's  run  by  President  Al  Hor- 
ley with  help  from  Johnny  Johnson, 
who  is  head  of  marketing.  It  is  $4 
million  (sales)  Vitalink  Communica- 
tions Corp.  of  Mountain  View,  Calif. 

Vitalink  manufactures  a  reliable 
earth  station  that  sells  for  only 
$70,000 — about  half  the  price  of  com- 
petitive models.  With  that  station  it 
offers  a  private  communications  ser- 
vice aimed  squarely  at  the  medium- 
range  market.  Vitalink's  system  is  re- 
liable enough  that  Tandem  Comput- 
ers, Tymnet  and  Dow  Jones  have  all 
acquired  Vitalink  equipment  for  their 
own  information  systems.  Johnson 
and  Horley  have  stated  publicly  that 
they  expect  to  be  doing  $100  million 
in  sales  by  1985.  If  Vitalink  does 
achieve  that  feat,  it  will  be  in  large 
measure  because  of  the  friends  of 
Johnny  Johnson — the  old  boy  satellite 
network. 

One  of  the  people  Johnson 
spent  a  lot  of  time  with  in 
meetings  was  Earl  D.  Hil- 
burn,  who  was  in  charge  of 
NASA's  unmanned  space- 
craft program — another 
name  for  communications 
satellites.  In  1966  Hilburn 
left  NASA  to  join  the  West- 
ern Union  Telegraph  Co., 
where  he  helped  push  the 
company  toward  satellites. 
When  Hilburn  was  elevated 
to  the  telegraph  company's 
presidency  in  1970,  he  need- 
ed someone  to  implement  its 
Westar  program.  He  picked 
Johnny  Johnson,  who  had 
since  been  promoted  to 
brigadier  general  and  placed 
in  charge  of  all  communica- 
tions, air  traffic  control  and 
radar  defense  in  the  Pacific 
basin  west  of  Hawaii.  Know- 
ing Johnson's  abilities,  Hil- 
burn attempted  to  bring  him 
to  Western  Union.  In  the  end 
he  managed  to  persuade 
Johnson  to  retire  from  the 
Air  Force  one  year  short  of  a 
30-year  pension.  Says  John- 
son, "Western  Union  had  an 
interesting  project.  I  had 
done  some  early  satellite 
work  with  AT&T  and  the 
Air  Force  when  we  did  Tel- 
star,  and  I  did  most  of  the 
technical  work  on  the  Public 
Broadcasting  Act  of  1967, 
which  created  the  frame- 
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work  of  using  satellite  distribution  for 
PBS.  Al  Horley  had  worked  on  the 
same  project,  but  when  the  imple- 
mentation phase  came  around,  he  had 
left  for  HEW.  Anyway,  Hilburn  kept 
asking,  and  I  finally  decided  to  leave 
because  if  I  waited  for  the  full  30 
years,  people  might  not  think  I  could 
get  another  job." 

So  Johnson  started  at  Western 
Union  at  the  end  of  1970  and  spent  six 
years  working  on  Westar.  In  the  pro- 
cess he  looked  into  the  on-premise 
earth  station  business  and  private 
communications  links.  But  Western 
Union  decided  not  to  get  into  that 
business  because  it  is  highly  capital- 
intensive  if  approached  as  a  tariff  sys- 
tem. That  is,  the  common  carrier  fi- 
nances the  earth  station  and  related 
communications  gear,  and  then  leases 
it  to  a  corporate  user  over  a  long  term. 
The  carrier  is  forced  to  charge  a  rela- 
tively stiff  rate  for  the  lease,  since  his 
line  charges  are  regulated  and  fixed  by 
the  government.  Such  restrictions 
limit  the  market  to  only  the  largest 
users  of  point-to-point  data  commu- 
nications. In  the  mid-1970s  there  did 
not  appear  to  be  enough  traffic  to  jus- 
tify Western  Union's  involvement. 

But  Ed  Uhl,  chairman  of  Fairchild 
Industries,  and  Manny  Fthenakis,  a 
senior  vice  president,  both  founders  of 
American  Satellite  Co.,  were  also 
friends  of  Johnny  Johnson's,  and  they 
were  interested.  In  1977  they  persuad- 
ed Johnson  to  join  American  Satellite 
to  start  up  an  on-premise  business.  By 
1980  Johnson  had  sold  on-premise 
systems  to  the  likes  of  Boeing,  Gener- 
al Dynamics,  Abbott  Labs,  Metropoli- 
tan Life  and  almost  20  other  large 
firms.  What  started  to  intrigue  John- 
son was  how  to  make  satellite  com- 
munications links  cheap  enough  to 
compete  for  the  telephone  intercon- 
nect business  of  medium-size  firms. 
Companies  already  understood  the 
wisdom  of  buying  their  own  tele- 
phones and  switchboards  for  the  tax 
credits  and  depreciations  allowances 
they  provide  as  much  as  for  their  con- 
veniences and  advanced  technology. 
The  same,  reasoned  Johnson,  should 
be  true  for  satellites.  When  Johnson 
started  looking  for  someone  who  was 
working  in  the  area,  he  ran  into  Al 
Horley. 

Horley  was  already  in  the  midst  of 
discussions  with  Tandem  Computers 
Chairman  Thomas  Perkins,  who  as  a 
partner  in  the  firm  of  Kleiner,  Perkins, 
Caufield  &  Byers  was  also  a  venture 
capitalist.  Horley  and  Perkins  were 
talking  about  a  new  type  of  ground 


station  based  on  solid-state  electron- 
ics that  would  be  cheap  enough  for 
the  customer  to  buy  rather  than  rent. 
Horley  had  had  some  prior  experience 
in  cheap  earth  stations.  While  in  Ma- 
laysia in  the  early  1960s  with  the 
Peace  Corps,  he  and  his  physics  stu- 
dents had  built  a  ground  station  for 
under  $10,000  and  used  it  to  commu- 
nicate with  t'he  Gemini  astronauts. 
When  Perkins  and  partner  Brook 
Byers  decided  to  implement  Horley's 
plan,  their  immediate  response  was  to 
call  Johnson  and  sit  the  two  old 
friends  down  together.  "They  told 
us,"  says  Johnson,  "to  go  talk  to  Jim 
Treybig,  the  president  of  Tandem,  be- 
cause Jim  has  probably  been  the  text- 
book example  of  how  to  create  a  high- 
technology  company  within  a  venture 
capital  structure." 

Vitalink  was  born  in  May  1980  with 
initial  seed  capital  from  Kleiner,  Per- 
kins of  $1.5  million.  When  another 
$2.75  million  was  invested  one  year 
later  by  venture  capitalists  Mayfield 
Associates,  Technology  Venture  In- 
vestors and  Sequoia  II,  Horley  and 
Johnson  decided  that  they  needed  to 
offer  a  complete,  end-to-end  system. 

So  the  pair  went  to  Western  Union 
for  help.  In  exchange  for  a  25%  inter- 
est in  Vitalink,  Western  Union  put  up 
$12  million  in  cash.  Vitalink  then 
borrowed  another  $11  million  from 
Bank  of  America. 

Vitalink  spent  the  money  to  lease 
two  Westar  transponders.  It  made 
good  sense  from  Western  Union's 
point  of  view.  You  can't  make  much 
money  just  by  selling  transponder 
time,  but  the  people  who  buy  that 
time,  being  nonregulated,  can  resell  it 
for  whatever  price  they  can  get.  So 
Western  Union  not  only  bills  Vitalink 
but  also  gets  a  hefty  share  of  Vita- 
link's  profits  from  providing  end-to- 
end  communications.  "That  way  they 
get  a  lot  more  than  the  nominal  rate 
of  return  allowed  a  common  carrier," 
says  Horley. 

With  Western  Union's  backing,  Vi- 
talink suddenly  started  to  look  like  a 
competitive  system  for  companies  al- 
ready heavily  committed  to  leased 
telephone  lines  and  perhaps  thinking 
of  setting  up  their  own  satellite  net- 
work. After  all,  Vitalink  was  offering 
capacities  equivalent  to  AT&T's 
leased  lines  at  prices  15%  lower  than 
those  of  AT&T. 

One  such  company  was  Tandem. 
Treybig  obviously  liked  what  he 
heard  from  Horley  and  Johnson  in 
their  original  presentation  and  or- 
dered several  dozen  ground  stations 
for  a  data  communications  service 
Tandem  plans  to  offer  in  conjunction 
with  American  Satellite.  Tymnet  has 


ordered  27  Vitalink  stations  and  has 
signed  on  as  a  customer  for  Vitalink's 
communications  service,  as  has  Dow 
Jones.  Dow's  president  and  publisher 
of  information  services,  Bill  Dunn,  is 
another  old  friend  of  Horley  and  John- 
son. While  Johnson  was  at  American 
Satellite  he  helped  Dunn  set  up  the 
Wall  Street  Journal's  satellite-based  re- 
mote printing  operation. 

All  told,  the  friends  of  Johnny  John- 
son and  Al  Horley  have  ordered  82 
ground  stations  or  have  signed  on  as 
network  users,  or  both.  With  such  a 
solid  base,  Johnson  says  the  future  can 
only  get  brighter.  "There  are  4,000  to 
25,000  companies  that  could  benefit 
from  our  services,"  he  says  smilingly. 
"There  are  areas,  such  as  the  trans- 
mission of  data  from  remote  oil  rigs 
and  well-logging  sites  or  the  transmis- 
sion of  CAD/CAM  data  from  one 
manufacturing  plant  to  another,  that 
are  just  ideal  for  our  network."  One 
reason  for  this:  Small  users  may  want 
to  use  the  service  on  a  time-share 
basis  rather  than  have  an  expensive 
in-house  system. 

And,  oh  yes,  says  Brigadier  General 
(retired)  Johnson,  there's  the  military. 
The  Defense  Commercial  Communi- 
cations office  at  Scott  Air  Force  Base, 
111.  is  already  a  $300  million  consumer 
of  data  communications,  some  $160 
million  of  which  is  perfectly  suited  to 
Vitalink's  equipment.  "With  the  de- 
fense buildup,"  says  Johnson,  "that 
area  is  bound  to  grow."  While  Vita- 
link has  not  yet  entered  the  military 
communications  market,  it  will  be 
only  a  matter  of  time.  After  all,  in  the 
military  there  are  friends  of  Johnny 
Johnson's,  too. 


"Do  it  right" 

Jake  Hammerslag  says  he  has 
learned  his  lesson.  In  1960  he  left 
Hughes  Aircraft  to  found  a  specialty 
semiconductor  company  named  Sen- 
sitron.  The  products  Hammerslag  and 
his  colleagues  designed,  superhigh 
amplification  transistors  and  semi- 
conductor devices,  were  in  a  high- 
price  niche,  sheltered  from  competi- 
tion. About  ten  years  later,  doing  just 
$1  million  in  sales,  demand  for  Sensi- 
tron  chips  suddenly  took  off  with  the 
burgeoning  industry.  In  the  space  of 
one  year  Hammerslag  accepted  orders 
equal  to  10  times  Sensitron's  normal 
production  volume. 

"We  got  some  big  orders  that 
looked  very  promising  and  we  just 
tried  to  take  too  big  a  swallow  all  at 
once,"  he  says.  Forced  to  borrow  heav- 
ily to  finance  an  expansion,  Ham- 
merslag found  that  he  could  not  get 
his  production  up  to  scale  in  time,  and 
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WE  SCREEN  OUR  ACCOUNTANTS 
SO  YOU  DON'T  HAVE  TO. 


When  you  call  for  a  temporary  accoun- 
tant, we'll  send  someone  who  is  slightly 
overqualified  for  the  job.  An  expert. 

That's  because  we  carefully  screen  our 
Accountemps  employees.  Find  out  who  they 
are,  and  what  they  do  best. 

And  that's  not  just  true  for  our  accountants 
But  also  for  our  bookkeepers.  Our  auditors. 
Our  data  processors,  too. 

In  fact,  to  keep  our  standards  high, 
we  even  screen  the  people  who  do 
the  screening. 

When  you're  a  specialist,  that's 
the  way  you  do  business. 

And  because  we're  affiliated  with 
the  Robert  Half  organization,  we 
attract  more  financial  and  accounting 


4 


people  than  any  other  temporary 
personnel  service. 

So  we're  able  to  find  an  expert  for 
your  specific  need.  Whether  it's  a 
bookkeeper  for  a  day  or  25  accountants 
for  a  month. 
Contact  any  of  our  80  offices  across 
the  United  States,  Canada  and  Great  Britain. 
Ask  a  few  questions.  Check  our 
references. 

We  won't  mind. 
If  you  have  to  screen  us  before 
you  put  us  to  work,  we'd  be  the  first 
to  understand. 


accounlemps 

Rent  an  Expert. 


i 
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Some  of 


our  biggest  ideas 


aren't  very  big. 


Datamaster 

Small  Systems  from  IBM. 

In  business,  its  often  the  little 
things  that  count.  And  you  can 
count  on  IBM  for  a  lot  of  them. 

That  is,  we  make  a  wide  range 
of  low-cost,  easy-to-use  small 
computers  to  help  businesses  of  all 
types  and  sizes  solve  big  problems. 

Like  inventory  control,  for 
instance.  IBM  small  systems  can 
tell  you  what's  what  with  your  wid- 
gets: How  many  you  have  on  hand. 
How  many  you  need  to  fill  existing 
orders.  Where  to  ship  and  when. 

If  you  want  to  improve  customer 


service,  we're  at  your  service. 
With  small  systems  that  help  your 
sales  force  match  orders  to  inven- 
tory, figure  a  price  and  guarantee 
a  delivery  date.  (All  of  which 
helps  guarantee  a  sale.) 

IBM  small  systems  can  help 
your  marketing  manager  make  price 
changes  quickly.  And  your  billing 
department  improve  cash  flow  by 
invoicing  customers  more  efficiently. 

When  you  write  your  customers, 
you  can  get  letters  and  reports  out 
faster. 

But  that's  just 
the  beginning. 
IBM  has  office 


Personal 
lomputer 


administrative  systems  that  take 
the  work  out  of  paperwork.  As  well 
as  distributed  systems  that  sim- 
plify and  speed  up  the  process  of 
sending  information  back  and 
forth  between  several  locations. 

The  point  is,  whatever  your 
problem — sales  forecasting  and 
analysis,  billing,  payroll,  job  esti- 
mating, order  processing, 


production  control,  and  even 
energy  management — its  no  prob- 
lem for  IBM. 

We  have  the 
right  small  sys- 
tem for  the  right 
job.  And  an 
IBM  pro- 
fessional to 
recommend  the 
one  best  for  you. 

What's  more, 
our  small  systems 
are  designed  to  be  Dispiaywriter 


easy  to  learn  and  use.  So  you  can 
put  them  to  work  quickly. 

As  your  business  grows,  so  can 
your  IBM  system  with  more  stor- 
age capacity,  work  stations, 
printers  and  communication  lines. 

IBM  Small  Systems  come 
with  a  special  feature.  IBM. 

IBM  small  systems  come  with  a 
lot  of  excellent  features.  But  the 
best  feature  of  all  is  that  they  come 
from  IBM.  Which  means  you  can 
get  IBM  education,  service  and 
support. 

For  further  information  on 
IBM  small  com- 
puters for  your  busi- 
ness, call  your 
local  representa- 
tive or  IBM's  toll- 
free  number  below. 
We'll  show  you 
that  an  idea  doesn't 
^  have  to  be  big  to    ===  = 
be  great. 


Call  IBM  Direct  1  800  631-5582  Ext.  7.  In  Hawaii/Alaska  1  800  526-2484  Ext.  7. 

(Or  write  IBM  7 IC/522.  Depl.  NO-007.  400  Parson's  Pond  Drive.  Franklin  Lakes,  N.J.  07417.) 
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lis  order  backlog  vanished  as  his  cus- 
tomers had  their  own  problems. 
Stuck  with  back-breaking  inventories 
and  a  weak  balance  sheet,  Hammer- 
slag  sold  out  in  1970. 

Sniffing  around  for  a  new  project, 
Hammerslag  became  intrigued  when 
he  learned  that  the  new  electronic 
thermometers  made  by  IVAC,  now  a 
subsidiary  of  Eli  Lilly,  and  others  were 
not  really  producing  a  true  tempera- 
ture reading  in  the  short  30  seconds 
they  were  in  a  patient's  mouth.  To 
achieve  greater  speed  than  a  glass 
thermometer,  electronic  thermom- 
eters have  a  small  computing  device 
that  predicts  what  the  temperature 
reading  probably  would  be  if  it  were  in 
the  patient's  mouth  for  four  minutes, 
based  on  the  30-second  reading. 

Someone  should  be  able  to  produce 
an  electronic  thermometer  that  gives 
a  true  reading  in  less  than  one  minute, 
thought  Hammerslag.  A  self-avowed 
"inventive  type,"  Hammerslag  began 
to  experiment  with  new  methods.  He 
decided  to  use  a  thermocouple — two 
dissimilar  metal  wires  knotted  to- 
gether. By  making  the  wires  as  fine  as 
human  hair  and  stretching  them 
across  the  open  end  of  a  cocktail  straw 
so  they  could  touch  the  patient's 
mouth  tissue  directly,  Hammerslag 
got  a  true  reading  in  three  seconds. 
After  a  patent  search  confirmed  that 
his  method  was  unique,  Hammerslag 
canvassed  local  bars,  amassing  dozens 
of  cocktail  straws.  Then  he  and  his 
wife  went  to  work  producing  the  first 
50  Temp-Stiks  in  the  kitchen  of  their 
California  home. 

"I  could  see,  well,  here  is  a  super- 
large  market  and  a  fantastic  product, 
way  ahead  of  anyone  else  in  the  mar- 
ket," he  says.  "But  you  know,  it  can 
be  very  bad  to  make  even  a  very  small 
mistake  before  you  start  marketing. 
You've  got  to  do  it  just  right." 

Remembering  his  financial  prob- 
lems at  Sensitron,  Hammerslag  first 
took  the  company  public  in  1979  to 
raise  capital.  Then  a  year  later  he 
bought  International  Medical  Corp.,  a 
medical-equipment  distribution  com- 
pany, for  its  marketing  staff  and  to 
provide  a  bread-and-butter  business 
until  Temp-Stik  got  going.  He  spoke 
with  doctors  and  nurses  to  make  sure 
that  Temp-Stik's  design  was  accept- 
able. "We  made  every  attempt  not  to 
change  the  patterns  of  the  nurses  who 
have  become  accustomed  to  using  the 
present  electronic  thermometers,"  he 
says.  The  pricing  and  distribution  sys- 
tem was  made  competitive  with  other 
electronic  thermometers,  and  Temp- 


Temp-Stik  founder  Jake  Hammerslag 
A  self-avowed  "inventive  type." 


Stik  was  registered  with  the  FDA.  To 
avoid  the  kind  of  production  bottle- 
necks he  had  run  into  at  his  semicon- 
ductor firm,  he  decided  to  subcontract 
the  production.  Then,  Hammerslag 
took  Temp-Stik  to  a  nurses'  conven- 
tion to  promote  it. 

But  Hammerslag's  painstaking 
preparation  may  not  be  as  foolproof  as 
he  thinks.  Some  obvious  questions 
remain.  Was  it  wise  to  pick  so  crowd- 
ed a  market,  dominated  by  big  guns 
like  Eli  Lilly,  Chesebrough-Pond's 
and  Johnson  &.  Johnson?  Should  his 
promotional  efforts  have  been  aimed 
more  at  hospital  purchasing  agents, 
rather  than  nurses?  Do  hospitals  real- 
ly need  a  3-second  electronic  ther- 
mometer? And,  finally,  can  Ham- 
merslag raise  the  $500,000  in  working 
capital  he  must  have  to  keep  afloat 
until  Temp-Stik  starts  selling?  "I'm 
very  much  aware  that  you  have  to  do 
things  right  or  else,"  says  Hammer- 
slag. "You  can  take  a  beautiful  prod- 
uct, and  if  it  is  99%  right  you  can  still 
foul  it  up."  Even  the  second  time 
around. — Laura  Rohmann 


Central  American  politics 

Back  in  the  spring  of  1980,  Data- 
ram's  battle  plan  for  the  computer 
memory  field  looked  pretty  smart.  By 
staying  in  the  maturing  but  high-mar- 
gin core  memories  while  other  manu- 
facturers rushed  into  faster  semicon- 
ductor memories,  Dataram  President 
John  Gilligan  practiced  very  profit- 
able rear-guard  tactics.  The  com- 
pany's return  on  equity  topped  33%, 
and  in  five  years  earnings  per  share 
climbed  from  6  cents  to  $1.40  a  share. 

But  in  1981  Dataram  came  up  with 
a  66-cent  per-share  loss  after  taxes. 


What  went  wrong?  Central  American 
politics.  Most  of  Dataram's  core 
memory  manufacturing  was  done  in 
El  Salvador  and  Guatemala,  where  the 
labor-intensive  components  could  be 
produced  cheaply.  For  tax  reasons  the 
company's  Grand  Cayman  Island  sub- 
sidiary, Dataram  International,  kept 
all  the  profits  from  the  offshore  manu- 
facturing for  "future  reinvestment." 
That  worked  fine  until  the  political 
time  bomb  in  El  Salvador  exploded. 
Suddenly  there  was  nowhere  to  invest 
that  money.  Not  only  did  Dataram 
lose  25  cents  a  share  to  plant  closings, 
but  it  also  had  to  create  a  reserve 
against  the  tax  cost  of  repatriating  $5 
million  in  profits.  That  lopped  $2.5 
million  off  aftertax  earnings. 

"Maybe  the  M.B.A.  I  once  studied 
for  affected  me  negatively,"  quips  Gil- 
ligan, who  got  his  computer  engineer- 
ing degree  from  Rensselaer  Polytech- 
nic Institute.  "Engineers  usually 
think  more  logically,  and  maybe  we 
should  have  had  a  reserve  set  up  from 
the  start." 

Results  for  the  1982  fiscal  year 
(which  ended  in  April)  showed  a  59- 
cent-per-share  profit.  But  the  reces- 
sion has  been  harder  than  Gilligan 
anticipated,  and  the  company  shipped 
very  little  for  the  first  quarter  of  fiscal 
1983.  "We  had  a  real  operational  loss 
of  12  cents  a  share,  and  European  sales 
have  been  a  disaster,"  he  says. 

As  for  the  company's  rear-guard 
tactics,  Gilligan  maintains  that  Da- 
taram is  about  where  he  wants  it.  It  is 
a  leader  in  add-on  bulk  memory  units 
and  controllers  for  tape  and  disk 
drives.  More  to  the  point,  perhaps 
72%  of  Dataram's  business  now 
comes  from  semiconductor  memories 
systems.  "We  have  been  walking  a 
delicate  tightrope  for  the  last  four 
years,"  says  Gilligan.  "It's  been  a  dra- 
matic switchover."  As  part  of  the  rea- 
lignment, 33  people  were  laid  off  in 
September.  Two-thirds  of  them 
worked  in  core  memory  products. 
"We  have  a  slight  image  problem," 
admits  Gilligan,  "and  we  are  hiring 
semiconductor  specialists  and  more 
promotion-oriented  people."  Da- 
taram also  switched  its  listing  from 
the  o-t-c  to  the  American  Stock  Ex- 
change last  year. 

Gilligan  pays  more  attention  to  his 
books  these  days  as  well.  Dataram's 
balance  sheet  is  now  free  of  debt,  and 
in  May  it  traded  notes  for  30%  of  the 
stock  of  $10  million  revenues  CSP, 
Inc.,  a  Massachusetts  maker  of  com- 
puter processors.  That  portion  of 
CSP's  earnings  will  mean  a  healthy  20 
cents  per  share  to  Dataram's  battered 
stockholders. — Christine  Miles 
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...  in  your  car  For  you,  owning  or  leasing 
a  Cadillac  isn't  a  luxury  It's  a  necessity 
>bur  position  demands  it.  >bur  clients  expect  it.  And  you  depend  on  it. 
That's  why  today  more  than  ever  before,  your  decision  to  own 
a  Cadillac  is  a  sound  business  move. 
Because  you  invest  a  lot  more  than  money. . .  in  your  car 
See  your  Cadillac  dealer  soon. 


CADILLAC  MOTOR  CAR  DIVISION,  U.S.A. 


The  Up  &  Comers 


When  innovations  in  components  didnt 
come  soon  enough,  MSI  Data  almost  de- 
stroyed itself  with  misguided  diversification. 

"Give  more  faith 
to  technology" 


By  Kathleen  K.  Wiegner 

T|  he  old  DC-3  was  such  a  good 
airplane,  they  used  to  say,  that 
you  could  put  a  crazed  chimpan- 
zee all  by  itself  in  the  cockpit  and  the 
plane  would  still  make  a  three-point 
landing. 

There  are  companies  that  seem  to 
lead  the  same  kind  of  charmed  exis- 
tence, somehow  surviving  all  sorts  of 
dumb  mistakes.  Take  MSI  Data,  for 
example.  No  sensible  person  would 
have  started  the  company  in  the  first 
place.  It  all  began  in  1967  when  three 
engineers  decided  to  bail  out  of  a  com- 
pany recently  acquired  by  Max  Pa- 
levsky's  Scientific  Data  Systems.  The 


trio  took  six  months  casting  about  for 
something  to  do.  Finally  they  hit 
upon  supermarkets.  "I  read  in  the  lo- 
cal newspaper  that  the  food  industry 
was  a  good  place  to  do  business,"  re- 
calls MSI  Data's  chief  executive,  Wil- 
liam Bowers,  one  of  the  founders. 

What  can  an  electronics  engineer 
do  for  a  supermarket?  Design  an  elec- 
tronic stock-reordering  system,  of 
course.  Trouble  was,  a  company 
called  Digitronics,  a  subsidiary  of 
North  American  Philips,  already  had 
such  a  device  on  the  market.  As  a 
matter  of  fact,  that's  how  Bowers  and 
his  friends  Ed  Lee  and  John  Karsten 
came  up  with  the  idea  in  the  first 
place.  "We  thought  we  could  do  a 


better  job,"  says  Bowers. 

Another  six  months  and  $5,000  (of 
savings)  later,  Bowers  emerged  from 
his  garage  with  a  prototype  of  the 
"better  job."  It  wasn't  much  to  look 
at — just  an  adding  machine,  a  large 
cassette  tape  recorder  and  an  auto- 
mobile battery  all  mounted  on  a  push- 
cart and  weighing  100  pounds.  It 
wasn't  much  different  from  the  exist- 
ing Digitronics  machine,  except  that 
the  Digitronics  device  had  two  tape 
units — one  for  record  and  one  for  play- 
back— and  MSI  had  one.  When  the 
trio  trotted  their  grandly  named 
MSI/ 100  (MSI  standing  for  Marketing 
Systems  Inc.)  around  to  the  local  su- 
permarkets, the  supermarkets  didn't 
think  it  was  a  better  job,  compared 
with  the  Digitronics  device. 

Discouraged,  the  three  decided  to 
try  the  East  Coast.  They  were  helped 
by  their  venture  capitalists,  Brent- 
wood Associates,  who  were  suffi- 
ciently impressed  by  the  electronics 
expertise  of  the  three  to  plunk  down 
$200,000  in  exchange  for  about  a  25% 
stake  in  the  company.  On  the 
strength  of  that  backing,  Bowers  and 
his  friends  were  able  to  land  their  first 
order  from  a  Michigan-based  super- 
market chain.  Big  names  like  Jewel 
and  Winn-Dixie  soon  followed.  MSI 
was  off  to  the  races. 

Alarmed,  Digitronics  sued  MSI  for 
alleged  patent  infringement.  But 
MSI's  superior  marketing  style  had 
already  outflanked  them.  "They  were 
giving  away  units  to  stores,  saying, 
'Try  it,  you'll  like  it,'  "  says  Bowers. 
"We  would  find  them  gathering  dust 
in  a  corner  because  the  owner  didn't 
know  how  to  use  them.  We'd  show 
him  how  to  use  our  unit,  how  to  tag 
his  shelves,  even  help  him  rewrite  his 
computer  programs."  By  1972,  as  MSI 
pressed  on,  selling  its  device  to  drug- 
stores and  hardware  stores,  Digitron- 
ics, which  had  by  then  been  sold  to 
another  company,  was  happy  to  settle 
for  a  few  thousand  dollars.  Three  or 
four  years  later  it  went  out  of  business. 

Bowers  now  started  to  worry  about 
market  saturation.  True,  he  had  the 
supermarket  business  sewn  up.  But 
the  technological  revolution  of  minia- 
turization that  would  have  helped 
him  launch  smaller,  more  powerful 
follow-on  devices  still  wasn't  forth- 
coming. That's  when  he  started  mak- 
ing mistakes. 

Why  not  diversify  into  a  related 
field  like  point-of-sale  bar-code  scan- 
ning systems  for  the  clerk  at  the 
checkout  counter?  So  MSI  used  a  big 
chunk  of  the  $4.5  million  it  got  from 
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All  taste  and  no  tin. 


3M  invented  "Scotchtab"  Closure  Tape 
as  a  convenient  opening  for  canned 
juices.  That  was  over  20  billion  cans  ago. 
Now  we've  improved  on  the  idea.  At  the 
request  of  a  Florida  fruit  and  vegetable- 
juice  packer,  we  created  a  tab  that 
even  protects  the  flavors  of  juices  from 
the  thin  metal  edge  exposed  when  the 
hole  is  punched  in  the  top.  This  helped 
our  customer  perfect  a  new  kind  of 
container  to  better  serve  its  markets. 


Listening  to  people  has  helped  3M 
pioneer  over  900  products  to  solve  in- 
dustrial production  and  maintenance 
problems.  We  now  make  everything  from 
tapes  that  hold  tighter  than  nuts  and 
bolts  to  floor  coatings  tough  enough  for 
duty  on  aircraft  carrier  flight  decks. 
And  it  all  began  by  listening. 


3M  hears  you... 


1  For  your  free  3M  Industrial  Production 
I  Brochure,  write:  Department  09021 1/3M, 
PO.  Box  4039,  St.  Paul,  MN  55104. 

,  Name  

■  Address  

City  State  Zip  

Or  call  toll-free:1-800-323-1718, 

|  Operator  369.  (Illinois  residents  call 
|  1-800-942-8881.) 


3M 


The  Up  &  Comers 

going  public  in  1972  and  borrowed 
heavily  to  finance  a  push  into  point- 
of-scale  scanners.  Then  came  the  oil 
embargo  recession  of  1974.  Supermar- 
kets slashed  their  capital  spending 
budgets,  along  with  everyone  else.  At 
the  same  time,  consumers  balked  at 
not  having  readable  prices  on  each  can 
or  box.  Under  pressure  from  the 
banks,  MSI  Data  reluctantly  killed  its 
Astros  point-of-sale  system,  taking  a 
$1.5  million  writeoff.  "It  meant  the 
bursting  of  a  bubble  that  people 
thought  was  going  to  be  the  answer  to 
a  maiden's  prayer,"  says  Donald  Bros- 
nan,  president,  mixing  his  metaphors. 

Brosnan,  51,  a  veteran  of  19  years  in 
computer  systems  at  Honeywell,  was 
brought  in  by  Bowers  in  1976  at  the 
urging  of  the  MSI  board.  Brosnan  soon 
compounded  Bowers'  mistake.  As  an- 
other diversification  effort,  MSI  ac- 
quired a  small  startup  company  that 
made  retail  point-of-sale  registers. 
Unlike  more  specialized  scanners, 
this  put  MSI  in  the  major  league  with 
such  competitors  as  IBM  and  Sweda,  a 
division  of  Litton  Industries.  MSI 
knew  that  its  register  had  no  techno- 
logical advantage  over  the  competing 
registers.  "The  one  difference  we  felt 
we  might  have  was  that  our  register 
had  a  substantially  lower  price,"  says 
Brosnan.  "The  problem  was  that  the 
product  we  picked  up  proved  to  be 
very  unreliable.  I  bear  the  bruises  for 
this  one.  And  I've  tried  to  blank  out  a 
lot  of  this.  It  proved  to  be  a  disaster  for 
us  because  we  went  into  it  without 
doing  the  level  of  homework  we 
should  have  done.  It  ended  up  taking 
95%  of  management's  time."  Scratch 
the  MSI  Data  point-of-sale  register  in 
1980,  at  a  cost  of  $2.9  million. 

Then  there  was  the  7600  desktop 
terminal  introduced  in  1975.  That 
was  lying  about  when  Brosnan  came 
aboard  and  that,  too,  he  tried  to  flog  to 
the  unwilling  marketplace.  "We  tried 
to  sell  it  first  to  our  traditional  cus- 
tomers without  a  great  deal  of  suc- 
cess, and  then  to  a  number  of  prospec- 
tive users  in  service-type  companies 
for  accounting-type  applications," 
says  Brosnan.  While  the  7600  sold 
well  enough  to  cover  development 
costs,  MSI  phased  the  product  out 
about  two  years  ago.  "The  7600  termi- 
nal was  conceived  in  engineering  but 
not  thought  out  from  a  marketing 
point  of  view,"  he  explains. 

fust  when  the  situation  seemed 
hopeless  for  MSI  Data,  along  came  the 
miniaturization  revolution  in  elec- 
tronic components  that  Bowers  and 
his  board  had  almost  given  up  on.  The 


company's  pushcart  has  not  only  be- 
come a  gadget  small  enough  to  be 
carried  in  a  grocery  clerk's  hand  but 
also  can  be  programmed  to  do  differ- 
ent jobs.  Today  MSI  products  range 
from  a  simple  nonprogrammable, 
hand-held,  $200  terminal,  which  it 
buys  from  Matsushita  in  Japan,  to  a 
sophisticated  $3,000  briefcase-size 
route  accounting  system  with  a  ter- 
minal that  a  Frito-Lay  salesman 
might  use  to  keep  track  of  his  corn- 
chip  sales  and  also  has  a  printer  to 
type  out  invoices. 

With  a  head  start  in  the  hand-held, 
battery-operated  computer  terminal 
field,  MSI  Data  had  50%  of  the  mar- 
ket last  year,  against  just  19%  for  its 
closest  competitor,  Telxon,  a  private 
Ohio  company.  MSI  also  has  classic 
up-and-coming  numbers  to  go  with  it: 
Last  year  it  earned  $4.6  million  on  $55 
million  in  sales,  for  a  return  on  equity 
of  21%,  with  long-term  debt  just  2% 


Another  six  months  later. 
Bowers  emerged  from  his 
garage  with  a  prototype  of 
the  "better  job."  It  wasn't 
much  to  look  at— just  an 
adding  machine,  a  large 
cassette  tape  recorder  and 
an  automobile  battery  all 
mounted  on  a  pushcart  and 
weighing  100  pounds. 


of  capitalization.  Its  five-year  average 
return  on  equity  is  20% . 

Those  kinds  of  numbers  do  not  go 
unnoticed  in  an  industry  as  competi- 
tive as  data  processing.  MSI  Data  has 
always  lived  with  the  fear  that  a  com- 
pany like  Hewlett-Packard  would 
come  swooping  down  from  the  green- 
sward of  Palo  Alto  to  dusty  Costa 
Mesa  and  cut  MSI  off  at  the  knees. 
This  fall  the  sword  finally  fell.  Hew- 
lett-Packard announced  a  portable, 
battery-operated  computer  that  will 
sell  for  under  $1,000.  MSI  introduced 
its  first  hand-held  computer  in  1979 
and  followed  up  this  year  with  a  more 
advanced  model.  Brosnan  thinks  MSI 
is  safe  for  the  time  being  because  its 
markets  are  more  blue-collar  than 
H-P's — primarily  field  service  types, 
meter  readers  and  the  like.  H-P  and 
most  of  the  others  offering  portable 
computing  are  aiming  at  the  executive 
on  the  run  and  the  scientific  crowd. 

Meanwhile  the  market  is  moving 
too  rapidly  for  MSI  to  fret  about  satu- 
ration anymore.  The  hand-held  termi- 
nal market,  currently  $120  million,  is 
expected  to  grow  20%  a  year,  to  $350 
million  by  1985.  Brosnan  has  picked 
up  at  least  his  share  of  heavyweight 


customers — notably  General  Electric 
Information  Service  Co.  (GEISCO), 
which  will  offer  MSI  hand-helds  to 
some  of  its  time-sharing  customers. 
Then  there's  a  $6  million  contract 
with  IBM's  customer  service  division 
for  terminals  for  IBM  typewriter  re- 
pairmen. In  place  of  pencils  and  note- 
pads, IBM's  repairmen  can  enter  infor- 
mation about  such  things  as  the 
length  of  the  service  call  and  the  parts 
used,  and  at  the  end  of  the  day  offload 
all  of  that  information  directly  into 
the  office  computer. 

But  more  important  to  MSI's  future 
are  the  new  hand-held  computers, 
which  can  not  only  record  data,  as 
terminals  do  now,  but  process  it,  and 
which  can  be  programmed  to  perform 
sophisticated  computer  functions. 
According  to  Dataquest,  a  market-re- 
search firm,  the  worldwide  market  for 
the  portables  was  around  $357  mil- 
lion last  year.  With  an  estimated  45% 
growth  rate,  portables  could  be  a  $2.5 
billion  market  by  1986.  Perhaps  the 
most  important  factor  fueling  that- 
growth  is  the  new  uses  for  computers 
that  do  not  get  locked  away  in  an 
office  but  can  do  work  right  on  the 
spot.  But  these  new  uses  depend  on 
developing  software. 

Developing  that  software  is  expen- 
sive. Last  year  about  50%  of  MSI's 
engineering  RAD  budget  of  $5.5  mil- 
lion went  into  software  development 
vs.  just  10%  only  three  years  ago.  And 
that  R&D  budget  was  up  40%  from 
the  year  before.  In  addition,  Brosnan 
has  set  up  20  field-support  centers 
around  the  world  to  bolster  applica- 
tions for  software  development,  at  a 
cost  of  $1.5  million. 

It's  not  hard  to  understand  why 
Brosnan  feels  this  is  necessary.  Hard- 
ware prices  have  been  dropping  stead- 
ily. A  $1,000  MSI  terminal  would 
have  cost  $2,500  two  years  earlier. 
And  nobody  does  cheap  hardware  bet- 
ter than  Japan.  What  Japanese  com- 
petitors like  Sharp,  Toshiba  and  Mat- 
sushita lack  so  far  is  software.  But 
that  effort  can't  be  far  off. 

What  has  tall,  silver-haired  Bowers, 
who  spends  his  time  on  long-range 
planning,  learned  from  all  this?  "If  you 
do  something  well  and  you  have 
enough  growth  to  satisfy  your  appe- 
tite, don't  diversify,"  he  replies  at 
once.  "If  we  had  had  good  crystal  balls, 
we  would  have  seen  that  the  micro- 
processor, random  access  memory  and 
complementary  metal  oxide  semicon- 
ductor technology  would  have  al- 
lowed us  to  produce  the  products  we 
are  doing  now.  Maybe  the  lesson  is,  if 
you  do  something  well,  stick  to  it  and 
give  more  faith  to  technology — that 
the  technology  will  catch  up."  ■ 
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I    O    N    A    L         N   B   W  S 


Exclusive!  Clocks,  cassette  players  and  other  great  gifts. 

FREE  GIFTS  WHEN  YOU 
RENT  FROM  NATIONAL 


November  1  through  Feb- 
ruary 28 ,  National  will  give 
you  a  choice  of  free  gifts 
every  time  you  rent  a 
compact-size  or  larger  car 
from  participating  U.S.  lo- 
cations at  National's  usual 
low  prices,  including  com- 
mercial rates.  Not  available 
on  tour  packages  or  other 
special  promotional  rates. 

On  the  spot  you  can  get 
a  versatile  JS&A 


TimeBallSM  travel/desk 
alarm  clock,  with  LCD  dis- 
play, back  light  and  drowse 
alarm.  It's  a  $19. 95  retail 
value.  With  your  TimeBall 
you  also  receive  a  coupon 
good  for  special  bargains 
on  dozens  of  other  great 
electronic  items  from 
the  nationally  recog- 
nized JS&A  catalog. 

Or  get  a  National 
"Space-Age  Elec- 
tronics" gift  certificate 
redeemable  by  mail  for 
other  free  gifts.  Two  certifi- 
cates get  you  a  handsome 


digital  sports 
watch  with 
alarm  and 
eight-digit, 
four-function 
calculator 
with 
memory. 
With 
three 


certificates 

you  get  a  portable  AM/FM 
stereo  radio  with  head- 
phones. With  four  certifi- 
cates get  a  stereo  cassette 
player  with  headphones. 
And  with  five  certificates 
— a  stereo  cassette  player 
with  headphones  and 
built-in  AM/FM 
stereo  radio. 


(All  items  carry  a 
one-year  limited  warranty.) 
These  certificates  are  also 
good  for  special  bargains 
on  other  items  from  the 
JS&A  catalog.  (Catalog 


available  at  our  counter. ) 
The  clock  and  coupon  or 
Space-Age  Electronics 
gift  certificate,  plus 
the  catalog,  are 
absolutely  free 
when  you  rent 
from  National. 
And  there's  not  even  a 
postage  and  handling 
charge  for  any  free 
certificate  item 
redeemed  by  mail. 
And  even  with  these 
free  gifts,  you  still  get  the 
National  attention 
you  deserve. 


National  features  GM  cars 
like  this  Chevrolet  Celebrity. 


You  deserve  National  Attention^ 


National  Car  Rental 


-'1982,  National  Car  Rental  System,  Inc.  In  Canada,  it's  Tilden.  In  Europe,  Africa  and  the  Middle  East,  its  European 


Rockwell  International  know-hov 
21st  Century  avion ics  for 
the  new  generation  of  jetliners. 


When  Bering  engineers  developed  the  new 
fuel-efficient  757  and  767  jetliners,  they  naturally, 
wanted  a  new  generation  of  advanced-technology 
avionics.  Their  choice: 'Collins  avionics  from 
"Rockwell  IiiternatTonal. 

, Our  Collins. avionics  provide  navigation,  •  ' 
communications  <md  flight  control  k>r  virtually 
allT'.S. -built  jetliners.  The  new  digital  avionics 
developed  by  our  Electron  ics  businesses  mean  ■ 
fewer  flight  delays  for  passengers,  and  lower 
uniting  costs  and  fuel  Savings  tor  the  airlines.' 


These  sophisticated  systems  wi  11  be  used  into  the 
21st  Century. 

In  Electronics,  were  a  worldwide  leader 
in  'microwave  transmission  systems,  data  and  void 
switching  equipment  and  microelectronic  dev  ices. 
And  we  build  defense  products  and  systems  for 
strategic  programs  of  the  highest  national  priority. 

Electronics  is  one  of  the  vital  businesses  at  . 
Rockwell  International,  a  S7  billion  worldwide, 
multi-industry  company.  We  re  at  the  leading  edge 
of  technology  in  our  other  principal  businesses  as 


well:  Automotive,  Aerospace  and  General 
Industries. 

Furthermore,  to  manage  these  technologies, 
we  vc  developed  systems  that  are  as  advanced  as 
the  technologies  themselves. 

Weve  put  the  fight  engineering  and  man- 
ufacturing teams  together  with  the  right  manage- 
ment to  meet  many  of  the  world  s  unprecedented 
challenges. 


//  you  are  interested  in  any  of  the  products  of 
Rockwell  International  or  want  to  learn  more  about 
us,  write:  Rockwell  International,  Department  815R-3, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


Rockwell  International 


...where  science  gets  down  to  business 


Automotive  /Aerospace 
Electronics /General  Industries 


The  Up  &  Comers 


The  recession  and  high  interest  rates  account  for  148  dropouts 
from  the  Up  &  Comers  Class  of  '81.  Whafs  surprising  is  that 
another  150  companies  have  taken  their  place. 


"Their  money  was 
on  the  table" 


By  Paul  B.  Brown 
and  Steve  Kichen 

A FUNNY  THING  HAPPENED  while 
Forbes  compiled  its  1982 
i  Class  of  Up  &  Comers:  For 
every  company  we  struck  from  the 
list,  another  sprang  up  in  its  place. 

That  isn't  what  you  would  have 
expected,  what  with  interest  rates 
high  for  most  of  the  year  and  the  re- 
cession. We  expected  last  year's  list  to 
shrink.  In  fact,  148,  or  more  than  half, 
of  last  year's  291  Up  &  Comers  failed 
to  meet  the  stringent  criteria  needed 
to  make  the  list  of  the  most  promising 
small  companies.  No  one  segment  of 
the  economy  was  hurt  more  than  any 
other.  What  did  in  many  (61)  of  them 
was  their  inability  to  maintain  at 
least  a  15%  earnings-per-share  growth 
rate  for  the  last  five  years. 


Plenum 's  Martin  E  Tosh 

Finding  your  niche  is  invaluable. 


Of  course,  some  companies  graduat- 
ed from  the  Class  of  '8 1 ,  shortening  the 
list  further.  Forbes  has  arbitrarily  de- 
cided that  any  company  with  sales  over 
$100  million  has  up  and  arrived.  This 
year  that  cutoff  point  eliminated  19 
companies,  ranging  from  Moran  Ener- 
gy ($100.5  million  sales),  an  oil  and  gas 
exploration  firm,  to  Petroleum  Equip- 
ment Tools  ($155.6  million),  which 
makes  oilfield  equipment. 

Of  the  150  companies  new  to  the 
list  this  year  (indicated  by  bullets)  17 
were  petroleum-related  businesses, 
oil  glut  or  no.  GTS  Corp.  and  Berry 
Industries  topped  the  category.  Com- 
puter firms,  though,  were  the  big  win- 
ners: Twenty-seven  of  the  new  addi- 
tions provide  hardware,  software  or 
computer  services.  Continuum  led 
the  list  with  a  five-year  average  return 
on  equity  of  96%.  Also  noteworthy 
are  15  new  electronics  companies  like 
SFE  Technologies,  which  makes  ce- 
ramic capacitors.  The  rest  of  the  list 
runs  the  gamut  from  a  diaper  ser- 
vice— Blessings  Corp.,  a  newcomer — 
to  missile  components,  Aeroflex  Lab- 
oratories (Forbes,  Sept.  27). 

What  did  it  take  to  be  a  member  of 
the  Class  of  '82?  Besides  the  sales  and 
earnings  requirements,  we  demanded 
the  company  have  an  average  return 
on  equity  of  at  least  15%  over  the  last 
five  years.  To  make  that  number 
meaningful,  we  eliminated  compa- 
nies with  debt  greater  than  100%  of 
book  value.  Above  that  we  considered 
the  company  to  be  too  highly  lever- 
aged in  this  economic  environment. 

How  did  293  public  companies 
meet  those  stringent  requirements? 
To  Elliott  Schlang,  a  partner  at  Pres- 
cott,  Ball  &  Turben  who  follows 
"emerging  growth  stocks,"  it  boils 


down  to  good  management:  "These 
are  companies  led  by  entrepreneurs 
whose  money  is  in  the  shares  them- 
selves," Schlang  says.  "I  am  not  sure 
they  are  smarter  than  anybody  else. 
But  it's  their  money  on  the  table,  so 
they  are  doing  things  early  on  that 
other  managements  just  talk  about. 
They  have  cut  their  payrolls  early; 
have  quickly  chopped  products  that 
aren't  working  and  they  are  closing 
plants." 

Martin  E.  Tash,  chairman  of  Plen- 
um (Forbes,  June  7),  a  scientific  pub- 
lishing house  that  is  a  perennial  on 
the  list,  adds:  Finding  your  niche 
proves  invaluable  during  a  recession. 
"We  serve  custom  markets  with  prod- 
ucts [esoteric  scientific  journals  and 
texts)  that  they  must  have,"  he  says. 
"When  times  are  tough,  it  doesn't 
help  us,  of  course.  Still,  somehow, 


Oyyron  Chairman  Leon  Weissman 
On  TV,  good  times  and  bad. 
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people  have  to  get  the  information  we 
provide." 

Chyron  Corp.  (Forbes,  Jan.  18)  is  an 
example  of  what  Tash  is  talking 
about.  The  $10  million  (sales)  com- 
pany derives  95%  of  its  sales  from  an 
electronic  system  that  allows  televi- 
sion stations  to  superimpose  images 
that  identify  a  speaker  or  to  display 
election  results  or  stock  prices.  The 
company  dominates  the  field. 

"Right  now  our  biggest  problem  is 
that  we're  running  out  of  space,"  says 
Chyron  Chairman  Leon  Weissman. 
"That's  the  kind  of  problem  we  like  to 
have.  We  have  not  been  affected  by 
the  economic  conditions.  The  televi- 


sion market  has  continued  to  be 
there,  good  times  and  bad." 

But  even  if  you  have  a  market,  you 
still  have  to  exploit  it  properly,  says 
Bill  LeVine,  president  of  Postal  In- 
stant Press  (Forbes,  Feb.  2,  1981), 
which  provides  printing  services 
through  700  franchises.  "We  can't 
just  sit  there  and  wait  for  people  to 
walk  in  the  door.  Marketing  is  one  of 
our  basic  backbones,  but  now  we  have 
to  give  it  an  extra  push,"  he  says. 

The  other  common  theme  that  runs 
through  the  repeaters  on  the  list  is 
that  they  have  all  slashed  unneces- 
sary expenses,  paid  down  their  debt 
and  searched  for  new  but  related  mar- 


kets. Basic?  Sure.  But  the  basics  are 
not  always  followed.  For  example,  1 1 
of  the  companies  that  were  dropped 
from  the  list  this  year  fell  off  because 
they  are  too  highly  leveraged. 

Savvy  Up  &  Comers  never  forget 
the  basics.  Since  1978  Walbar,  Inc. 
(Forbes,  June  22,  1981),  maker  of  pre- 
cision jet-engine  parts,  reduced  debt 
from  22%  of  total  capital  to  less  than 
1%.  "The  general  aviation  market  is 
down,  but  we  are  surviving,"  says 
Douglas  Hunter,  Walbar  president. 
"We're  still  sticking  to  the  products 
we  are  good  at,  and  we  don't  see  any 
real  bad  things  happening  to  us." 

Lloyd  Miller,  chairman  of  Vulcan 


The  institutionalization  of  NASDAQ 


Gordon  S.  Macklin,  president  of  the  National  Associ- 
ation of  Securities  Dealers  Inc.,  is  showing  a  visi- 
tor around  NASD's  Washington  headquarters.  There 
are  cables  strewn  everywhere.  Workmen  are  lowering 
and  raising  ceilings.  Partitions  are  being  installed  so 
more  staff  can  be  added. 

"Sorry  for  the  mess,"  says  Macklin,  54,  a  former 
partner  of  McDonald  &  Co.,  the  Cleveland  securities 
firm.  "Normally  we'reneater.  But  the  mess  is  symbolic." 

That  it  is.  Twelve  years  ago,  when  Macklin  became 
president  of  NASD,  the  self-regulatory  agency  for  over- 
the-counter  stocks,  NASD  called  the  o-t-c 
market  "a  moribund  backwater  of  the  securi- 
ties industry."  All  that  has  changed. 

Today,  NASDAQ  (the  AQ  stands  for  auto- 
mated quotations)  accounts  for  25%  of  all 
shares  traded  on  all  exchanges.  Perhaps  the 
most  telling  number  about  NASDAQ,  where 
two-thirds  of  the  1982  Class  of  Up  &  Comers 
trade,  is  that  institutions  now  account  for 
50%  of  NASDAQ's  volume. 

What  happened  to  that  moribund  backwa- 
ter? First,  the  drop  in  the  capital  gains  tax 
from  a  high  of  48%  in  the  1970s  to  the 
current  20%  pulled  a  lot  of  investors  back 
into  all  stock  markets.  When  they  came  back 
they  went  looking  for  earnings  growth  that  would 
substantially  outpace  inflation — the  kind  of  growth 
you  find  with  Up  &.  Comers.  As  a  result,  the  number  of 
investors  buying  NASDAQ  stocks  doubled  from  5  mil- 
lion in  1975  to  10  million  by  1980.  A  far  faster  growth 
than  the  45%  on  the  NYSE  for  the  period. 

Second,  an  increasing  number  of  o-t-c  companies  are 
remaining  in  the  over-the-counter  market,  instead  of 
moving  to  the  American  and  New  York  stock  exchang- 
es the  minute  they  qualify  in  terms  of  capitalization 
and  float.  Almost  half  of  the  3,400  NASD  companies 
qualify  today  for  Amex  or  NYSE  but  have  chosen  not  to 
switch.  How  come?  After  all,  the  American  and  New 
York  stock  exchanges  have  long  claimed  that  listing 
with  them  lowers  the  cost  of  equity  capital  because 
investors  perceive  the  stock  as  less  dicey  and  so  are 
willing  to  pay  more  for  it  (Up  &  Comers,  May  24).  But 
o-t-c  companies  aren't  buying  that  argument  and  see 
significant  advantages  in  remaining  over-the-counter. 
Unlike  Amex  or  NYSE,  NASD  stocks  have  more  than 


Gordon  Macklin 
NASD  grows  up 


pany  has  about  seven.  This  is  NASD's  strongest  card, 
Macklin  says.  "Part  of  our  magic  is  that  many  of  the 
marketmakers  are  regional  houses  that  really  know  the 
companies  in  their  backyard." 

What  all  this  means  is  that  companies  like  Apple, 
American  Greeting  Corp.  and  Nike  are  still  o-t-c  com- 
panies. In  fact,  MCI,  another  NASDAQ-listed  firm, 
was  the  most  actively  traded  stock  for  a  good  part  of  the 
year.  It  is  institutions  that  are  behind  a  high  percentage 
or  that  trading. 
As  bigger  companies  remain  on  the  o-t-c  market, 
their  larger  floats  attract  more  and  more  in- 
stitutions. NASD  will  soon  break  out  its 
most  actively  traded  companies  separately, 
accommodating  the  shift. 

But  it  is  not  only  the  larger  stocks  that  are 
drawing  the  institutions'  attention.  Analysts 
report  that  stocks  with  smaller  floats  and 
revenues  under  $100  million  are  starting  to 
interest  them  as  well. 

"A  greater  number  of  institutions  are  tak- 
ing a  small  percentage  of  their  total  equity 
dollars  and  are  investing  in  smaller  compa- 
nies; that  is  an  investment  strategy  that  is 
accelerating,"  says  Elliott  Schlang,  a  partner 

  at  Prescott,  Ball  &  Turben.  "Maybe  they  see 

these  companies  coming  through  this  economy  with 
record  earnings  because  of  their  controls,  or  their  prod- 
uct niche,  or  some  combination."  They're  right,  and  for 
the  past  five  years  the  NASDAQ  composite  index  has 
outperformed  the  S&P's  500  by  an  increasing  margin. 

What  does  all  this  mean?  Well,  for  one  thing  it  means 
that  NASDAQ  stocks  are  more  actively  traded  than 
ever.  It  also  means  they  respond  more  rapidly  to  broad 
stock  market  rallies.  Traditionally,  institutions  would 
spark  the  rally  and  only  after  a  bull  market  had  been 
confirmed  would  individual  investors  come  into  the 
o-t-c  market.  With  institutions  heavily  in  the  o-t-c 
market,  however,  volume  of  NASDAQ  stocks  now 
increases  the  moment  there  is  a  surge  on  the  NYSE. 

The  negative  side  to  this  is  that  smaller  stocks,  like 
o-t-c  high-technology  companies,  are  more  quickly  af- 
fected by  the  performance  of  their  larger  counterparts 
on  the  NYSE.  When  prices  of  NYSE  technology  stocks 
fell  in  late  spring  and  into  the  summer,  they  took  the 
NASDAQ  high-tech  stocks  down  with  them. 


one  marketmaker.  The  average  NASDAQ-listed  com-       In  short,  NASDAQ  has  finally  come  of  age. — P.B.B. 
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Corp.  (Forbes,  June  21),  maker  of  shoe 
lasts,  the  forms  on  which  shoes  are 
manufactured,  may  be  as  far  away 
from  the  jet-engine  market  as  you  can 
get,  but  his  approach  is  basically  the 
same  as  Walbar's. 
"Our  strategy  is  to  adjust  to  the 


realities  of  the  business  pattern,"  says 
Miller.  "Some  of  our  plants  now  run 
just  three  days  a  week."  Still,  Miller  is 
not  overly  concerned.  The  company 
has  reduced  debt,  which  was  as  high 
as  49%  of  capital  nine  years  ago,  to 
10%,  and  like  many  companies  on  our 


list  is  buying  more  efficient  equip- 
ment to  increase  margins  and  prepare 
for  the  upturn  in  the  economy.  "We 
are  strong  financially  and  will  weath- 
er the  storm,"  Miller  adds. 

A  nice  reward  for  paying  attention 
to  the  basics.  ■ 
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•  New  addition  to  1982  Up  &  Comers  list. 
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PITNEY  BOWES  AND  SCIENCE 
NOW  OFFER  A  BETTER  WAY  TO 
GET  OUT  THE  MAIL.  ELECTRONICS. 


0  .  DO 


Pitney  Bowes 


Nothing  can  beat  electronics  for  speed,  control,  accuracy  and 
cost-efficiency.  Pitney  Bowes  now  brings  you  those  advan- 
tages in  the  totally  integrated  Pitney  Bowes  Electronic  Mail- 
Processing  System. 

Electronic  postage  meter  and  mailing  machine. 
Gives  you  meter-stamped  and  sealed  mail;  moistened 
meter  tapes  for  parcels  shipped  via  U.S. PS.  Push-button 
keyboard.  Modular  weighing  and  accounting  interface  j 
capability.  Has  built-in  remote  meter  resetting  capability 
which  lets  you  reset  the  meter  with  one  toll-free*  phone 
call.  Add  our  electronic  parcel  register  if  you  use  U.  P.  S. 

Electronic  Postage  Accounting  System.  Sup- 
plies printed  record  of  postage  expenditures  by  depart- 
ment or  account,  by  batch,  and  by  day,  week,  month. 

Electronic  Scales.  Electronic  accuracy  with  deci- 
sion-making capability.  Give  central  operator  control  and  B 
total  communication  between  weighing,  metering,  accounting, 
and  documenting  functions. 

The  Pitney  Bowes  Electronic  Mail-Processing  System  is  a 
major  advance  over  all  previous  systems.  And  it's  brought  to  you 
by  the  company  that  services  what  it  makes  in  119  countries. 

*A  small  charge  is  made  for  each  transaction. 

For  more  information,  call  toll  free  anytime  (except  Alaska  and  Hawaii)  800-621-5199  (in  Illinois  800-972-5855).  Or  write  Pitney  Bowes.  1725  Pacific  Street, 
Stamford.  Connecticut  06926.  Over  600  sales  and  service  points  throughout  the  U.S.  and  Canada.  Mailing  Systems,  Copiers,  Word  Processing  and  Dictating 
Systems,  Business  Forms  and  Office  Supplies. 


HI  Pitney  Bowes 

World  leader  in  mailing  systems 
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REKTHAN 

POLLUTION 

^^^^  While  you  may  consider  ance  that  remedial  actions  will  no  guarantee  against  a  future 

your  reasons  valid  for  putting  off  be  completed.  catastrophe, 
pollution  liability  coverage,  kindly           A  company  in  Indiana  is  made  At  the  AIG  Companies,  we 

consider  the  growing  list  of  EPA  to  reimburse  the  government  consider  the  problem  of  acci- 

and  Justice  Department  lawsuits.  $860,000,  plus  interest,  in  clean-up  dental  pollution,  whether  gradu 

A  company  in  Pennsylvania  costs  because  of  a  gradual  leak-  or  sudden,  so  crucial,  we've  set 

is  sued  for  gradually  contaminating  age  of  chemicals.  a  special  department  to  handle 
groundwater  that  leached  into  the           Etc.,  etc.,  etc. The  figures  for  AIG's  Pollution  Legal  Liabil! 

Delaware  River.  Clean-up  costs:  this  growing  list  (now,  by  the  way.  Department. 

$67,000.  up  to  50  suits  a  year)  belong  to  EPA  A  department  with  the  caj 

A  company  in  New  Jersey  is  and  the  Justice  Department,  not  us.  bility  and  the  experience  that  h. 

sued  retroactive  to  1973.  Penalty:  What's  more,  even  obeying  already  established  it  as  a  majo: 

$500,000  put  in  escrow  as  assur-  today's  environmental  laws  is  force  in  pollution  insurance. 


[[NATION 


A  department  staffed  with 
people  who  are  authorities  on 
every  aspect  of  pollution,  to  help 
with  all  the  ins  and  outs  of  the 
many  changing  legal  standards. 

It  is  this  experience  that 
enables  us  to  offer  virtually  the 
most  comprehensive  pollution 
insurance  available,  on  a  very 
practical,  cost-efficient  basis.  For 
whatever  kind  of  accidental  pol- 
lution-gradual or  sudden.  Whether 
it  be  for  a  small  chain  of  gas 
stations  or  multi-million  dollar 
chemical  plants.  Against  loss  from 
personal  injury,  property  damage, 
and  even  legal  defense  costs. 

Incidentally,  for  over  60  years, 
AIG  companies  have  seen  to  it 
that  clients  have  received  optimum 
protection  for  things  like  hurri- 
canes, fires,  floods,  employee  fraud 
and  political  upheavals. 

Today  you'll  find  AIG  Com- 
panies leading  the  way  to  insuring 
global  risks,  energy  risks,  and  all 
types  of  property  and  casualty 
risks,  to  mention  just  a  few. 

For  more  information  about 
our  pollution  policy,  contact  AIG, 
Dept.  A.  70  Pine  Street,  New  York, 
N.Y.  10270. 

However,  may  we  gently  urge 
you  not  to  procrastinate. 

This  is  the  one  time  when 
time  may  not  be  on  your  side. 

OnceAgain 

THEANSWERlS 

AIG. 


AIG  COMPANIES:  American  International  Underwriters,  American  Hume  Assurance  Co. ,  Commerce  and  Industry  Insurance  Co. ,  National  Union  Fire  Insurance  Company  of  Pittsburgh,  Pa. 
American  International  Li/e  Assurance  Co. ,  North  American  Managers,  New  Hampshire  Insurance  Co.  and  over  230  other  companies  operating  around  the  world  to  meet  your  insurance  needs. 
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1982 
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P/E 

Comprehensive  Care 

health  care  services 

47.8% 

16.5% 

43% 

$68.7 

$7.59 

$5.32  ' 

11% 

16'/4 

-9% 

$0.88 

18.4 

Zenith  Natl  Insurance 

insurance 

46.9 

30.2 

29 

90.9 

13.67 

7.11 

38 

15'/4 

-14 

2.15 

7.0 

Vermont  Research 

computer  equipment 

46.1 

10.5 

40 

16.3 

2.69 

6.95 

4 

8% 

-29 

0.73 

11.9 

Sensormatic  Electronics 

electronic  theft  control 

45.8 

18.8 

42 

66.9 

15.61 

5.37 

70 

27 

20 

1.01 

26.7 

Analogic 

computer  equipment 

45.6 

16.2 

34 

82.8 

8.80 

7.82 

11 

33% 

31 

1.27 

26.5 

Kroy  Inc 

graphic  products 

45.5 

29.0 

27 

44.1 

6.14 

3.37 

18 

10'/4 

-28 

0.98 

10.4 

Silicon  General 

electronics 

45.4 

13.4 

73 

21.6 

1.41 

4.10 

18 

14'/2 

7 

0.55 

26.3 

Tucker  Drilling 

oil  and  gas  drilling 

45.3 

23.7 

27 

41.7 

5.24 

8.54 

12 

8 

-47 

2.03 

3.9 

Dreyfus  Corp 

finance 

43.4 

48.1 

66 

87.0 

21.47 

10.99 

10 

28 

-16 

5.29 

5.2 

•  Computer  Associates  Intl 

computer  software 

43.3 

56.5 

155 

28.4 

2.43 

1.68 

44 

23 

61 

0.95 

24.2 

•  Horizons  Research 

photograph)' 

43.2 

24.2 

98 

6.4 

0.69 

2.27 

56 

2Vi 

-23 

0.55 

4.5 

Hudson  General 

leases  airline,  RR  equipment 

43.2 

19.1 

15 

58.8 

3.99 

14.92 

37 

8% 

-2 

2.86 

3.0 

CAC1  Inc  (Unit)t 

tecimical  consulting 

42.8 

48.1 

67 

95.6 

4.40 

8.85 

7 

59% 

109 

4.26 

14.0 

Chem-Nuclear  Systems 

nuclear  waste  treatment 

41.4 

11.1 

30 

59.8 

4.81 

5.45 

13 

15% 

-6 

0.61 

25.1 

•  Designcraft  Jewel  Industries 

jewelry  manufacturer 

40  7 

14  9 

119 

11.8 

0.65 

3.81 

0 

45/8 

-13 

0.57 

8.1 

Reuter 

computer,  refuse  coll  eauip 

40.7 

11.2 

54 

16.0 

2.01 

6.57 

2 

6 

-29 

0.74 

8.1 

Prime  Motor  Inns 

motels 

40.6 

26.1 

53 

54.8 

9.10 

4.59 

52 

185/s 

57 

1.20 

15.5 

Save-Way  Industries 

personal  care  products 

40.3 

21.8 

24 

56.5 

5.61 

5.31 

78 

8 '/a 

6 

1.16 

7.0 

Impel] 

service  to  nuclear  industry 

40.1 

29.8 

40 

74.9 

10.81 

9.47 

1 

19 

-51 

2.83 

6.7 

•  Amtec  Industries 

food  packaging 

38.7 

34.3 

44 

21.5 

1.10 

2.33 

28 

5% 

-36 

0.80 

7.1 

•  Amerford  Intl 

air  freight 

38.2 

21.7 

65 

96.2 

1.94 

4.37 

6 

5% 

0 

n  r»c 
U.yo 

O.U 

Baruch-Foster 

oil  and  gas  development 

38.0 

27.1 

84 

12.5 

3.24 

4.24 

9 

7% 

-28 

1.15 

6.4 

Tylan 

equip  for  semicond  ind 

37.7 

10.2 

32 

18.2 

1.02 

4.96 

7 

15  W 

64 

0.51 

29.9 

American  Income  Life  Ins 

insurance 

37.1 

21.3 

30 

95.6 

17.05 

12.25 

0 

21% 

0 

2.61 

8.3 

CyCare  Systems 

computer  services 

36.8 

22.8 

25 

19.7 

1.05 

3.11 

19 

10% 

-8 

0.71 

14.7 

Floating  Point  Systems 

computer  equipment 

36.6 

17.5 

36 

57.8 

6.35 

6.94 

5 

24'/2 

19 

1.22 

20.0 

•  CenCor 

finance,  day-care  centers 

36.3 

36.0 

20 

60.8 

1.30 

3.08 

78 

19'/2 

147 

1.11 

17.5 

Microdyne 

electronics 

36.0 

7.7 

33 

29.0 

4.08 

7.23 

2 

8% 

-44 

0.56 

15.6 

•  Intl  Game  Technology 

recreation 

35.8 

33.3 

130 

61.5 

13.89 

5.18 

3 

8 

-50 

1.73 

4.6 

•  New  England  Bus  Service 

office  supplies 

35.8 

24.8 

16 

91.6 

7.36 

7.17 

46 

29»/2 

-6 

1.78 

16.5 

Base  Ten  Systems 

electronics 

35.7 

23.8 

52 

15.1 

1.67 

5.71 

15 

16 

-2 

1.36 

11.7 

Frost  &  Sullivan 

insurance 

34.8 

13.2 

35 

8.2 

0.57 

1.51 

0 

2'/4 

-30 

0.20 

11.2 

Andersen  2000 

pollution  control  equip 

34.1 

30.8 

108 

9.3 

0.96 

1.72 

0 

6% 

-35 

0.53 

12.7 

•  New  addition  to  1982  Up  &  Comers  list. 

'Latest  fiscal  year.    tTrades  with  one 

share  CACI  NV. 

Source  Standard  &  Poor's. 
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CPTexplains  what  happens  after 
you  buy  a  word  processor. 


If  you  bought  any  of  the  new 
.CPT8500™  models,  two  things 
will  happen  right  away. 

First,  your  CPT  representative 
will  arrange  an  installation  date 
that's  convenient  for  you.  And 
second,  he'll  get  your  staff  started 
immediately  in  CPT's  personal- 
ized training  program,  so  they 
will  be  ready  when  the  equip- 
ment arrives. 


The  big  day 

On  the  appointed  day,  after 
the  installers  depart,  you're  left 
with  an  impressive  new  system. 

So  you  sit  down  at  one  of 
the  workstations.  And 
after  a  few  hesitant/ 
moments,  you're  typ- 
ing on  CPT's  unique 
video  screen.  Mistakes  are 
corrected  easily,  right  before  your 
eyes.  When  your  first  document  is 
letter-perfect,  you  print  it  out,  via 
electronic  printer,  at  540  words  a 
minute. 

Best  yet,  you  have  a  permanent  rec 
ord  of  what  you've  typed,  stored  on  a 
"floppy"  magnetic  disk. 

New  discoveries 


Relax.  CPT  will  take  care  of  all  the  details  of  installing  your  new  word  processing  system. 


In  the  next  few  months,  you'll  be  con 
tinuously  amazed  by  how  the  new 
;  system  speeds  up  work.  How  CPT's 
10-key  number  pad  on  the  keyboard 
makes  it  easy  to  handle  figures.  How 


Your  automated  office 

As  your  office  grows  to  rely  on  word 
processing  more,  you  may  want  to 
expand.  And  that's  when  you'll  be 
glad  you  bought  a  CPT  system. 

The  CPT  8500  series  is  actually  four 
word  processors  in  one.  The  entry- 
level  CPT  8510  can  easily  be  up- 
graded to  the  more  powerful  8515  or 
8520 -even  the  top-of-the-line  8525. 


makes  of  word  processors,  computers, 
copiers,  and  other  electronic  equip- 
ment can  freely  exchange  information. 
Office  Dialog  Link  actually  translates 
the  various  electronic  languages  of 
these  different  office  machines  — a 
real  breakthrough  in  office  auto- 
mation. 

If  you'd  like  to  take  the  first  step 
towards  automating  your  office,  sim- 
ply mail  the  coupon  below. 


the  display  screen's  preview  area  lets 
you  review  your  floppy  disk  files — 
even  while  another  document  is  being 
typed.  And  how  easy-to-use  software 
programs  can  help  you  handle  pay- 
roll, manage  inventory  —  even  do  sales 
forecasting. 

But  believe  it  or  not,  you've  just 
begun  to  tap  into  the  potential  of 
your  new  CPT  word  processors. 


For  extra  flexibility,  CPT's 
new  Disk  Units  let  you  store 
between  150  and  2,600  pages  of 
information  at  each  workstation. 

And  when  the  time  comes, 
CPT  can  even  help  you  tie  your 
word  processing  system  into  your 
larger  array  of  office  equipment. 

Thanks  to  a  new  device  called 
Office  Dialog  Link™  different 


Mail  to:  CPT  Information  Service 
P.O.  Box  3900 
Peona,  Illinois  61614 

Or  call  1-800-447-4700 

(In  Alaska, 907-277-3527)  (In  Hawaii, 808-488-7781) 

□  Please  send  me  your  free  booklet:  CPT  Shows  You  How 
To  Get  Into  Word  Processing— A  Step  At  A  Time 

□  I'd  like  a  CPT  sales  representative  to  call  me 

Name  


Title  

Company— 

Address  

Ctv  


.Zip- 


Phone  (. 


CPT  takes  the  mystery  out  of  word  processing. 


Specifications  subject  to  change  without  notice  at  the  discretion  of  CPT. 
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I  ITI 1  1 1  I  <  HI  \ 

1  m  i  i  1  ■  •  i  n 1 

recent 

1  QUO 

r/t 

Cord  ura 

publishing 

34.1% 

47.4% 

34% 

$30.3 

$4.85 

$2.59 

0% 

12V« 

59% 

$1.23 

10.0 

Thompson  Medical 

proprietary  drugs 

34.0 

25.9 

41 

83.3 

10.33 

10.16 

0 

157/» 

28 

2  64 

o.u 

Quadrex 

11  Q 

oo.y 

1  £  w 

lo.o 

49 

74.4 

7.07 

4.39 

3 

o 

a  1 
—  01 

0.74 

8. 1 

Dynatech 

fJcCtllrJ  LC4f  tr  [Jr  UUMCto 

33.8 

23.5 

19 

69.8 

5. 19 

4.92 

44 

1  J  /4 

1  c 

— 1  j 

1  1  A 
1.10 

1  x  1 

•  Intelligent  Systems 

computer  equipment 

33.4 

19.7 

77 

24.5 

3.21 

5.68 

0 

l5Vi 

-31 

1.12 

13.8 

•  Genisco  Technology 

electronics 

33.4 

20.9 

115 

23.2 

1.24 

3.48 

43 

o 

1  C 
— 13 

U. 

12.3 

•  Killearn  Properties 

tyv-f  \f  ntyf-\  >  not  u)tf\t~iffl£>nt 
L/lDl/tff  I  \   (Ak.1  'clLsL/fflcf  It 

33.2 

8.2 

25 

3.0 

0.54 

5.56 

68 

O'/H 

O  1 

0.46 

6.7 

•  L-LUK  blectronics 

electron  lies 

33.2 

39.2 

0^ 
yo 

24  4 

x 

O.OJ 

i  ft1; 

q 
y 

1/1 
Z<+ 

1   1  T 

1.12 

z  1 A 

Ambassador  Group 

insurance 

32.5 

17.2 

19 

44.9 

6.53 

8.57 

1 

8 

-46 

1.48 

5.4 

Children's  World 

day-care  centers 

323 

15.8 

23 

20.9 

1.09 

2.52 

79 

*+  /n 

07 

LI 

n  /in 
U.4U 

11.3 

Medex 

32.3 

41.8 

62 

8.4 

1 .05 

1.17 

76 

Q 

XX 

—00 

n  /io 

1  A  "2 
1  O.O 

Brennand-Paige  Industries 

it*iir0  /ivtd  r/itito 
H  It  tr  tl/Ki  (.to 'it 

32.3 

19.9 

29 

70.5 

5.29 

6.01 

7 

8V4 

2 

1  TO 

1  ,zu 

7  1 

f  .Z 

Spectrum  Control 

electronic  pollution  contrl 

32.3 

15.4 

24 

16.5 

1.44 

2.07 

13 

5% 

0 

0.32 

17.9 

Cullinane  Database  Systems 

computer'  software 

32.0 

24.4 

43 

49.2 

7.60 

5.00 

0 

39s/r 

14 

1  .ZZ 

OZ.4 

Eldorado  Bancorp 

t/Llf  IK,   fJxJllAlf  lb? 

32.0 

20.3 

32 

19.5 

1.69 

6.59 

9 

0 
0 

—00 

1  34 

5.9 

•  Pay-fone  Systems 

LL/rrlUltlcf  cicr  I  (Cfco 

oi.y 

"7  -7 

38 

4.5 

0.37 

3.36 

o 

3!/4 

0 

u.zo 

1  Z.3 

Flight  Safety  Intl 

air  and  marine  training 

31.6 

26.7 

32 

68.0 

19.08 

5.28 

32 

227/s 

-30 

1.41 

16.2 

•  H&H  Oil  Tool 

oilfield  equipment 

31.4 

24.6 

61 

24.1 

4.49 

5.59 

31 

— 0  / 

1 .00 

o.z 

Telecomm  Equipment 

1 11    /3/"Jf  /  lVl»Vl/>J7/ 

leiecuim  ti  eqiiiurnet  it 

31.3 

13.2 

74 

41  7 

HI./ 

1  ^7 

4  on 

1  & 

1  A\/a 

l*f  74 

1  ft 

n  aq 

z  1  .V 

Pacific  Scientific 

aerospace 

30.7 

24.6 

71  ft 

8  44 

J.7D 

O 
Z 

131/2 

-  8 

O  1 
V- 1 

Gray  Communications 

broadcasting,  publishing 

30.7 

16.1 

14 

36.9 

2.45 

25.11 

7 

36 

-11 

4.06 

8.8 

Avantek 

electronics 

30.7 

15.9 

39 

81.8 

9.50 

3.57 

2 

1  AlA 
10/4 

—  4 

n  ^7 

U.  D  1 

in  ^ 
Z0.3 

•  Agnico  Eagle  Mines 

mining 

30.6 

6.8 

7A 

1A  0 

4-.3Z 

1  Oft 

u 

Do 

U.Z  1 

4U.4 

•  Dreyer's  Grand  Ice  Cream 

30.6 

42.0 

76 

41  9 

3  12 

1  76 

10 

1  1  .V, 

Z  1  74 

n  74 

zv.o 

Unimed  Inc 

ethical  drugs 

30.2 

14.5 

24 

2.2 

0.67 

1.44 

0 

10  Vi 

-8 

0.21 

50.0 

•  Square  Industries 

industrial  services 

29.8 

13.1 

31 

18.1 

0.46 

3.66 

65 

41/2 

0 

0.48 

9.3 

•  Amfesco  Indus 

footwear 

£.1  O 

oo.V 

149 

65.3 

8.32 

3.16 

25 

103/4 

26 

2.02 

5.3 

\  TTh  fill  U  V  t 

/\J.UV/UC5l 

oil  and  gas 

29.3 

9.1 

(si 

c  7 

J. ' 

l.  1st 

1  CK 

L.y  D 

47 

1  1/1 

c  1 

— J  1 

U.z  / 

c  c 
D.D 

Magnetic  Controls 

telecomm  equipment 

28.8 

11.8 

24 

61.5 

3.54 

8.98 

28 

16'/4 

68 

1.06 

15.3 

Cellu-Craft 

packaging 

28.8 

27.8 

23  1 

41.7 

2.05 

3.80 

22 

5% 

-2 

1.06 

5.0 

Duralith  Corp 

electronics 

28.6 

15.0 

18 

14.8 

1.34 

5.79 

6 

6% 

-35 

0.87 

7.7 

Computer  Products 

electronics 

28.3 

15.2 

17 

35:1 

3.06 

2.96 

5 

91/, 

-5 

0.45 

20.5 

Electro-Nucleonics 

health  care  products 

28.3 

8.5 

15 

37.7 

1.43 

5.37 

59 

11% 

10 

0.46 

24.7 

•  New  addition  to  1982  Hp  &  Comers  list 

"Latest  fiscal  year. 

Source  Standard  & 

Poor's. 

1  u 


FORBES,  NOVEMBER  8,  1982 


2 

^^w_^Second  in  a  series 
9  |  on  how  Delco 

mi  H  Electronics 

and  Bose  technology 
contribute  to  your 
enjoyment  of  driving 


For  the  first  time  a  music  system  and  the 
listening  environment  have  been  designed  together. 


■ 


The  performance  of  even  the  best  home  music  systems  is 
limited  by  the  acoustics  of  the  environment,  the  placement  of  the 
speakers  and  the  location  of  the  listeners.  These  important  factors 
are  beyond  the  control  of  the  designer. 

Three  years  ago  Delco  Electronics,  General  Motors  Car  Divisions  and 
Bose  Corporation  begarh  research  to  design  a  music  system  with,  and  for,  its  environ- 
ment. The  acoustics  of  the  car  were  measured,  the  speakers  precisely  placed,  and  the  known  loca- 
tions of  the  listeners  were  considered  in  the  design.  The  result  is  a  music  system  designed  differently 
for  each  automobile  body,  but  with  one  element  in  common— the  performance! 

And  how  much  difference  does  this  new  design  concept  make?  We  let  hundreds  of  people 
listen  to  the  Delco-GM/Bose  Music  System  during  its  development.  From  musicians  to  people  who 
had  not  believed  that  music  was  important  in  their  lives,  the  reaction  was  the  same. 

But  if  we  say  more  we  might  bias  the  experience  you  will  have  I  flplpn  ElW^PiM^y 
when  you  visit  your  GM  dealer.  *  Just  try  not  to  get  excited!  UoluU  ag^flj 

 —  ' — TT  ; — t~r-  .  •  Sound  so  real,  it  will  change  how 

'   *  •    you  feel  about  driving. 


N 


A.  (ETR)  Electronically  tuned  receiver.  B.  Helical  voice  coil  speaker.  C  "Digital  mode"  amplifier  built  into  each  enclosure.  D.  Reflex  enclosure. 
'Available  as  a  factory-installed  option  on  Cadillac  Seville  and  Eldorado,  Buick  Riviera,  and  Oldsmobile  Toronado. 

A  totally  new  class  of  music  systems  from  Delco-GM.  . 


Safaniya,  off  the  coast  of  Saudi  Arabia, 
is  the  world's  largest  offshore  oilfield. 

^^■^^  ^^^ 
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Aramco,  the  largest  oil  producer  in  the  world,  is  currently  involved  in  projects 
worth  billions.  Challenging  positions  are  open  for  experienced  geophysicists, 
geologists,  and  petroleum  engineers.  Call  (713)  750-6965.  Aramco  Services  Company, 
Mail  CodeZ4055-2,P.O.  Box  53607,  Houston,  Texas  77052.  ARAMCO 
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Return  on  equity 

5-year 

Long-term 

latest 

EPS 

Net 

Net 

Book 

debt 

Price  

5-year 

12 

growth 

sales" 

income" 

value  per 

as  %  of 

%  change 

Latest  1 

2-month 

Company  /business 

average 

months 

rate 

(million) 

(million) 

share 

book 

recent 

1982 

EPS 

P/E 

Hadson  Petroleum 

txil  ritlfl  O/IQ  0\"t~ilfW fit  Mill  /!(*} 
{Jit  ttflCt  cUO  t.\j'H./rLtlH.sfl,  MLt 

TWO"/ 
Zo.Z  /o 

It.  7°/ 
JO./  /o 

79% 

$1 1.8 

$10.52 

$  3.59 

76% 

5 

—  64% 

$1  32 

Pnmniifpr  (  tin  ^.filf-*** 

V_UII1UUI.IL  I    V  Ull  >(Mt  1 

computer,  telecomm  equip 

28.1 

17.6 

42 

50.6 

6.30 

6.80 

2 

21% 

0 

1.20 

18.1 

•  Instacom 

consumer  services 

27.8 

19.6 

59 

12.9 

2.38 

3.30 

0 

9'/4 

-9 

0.65 

14.2 

Newport  Cotp 

industrial,  lab  equipment 

27.8 

30.7 

46 

18.1 

3.72 

5.17 

0 

34  Vi 

72 

1.59 

21.6 

C/kiirn  ia/iic  t  _>  r  n  Pn  prov 
tiUUlllWCMCUl  Llltlgy 

27.7 

22. 1 

16 

54.7 

1 1 .86 

5.28 

64 

10 

—  42 

1  1  7 

1.1/ 

ft  ^ 

O.J 

Unit  Drilling  &  Exploration 

oilfield  sen  'ices 

27.4 

25.4 

53 

78.0 

17.28 

8.73 

77 

5>/4 

-73 

2.22 

2.3 

•  Georgia  Bonded  Fiber 

fibers 

27.4 

49.7 

83 

25.0 

0.03 

2.37 

37 

5'/2 

0 

1.18 

4.6 

Natl  Securities  &  Research 

finance,  invest  adv  sves 

27.0 

16.9 

19 

7.4 

2.32 

7.13 

7 

12% 

-3 

1.21 

10.5 

Iony  Lama 

flJL/t LI  trtlf 

26.6 

24.2 

90 

98.0 

9. 13 

14  84 

22 

2qi/i 

—26 

J.DU 

J.O 

•  Woods  Petroleum 

oil  and  gas  production 

26.6 

22.2 

17 

71.9 

21.90 

9.47 

18 

19 'A 

-24 

2.11 

9.1 

Genl  Real  Estate  Shares 

real  estate 

26.5 

57.4 

26 

2.5 

1.68 

10.41 

52 

18'/2 

15 

5.98 

3.0 

Evans  &  Sutherland  Co 

computer  equipment 

26.4 

22.1 

48 

46.4 

9.44 

4.96 

3 

28l/2 

_2 

1.10 

25.9 

Systems  Engineering  cx 

(>if>i~tv(  ititfittYio  cvs  filtwi 

ClCvl'  \.fl/Htl  I  f  lij                HllCf  o 

LO.O 

ly.z 

21 

25.9 

1.87 

7.06 

20 

97/« 

_7 

1.36 

7.2 

T^ptpr t r»r  rtpftrnnirc 
w  Ul  ULU!l  !,ltUHMML> 

fire  detection  systems 

26.1 

15.7 

65 

10.0 

1.25 

4.77 

29 

9 

-40 

0.75 

12.0 

Hi-Shear  Industries 

fasteners 

26.0 

10.0 

20 

96.6 

7.13 

15.02 

28 

8 

-28 

1.51 

5.2 

Alpha  Industries 

electronics 

25.8 

12.6 

27 

45.3 

4.52 

11.84 

6 

29 '/2 

5 

1.50 

19.6 

»  waioar 

25.8 

20.2 

35 

81.8 

9.44 

14.73 

0 

25V4 

-27 

2.99 

8.6 

Adams- Russell 

electronics,  CATV 

25.5 

18.6 

30 

59.9 

5.11 

7.73 

91 

24 

20 

1.44 

16.6 

•  Inter-Tel 

telephone  systems 

25.5 

16.5 

113 

43.3 

3.88 

2.36 

34 

6'/4 

-62 

0.39 

16.0 

Detection  Systems 

intrusion  detectors 

25.5 

11.3 

66 

11.0 

1.27 

4.39 

59 

5Vs 

-67 

0.50 

11.2 

Zero 

C  f  l\,t  v  /.  » til  C<  /  v  /'     t  i  '   f    r  '  V  //  i  II.O 

25.3 

21.1 

21 

81.7 

7.43 

9.47 

30 

23  % 

_5 

2.00 

1 1.8 

I  IRC  pnrn 

industrial  services 

25.3 

25.7 

17 

78.1 

3.53 

5.83 

72 

10'/2 

-17 

1.50 

7.0 

Boston  Digital 

computer  services 

25.3 

11.0 

20 

21.4 

1.60 

4.34 

0 

8'/4 

-13 

0.48 

17.1 

Radiation  Systems 

antennas 

25.2 

14.7 

22 

15.3 

2.43 

5.69 

14 

17'/4 

7 

0.84 

20.5 

PnmHata  \Iptu/nrlf 

*  . 1 1 1  >ta  K<1  HClttUin 

fir  tut  (C  L 

25.0 

34.6 

41 

19.7 

4.05 

2.80 

1 

291/2 

12 

0.97 

30.4 

McFarland  Energy 

oil  and  gas  e.xplor,  prods 

24.9 

16.5 

20 

14.7 

4.47 

5.31 

1 

6% 

-50 

0.88 

7.5 

Spectradyne 

closed-circuit  TV 

24.8 

17.4 

30 

17.4 

2.57 

5.34 

3 

123/4 

0 

0.93 

13.7 

Trion 

electronic  air  cleaners 

24.8 

23.1 

22 

13.3 

1.32 

4.02 

9 

9'/2 

-3 

0.93 

10.2 

As  t  rosy  stems 

computet'  Ct ju lament 

24.6 

15.5 

20 

8.0 

1.90 

3.35 

0 

6V1 

18 

0.52 

12.5 

9  Network  Systems 

electronics 

24.6 

13.1 

108 

18.4 

3.54 

3.27 

0 

25'/8 

16 

0.43 

58.4 

Petrol  Industries 

oil  and  gas  e.xplor,  prod 

24.6 

24.7 

66 

3.1 

0.88 

1.21 

9 

8% 

-38 

0.30 

29.1 

O -.monies 

chemical  processing  sys 

24.6 

8.2 

18 

7'.1 

0.89 

5.21 

5 

8% 

-31 

0.43 

20.3 

•  Til  Industries 

telecomm  equipment 

24.5 

14.8 

22 

23.1 

2.51 

6.98 

2 

9'/4 

-  45 

1.04 

8.8 

•  New  addition  to  1982  Up  &  Comers  list. 

"Latest  fiscal  year. 

Source 

Standard 

&  Poor's. 
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CHICAGO 

In  Illinois  Center 
overlooking  Michigan  Avenue 
and  Lake  Michigan. 


.  a  special  Touch 


LOS  ANGELES 

Rising  from  the  heart  of  downtown 
Los  Angeles  at  Broadway  Plaza. 


MONTREAL 

Downtown  hotel, 
connects  underground  to  Metro, 
theatres,  business. 


NEW  YORK 

Grand  Hyatt  on 
fashionable  Park  Avenue 
at  Grand  Central. 


Fresh  juices. . .  a  special  Toucr 
of  Hyatt.  Hyatt  Hotels  will  only  serve  juices 
that  have  been  freshly  squeezed  from 
fine  citrus  fruits. 

There  are  many  things  that  reflect 
the  Hyatt  touch.  You  get  a  special  feeling 
from  each  one.  They  are  examples  of 
style  that  no  other  hotel  can  match.  Hyatt 
standards  ensure  that  you  truly  get  your 
money's  worth. 

For  reservations  at  109  Hyatt  Hotels 
worldwide,  call  your  travel  planner.  Or 
hone  800  228  9000. 


SAN  FRANCISCO 

Hyatt  Regency  soars 
above  the  Embarcddero  Center 
business  complex. 


HYATTj©HOTELS 


IBS 


•Ho) 


TQJVIERIGQiNl 


Express  yourself 
past  check-in  lines  onTWA. 


With  TWA's  Round-Trip  Check-In  and  Advance  Seat  Selection  you  can  express  yourself  past  check-in  lines. 


Express  yourself  straight  to  the  gate  and... 


express  yourself  straight  to  your  seat. 


It's  easy  with  TWA's  Airport  Express 
and  the  American  Express  Card. 


Nothing  gets  you  past  check-in  lines  and 
through  the  airport  faster  than  TWA's  Airport 
Express 8 .  And  that's  because  with  TWA's  Round- 
Trip  Check-In",  Connection  Check-Insmand 
Advance  Seat  Selection  you  can  get  boarding 
passes  and  seat  assignments  for  your  outbound, 
connecting  and  return  flights  before  you  depart. 

So  on  your  trip  home  you  can  go  straight 
to  your  seat  on  the  plane.  Instead  of  straight  to 
the  back  of  a  check-in  line. 

Next  trip,  ask  for  TWA's  Airport  Express.  And 
express  yourself  past  check-in  lines.  Call  your 
travel  agent,  corporate  travel  department  or  TWA. 
Express  yourself  with 
the  American  Express  Card. 

Traveling  is  easy  when  you  carry  the  American 


Express  Card.  Use  it  to  charge  your  TWA  tickets, 
car  rentals,  hotels,  meals,  theatre,  shopping, 
almost  anything  you  need  while  traveling. 


If  you  are  not  already  a  Cardmember,  call 
toll-free  800-528-8000  for  an  application. 

The  American  Express  Card. 
Don't  leave  home  without  it." 

You're  going  to  like  us 


The  Up  & 

Comers  Class  of  '82 

Return 

on  equity 

5-year 
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•  Power  Conversion 

batteries 

24.4% 

22.5% 

37% 

$  6.1 

$0.46 

$  0.80 

80% 

57/8 

0% 

$0.18 

32.6 

Lynden 

trucking 

24.3 

29.3 

94 

88.2 

6.32 

17.17 

21 

14% 

-53 

5.04 

2.9 

•  Amer  Precision  Industries 

electronics,  machinery 

24.1 

17.8 

15 

36.4 

2.73 

8.78 

1 

13 '/8 

8 

1.57 

8.3 

Communications  Industries 

electronics 

24.0 

22.7 

21 

52.3 

7.41 

4.39 

6 

21 1/2 

_2 

1.00 

21.5 

Scientific  Computers 

computer  sen  ices 

23.9 

20.4 

28 

12.9 

1.54 

5.09 

19 

8% 

6 

1.04 

8.4 

Astrex 

electronics  distributor 

23.9 

23.4 

21 

27.1 

2.02 

4.73 

74 

7Vs 

-50 

1.11 

6.4 

•  Triad  Systems 

computer  equipment 

23.9 

9.8 

46 

78.3 

8.68 

7.74 

2 

15'/8 

-53 

0.76 

19.8 

•  Chyron 

computer  graphics 

23.8 

21.1 

109 

12.8 

3.56 

6.20 

0 

23% 

30 

1.31 

18.1 

Neutrogena 

personal  care  products 

23.8 

25.8 

21 

32.9 

2.67 

6.15 

0 

31'/2 

-4 

1.59 

19.8 

Ennis  Business  Forms 

business  fonm 

23.8 

21.5 

26 

87.7 

6.45 

16.86 

23 

23% 

14 

3.63 

6.4 

•  Federated  Investors 

investment  advisory  services 

23.7 

69.4 

1 10 

77.9 

15.75 

5.89 

16 

45 

50 

4.09 

11.0 

IVldlld^ClllClIl   Si.  rt-IILt  ^lllCI 

computer  softu  'are 

23.7 

15.1 

47 

67.1 

5.49 

5.29 

3 

28  Vi 

28 

0.80 

35  6 

Cutco  Industries 

beauty  salons 

23.6 

17.3 

44 

11.5 

0.70 

5.25 

0 

8 

-37 

0.91 

8.7 

•  Diagnostic/Retrieval  Systems 

computer  equipment 

23.6 

28.3 

133 

18.0 

2.08 

5.46 

9 

24  '/4 

49 

1.55 

15.6 

Newcor 

industrial  machinen' 

23.6 

25.7 

35 

69.6 

3.19 

9.56 

21 

16'/2 

73 

2.46 

6.7 

architect,  engineering 

23.3 

21.6 

16 

98.5 

6.17 

12.63 

3 

18% 

_9 

2.73 

6.9 

•  Fey  Industries 

promotional  products 

23.3 

31.9 

28 

5.9 

0.80 

1.91 

4 

4'/4 

21 

0.61 

6.9 

•  Scientific  Software 

software  for  energy  industry 

23.2 

27.6 

106 

14.8 

1.66 

2.57 

18 

12% 

-7 

0.71 

17.9 

•  Kyle  Technology 

health  care  products 

23.2 

15.7 

70 

4.6 

0.76 

2.09 

0 

4% 

-59 

0.33 

13.2 

A  Pi  ret  A  m  R  :i  n  L  nf  I'll  m  Ketch 
v  r ii si  mil  DdiiK  ui  r  aim  DCdi.ii 

23.1 

20.9 

28 

48.9 

4.31 

4.16 

44 

65/s 

0 

0.87 

7.6 

Tellabs 

telecomm  equipment 

23.1 

25.7 

43 

48.5 

7.04 

4.66 

15 

18% 

-23 

1.20 

15.6 

American  Recreation  Centers 

bowling  cet iters 

23.1 

15.8 

21 

18.0 

1.61 

7.56 

59 

9'/4 

36 

1.20 

7.7 

•  Andersen  Group 

electronics 

23.1 

26.1 

30 

22.4 

1.96 

7.77 

25 

17 

74 

2.03 

8.3 

t  Integraph 

computer  equipment 

23.1 

18.0 

68 

91.1 

8.27 

4.81 

10 

25% 

1 

0.87 

29.1 

•  Sea  Galley  Stores 

restaurants 

23.0 

11.5 

46 

49.0 

2.21 

5.28 

82 

7% 

5 

0.61 

12.4 

Micro  Mask 

photographic  equipment 

23.0 

11.2 

12 

21.8 

1.39 

7.27 

19 

11'/! 

53 

0.82 

14.0 

Ohio-Sealy  Mattress 

mattresses  and  boxsprings 

22.9 

20.5 

22 

64.1 

5.85 

5.65 

31 

9% 

28 

1.16 

8.2 

TSI 

precision  instruments 

22.9 

18.7 

25 

12.1 

1.38 

4.97 

28 

I31/2 

74 

0.93 

14.5 

•  Texscan 

electronics 

22.8 

13.3 

66 

40.5 

4.01 

5.48 

0 

13% 

0 

0.73 

18.3 

•  Sterner  Lighting  Systems 

electrical  equipment 

22.6 

28.1 

125 

22.0 

1.20 

4.41 

41 

9 

50 

1.24 

7.2 

Vulcan 

footwear  parts 

22.5 

14.5 

16 

45.9 

3.95 

12.06 

10 

8% 

-17 

1.75 

5.0 

•  Terminal  Data 

office  equipment 

22.4 

17.3 

22 

23.2 

1.30 

5.66 

29 

12'/4 

-5 

0.98 

12.5 

•  New  Yorker  Magazine 

publishing 

22.4 

25.1 

23 

66.8 

5.27 

26.49 

0 

75 

0 

6.67 

11.2 

•  New  addition  to  1982  Up  &  Comers  list. 

"Latest  fiscal 

/ear. 

Source 

Standard  & 

Poor's 
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5-year 
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EPS 
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Net 

Book 
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12 

growth 
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i.i. 
book 

recent 
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EPS 

P/E 

•  Sturm,  Ruger  &  Co 

firearnis 

22.3% 

18.9% 

16% 

$95.4 

$12.31 

$19.97 

0% 

19'/2 

9% 

$3.78 

5.1 

Sigmaform  Corp 

plastic  tubing 

22.3 

12.9 

30 

17.8 

1.94 

7.34 

18 

13'/4 

15 

0.95 

13.9 

•  Posi-Seal  Intl 

valves 

22.1 

28.3 

37 

32.7 

2.87 

4.13 

73 

8'/2 

-10 

1.17 

7.2 

•  SFE  Technologies 

electronics 

22.0 

19.2 

128 

45.6 

3.12 

6.51 

49 

16'/4 

19 

1.25 

13.0 

•  Hunt  Mfg 

office  supplies 

21.9 

24.8 

18 

73.9 

4.80 

4.66 

63 

147/s 

6 

1.16 

12.8 

•  United  Medical 

health  care  sen  'ices 

21.9 

15.9 

54 

7.5 

1.20 

3.89 

0 

8'/4 

-9 

0.62 

13.3 

•  Bluewater  Oil  &  Gas 

oil  &  gas  exploration,  prod 

21.9 

30.4 

45 

5.4 

2.06 

1.48 

0 

3% 

^18 

0.45 

7.4 

•  Dawson  Geophysical 

oilfield  seri  'ices 

21.9 

18.3 

42 

16.0 

3.04 

5.34 

7 

5% 

-64 

0.98 

5.7 

Frigitronics 

eyeglass  lenses 

21.7 

21.1 

20 

96.6 

5.32 

8.28 

16 

155/8 

-11 

1.75 

8.9 

Photo  Control 

photographic  equipment 

21.5 

19.6 

24 

8.6 

0.79 

3.91 

32 

4 

23 

0.77 

5.1 

•  Arnold  Industries! 

trucking 

21.4 

17.3 

17 

47.3 

4.57 

12.63 

12 

14'/4 

23 

2.19 

6.5 

Electro-Catheter 

health  care  products 

21.3 

18.6 

15 

5.7 

0.43 

2.57 

6 

6% 

28 

0.48 

14.0 

•  Postal  Instant  Press 

printing 

21.3 

22.5 

30 

15.1 

3.07 

5.09 

7 

13'/8 

0 

1.15 

11.4 

•  AFA  Protective  Systems 

protective  alarm  services 

21.2 

37.9 

36 

15.1 

0.85 

8.67 

6 

29 

152 

3.29 

8.8 

•  Lundy  Electronics  &  Systems 

computer  equipment 

21.1 

10.6 

43 

28.0 

1.17 

9.37 

62 

9'/4 

8 

1.00 

9.2 

Atlantic  American 

insurance 

21.1 

17.1 

Ly 

4U.5 

a  m 

QIC 

0.15 

21 

10  lA 

0 

1.40 

7.3 

Federated  Gty  Life  Ins 

insurance 

21.1 

23.0 

32 

26.5 

7.13 

7.28 

0 

8 

-3 

1.68 

4.7 

George  Washington 

insurance 

21.1 

12.3 

22 

33.2 

2.51 

5.10 

5 

3% 

0 

0.63 

6.1 

Electronics,  Missiles  &  Comra 

electronics 

21.0 

11.3 

52 

6.0 

0.48 

0.97 

44 

131/4 

-11 

0.1 1 

NM 

•  SEI  Corp 

bank  computer  services 

20.9 

18.8 

25 

32.6 

2.54 

6.58 

0 

26V2 

8 

1.24 

21.3 

•  Math  Applications  Group 

computer  services 

20.9 

18.7 

44 

7.8 

0.67 

2.13 

13 

14 

-22 

0.40 

35.0 

•  Bonray  Drilling 

onshore  drilling 

20.8 

30.6 

60 

34.1 

8.31 

6.17 

36 

3 

-63 

1.89 

1.5 

•  BalCo  Energy 

oil  and  gas  explor,  develop 

20.8 

5.8 

28 

3.8 

0.49 

2.40 

0 

2% 

-23 

0.14 

20.5 

•  Tandon 

computer  equipment 

20.8 

13.3 

1 15 

54.1 

4.51 

4.19 

0 

17 

19 

0.56 

30.3 

RAI  Research 

battery  equipment 

20.7 

24.1 

20 

6.0 

1.06 

2.61 

21 

6'/2 

44 

0.63 

10.3 

Pandick  Press 

printing 

20.7 

26.2 

49 

75.8 

5.51 

6.54 

47 

17 

8 

1.72 

9.8 

Anderson,  Greenwood 

valves 

20.5 

17.7 

26 

53.6 

5.54 

8.27 

18 

121/8 

1 

1.47 

8.2 

•  Cam-Or 

industrial  services 

20.4 

19.1 

31 

13.4 

1.05 

7.17 

38 

11% 

0 

1.37 

8.5 

•  Tech/Ops 

precision  instruments 

20.4 

33.2 

69 

28.2 

2.31 

6.62 

94 

157/8 

-4 

2.20 

7.2 

Acme  United 

health  care  supplies 

20.4 

17.3 

18 

40.4 

3.30 

6.96 

51 

141/4 

-24 

1.21 

11.7 

Precision  Castparts 

precision  casting 

20.3 

15.9 

19 

92.5 

4.78 

16.34 

54 

253/4 

-10 

2.61 

9.8 

•  Mentor 

medical  research 

20.2 

27.5 

45 

•4.4 

0.42 

1.27 

26 

16 

236 

0.35 

45.7 

•  Aeroflex  Labs 

electronics 

20.1 

22.0 

51 

28.7 

3.18 

5.36 

42 

16Va 

41 

1.18 

14.0 

•  New  addition  to  1982  Up  &  Comers  list. 

"Latest  fiscal  year.    t  Acquired  last  year's  Lip  &  Comer  New  Penn  Motor  Express. 

NM:  Not  meaningful. 

Source. 

Standard  &  Poor  's 
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In  today's  highly  volatile  foreign 
:  change  market,  there's  one  bank 
at  can  make  your  business  a  little 
npler. 

Barclays  Bank. 

Barclays  is  the  biggest  foreign 
I  change  dealer  in  the  world's 
ggest  foreign  exchange  center- 
mdon. 

So  whatever's  going  on  in  the 
orld,  Barclays  is  in  the  right  place, 
the  right  time,  to  give  you  the  right 
iote. 

MORE  MONEY  FOR  YOUR 

MONEY. 
The  sheer  size  and  scale  of 
irclays'  foreign  exchange  dealings 


guarantees  you  extremely  competitive 
exchange  rates. 

And  also  means  that  Barclays 
can  offer  you  the  widest  range  of 
currencies  you'll  find  anywhere. 

A  point  worth  bearing  in  mind 
when  you  need  Saudi  Arabian  rials,  or 
Venezuelan  bolivars,  or  whatever. 

24  HOURS  TO  THE  DAY. 

London  is  the  center  of  Barclays' 
comprehensive  international  network 
of  twenty  foreign  exchange 
dealing  rooms,  strategically  located 
across  the  world's 
key  business 
centers. 

A  network 


which  keeps  a  close  eye  on  everything 
that's  happening  in  the  world's 
foreign  exchange  markets. 

And  a  network  that  always  offers 
round-the-clock  service,  with  a 
branch  always  open  for  business -if 
not  London,  then  Hong  Kong  or 
Frankfurt -and  in  the  United  States, 
New  York,  Chicago  and  San  Francisco. 

That's  why,  the  next  time  you're 
dealing  with  foreign  currencies, 
you  should  talk  to  Barclays  Bank 
first. 

You'll  find  that  anywhere  in  the 
world  of  foreign 
exchange,  there's 

homenkm0reat 


BARCLAYS 

Inte 


LAYS  BANK  INTERNATIONAL.  NEW  YORK.  15  OFFICES  IN  THE  USA  /  BARCLAYS  BANK  OF  CALIFORNIA,  SAN  FRANCISCO,  57  BRANCHES  /  BARCLAYS  BANK  OF  NEW  YORK,  64  BRANCHES 
BARCLAYSAMERICANCORPORATION,  364  OFFICES  IN  35  STATES  /  BARCLAYS  BANK  OF  CANADA,  TORONTO,  9  OFFICES  IN  CANADA, 


The  Up  & 

Comers  Class  of  '82 

IVCIUI II 

on  equity 

5-year 

Long-term 

latest 

EPS 

Net 

Net 

Book 

debt 

Price  

5-year 

12 

grpwth 

sales" 

income* 

value  per 

as  %  of 

%  change 

Latest  1 

2-month 

Company  limpness 

average 

months 

rate 

(million) 

(million) 

share 

book 

recent 

1982 

EPS 

P/E 

Pat  Fashions  Industries 

apparel 

20.1% 

1  C  1  o/ 
15.1  /o 

28% 

$75.6 

$4.49 

$24.68 

2% 

15% 

-8% 

$3.75 

4.2 

A  R:tHinfftti<* 

Communication  equip 

20.1 

11.7 

125 

.  7-6 

1.55 

6.03 

17 

24% 

30 

0.71 

35.0 

Infrared  Industries 

electronics 

19.9 

10.8 

17 

15.4 

0.66 

4.25 

22 

m 

10 

0.46 

16.8 

•  Ratliff  Drilling  &  Exploration 

onshore  drilling 

19.9 

22.5 

46 

37.0 

6.72 

7.98 

98 

4'/» 

-69 

1.80 

2.4 

Timeplex 

computer  equip  and  sen  ices 

19.8 

7  7 

n 
oo 

Lo.3 

1    7  1 

1  .1  1 

C  A"i 

3  7 

11 '/8 

15 

0.42 

26.4 

Breeze  Corp 

aerospace,  auto  parts 

19.8 

18.6 

63 

34.3 

2.49 

16.67 

18 

27'/4 

43 

3.11 

8.7 

Electronic  Modules 

electronic; 

19.7 

23.5 

35 

32.8 

2.14 

3.02 

14 

17'/4 

50 

0.71 

24.2 

•  Applied  Magnetics 

computer  equipment 

19.7 

15.9 

126 

73.9 

6.63 

10.63 

8 

14  '/k 

-1 1 

1.70 

8.3 

Turner  Construction 

construction 

19.6 

24.3 

3 1 

49.0 

9.69 

20.91 

32 

25'/» 

_9 

5.09 

4.9 

•  Sierra  Research 

electronics 

19.6 

16.4 

24 

55.8 

1.60 

9.07 

99 

18 

35 

1.49 

12.0 

•  Whitehall 

marine  equip,  electronics 

19.5 

30.1 

41 

53.9 

4.91 

6.01 

5 

267/8 

18 

1.81 

14.8 

Optical  Radiation 

electronics 

19.4 

11.0 

16 

18.5 

1.23 

7.62 

14 

16'/2 

34 

0.84 

19.6 

•  Dunkin'  Donuts 

fast  food 

19.3 

17/1 

If  A 

1  7 

1  / 

Oo.o 

C  7  A 

j.  /4 

1  1  ,oo 

QQ 

Oo 

21% 

50 

2.03 

10.5 

•  AMEDCO 

health  care  products 

19.3 

13.6 

22 

80.0 

3.17 

10.28 

66 

19'/4 

10 

1.40 

13.7 

G&K  Services 

linen  and  uniform  rentals 

19.2 

17.9 

16 

42.1 

2.43 

7.35 

18 

95/8 

4 

1.32 

7.2 

•  Pansophic  Systems 

computer  software 

19.1 

25.8 

34 

35.5 

4.63 

2.71 

1 

133/4 

22 

0.70 

19.6 

•  Glasrock  Med  Services 

health  care  sen  'ices 

19.0 

17  1 

1 1  .L 

Q£ 
OO 

A  3  Q 

4.3. o 

a  nn 
4.UU 

C  A  A 
D.44 

ZD 

21'/2 

19 

0.94 

22.8 

American  Plan 

insurance 

19.0 

13.1 

18 

17.5 

1.02 

5.41 

14 

4'/4 

48 

0.71 

5.9 

IPM  Technology 

airline  services 

18.9 

6.3 

63 

58.6 

0.62 

5.34 

61 

2'/2 

-51 

0.34 

7.3 

•  Restaurant  Associates 

food  service 

18.8 

13.0 

40 

99.1 

2.35 

5.27 

56 

4!/4 

3 

0.69 

6. 1 

Chesapeake  Utilities 

natural  gas 

18.7 

loo 

1  7 

Z  / 

41. z 

Z.JO 

13  7  3 

TO 

LL 

15'/: 

-3 

3.96 

3.9 

•  REDM  Industries 

electronics 

18.7 

17.5 

33 

32.1 

1.89 

7.99 

19 

85/8 

9 

1.40 

6.1 

•  MSI  Data 

computer  senices 

18.7 

18.3 

12 

55.3 

4.78 

9.81 

2 

18V4 

16 

1.80 

10.4 

Scurry-Rainbow  Oil 

oil  and  gas,  mining 

18.7 

13.2 

40 

51.7 

9.41 

35.97 

9 

393/4 

-10 

4.75 

8.3 

•  Stocker  &  Yale 

precisioti  instruments 

18.6 

i  y.o 

ZZ 

Q  1 

O.J 

1  .Lj 

n 
u 

10'/4 

-6 

1.44 

7.1 

Oakwood  Homes 

manufactured  homes 

18.6 

13.6 

16 

44.7 

3.09 

15.40 

14 

27% 

63 

2.10 

13.2 

•  Printronix 

computer  equipment 

18.5 

16.6 

24 

64.8 

5.15 

8.51 

6 

23% 

30 

1.42 

16.7 

Scope  Industries 

recycling  food  wastes 

18.5 

11.4 

19 

21.9 

3.44 

14.01 

1 

23  lA 

-13 

1.60 

14.5 

•  Watsco 

climate-control  equip 

18.5 

16. 1 

23 

14.9 

1.01 

5.88 

87 

87/8 

31 

0.95 

9.3 

•  Computer  &  Comm  Tech 

computer  equipment 

18.4. 

1  1  o 

1  l.y 

lzd 

/CI  7 

O.Z  1 

Q  16. 

O.JO 

L 

9'/2 

-62 

1.08 

8.7 

•  ACMAT 

construction 

18.3 

26.6 

76 

14.9 

0.94 

2.89 

53 

5% 

4 

0.77 

7.4 

•  Piper,  (affray 

securities  brokerage 

18.2 

12.0 

15 

84.6 

6.27 

24.71 

1 

33 

8 

2.98 

11.0 

•  Software  AG  Systems  Group 

computer  software 

18.1 

5.0 

35 

24.6 

0.97 

3.18 

3 

8 

-38 

0.16 

50.0 

•  New  addition  to  1982  Up  &  Com 

ers  list. 

"Latest  fiscal 

vear. 

Source 

Standard 

<■"-  Poor's. 
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^jfflflS.  I  - .  ,  ^  Gold  Star  of  America  Inc., 
«*Z*Z~Z  a  member  of  The  Luckv 


a  member  of  The  Lucky 
Group,  announces  the  opening 
of  its  new  color  TV  factory  in 
Huntsville,  Alabama. 


Si-' ..    "  '^J   1  »' 


This  year  marks  the  centennial  of 

diplomatic  relations  between  I 

the  United  States  and  the  Republic  I 

of  Korea.  I 


.  •-  >  V-  .-  ' 


Ringing  Out  the  News  of 
Business  Friendships  that  Really  Work 


One  important  part  of  The  Lucky  Group's  35-year 
tradition  is  making  mutually  beneficial  business 
partnerships  that  really  work.  This  includes  more 
than  a  dozen  of  Korea's  most  highly  successful  joint 
ventures  and  technical  tie-ups,  and  now  it  extends 
to  investment  overseas  in  new  manufacturing 
subsidiaries. 

Through  its  work  in  chemicals,  semiconductors 
and  computers,  electronics  and  communications, 
energy  and  resources,  insurance  and  securities,  and 
public  services,  The  Lucky  Group  has  rung  up  a 
fine  record  of  growth,  a  good  indication  of  how 


well  our  programs  of  cooperation  —  and  research 
and  development  —  are  doing. 

Keep  listening  and  you'll  hear  more  of  The 
Lucky  Group  ringing  out  the  great  changes  that 
are  coming  to  the  industries  of  not  only  Korea  but 
the  world. 

For  more  information  contact  our  trading 
house,  Bando  Sangsa  Co.,  Ltd.,  537  Namdaemun- 
ro  5-ga,  CPO  Box  1899,  Jung-gu,  Seoul  100, 
Korea.  Phone:  771-32,  Cable:  FOURCLOVER 
SEOUL,  Telex  K27266,  K27470. 


fj*Lg^\  Transforming  dreams  into  reality 

88  THE  LUCKY  GROUP 

□  Lucky,  Ltd.  DBanddSangsa  DGold  Star  Co.,  Ltd.  DGold  Star  Cable  DLucky  Continental  Carbon  DGold  Star  Tele-Electric  DLucky  Development  DGold  Star 
Electric  DHee  Sung  DLucky  Securities  DGold  Star  Instrument  &  Electric  DGold  Star  Precision  Industries  DLucky  Engineering  DShinyeong  Electric  DGold  Star 
Semiconductor  DHonam  Oil  Refinery  q  Korea  Mining  &  Smelting  DPan  Korea  Insurance  DGold  Star  Alps  DThe  Yonam  Foundation  DTh'e  Yonam  Educatinal  Institute 


"It's  been  a 
terrible  adjustment 
for  Walter. 
He's  never  been  away  from 
his  computer  this  long'' 


It's  getting  tougher  and  tougher 
to  live  without  computers. 

Today  more  people  are  pushing 
more  buttons  than  ever  before. 

In  fact,  the  information  explosion 
has  made  the  electronics  industry 
one  of  the  fastest  growing  in  the 
country. 

That's  why  we  acquired  Bunker 
Ramo. 

Bunker  Ramo  is  well  established 
in  electronics,  with  over  50  years' 
experience  in  providing  information 
to  banks,  insurance  companies 
and  brokerage  firms.  (Its  informa- 
tion network  is  one  of  the  largest 
in  the  U.S.) 

Today  there's  a  crying  need  for 
simplification  in  processing 
information— having  one  terminal 
that  can  do  the  work  of  many 

Our  new  Intellimation™  10  system 
for  brokers  does  just  that. 
m  And  it's  a  first. 

It  converts  a  broker's  stock 
quotation  terminal  into  a  personal 
^Sf:  computer,  saving  massive  amounts 
of  time  while  improving  efficiency. 

Now  we're  strengthening 
our  position  in  electronics  by 
broadening  our  base  in 
information  systems,  increasing 
R&D  and  planning  new  acquisitions. 

As  you  can  see,  Jp^ 
when  we  expand 
into  new  markets.we 
mean  business.  K$mk 
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Return  on  equity 

5-year 

Long-term 

latest 

EPS 

Net 

Net 

Book 

debt 

Price 

5  year 

12 

growth 

sales" 

income* 

value  per 

as  %  of 

%  change 

Latest  12-month 

Company  f business 

months 

•  rate 

(million) 

(million) 

share 

book 

recent 

1982 

EPS 

P/E 

•  Computer  Data  Systems 

. 

computer  sen  ices 

18.1% 

20.4% 

52% 

$25.7 

$1.17 

$3.87 

29% 

12% 

75% 

$0.79 

16  1 

Golden  Enterprises 

snack  foods,  fasteners 

17.9 

22.3 

21 

76.2 

5.32 

7.03 

7 

i3y4 

-3 

1.57 

8.7 

•  Topaz 

industrial  machinery 

17.9 

21.6 

23 

37.4 

2.74 

3.42 

41 

14'/4 

38 

0.74 

19.2 

•  Xidex 

microfilm  duplicator 

17.9 

23.6 

28 

93.3 

9.68 

9.44 

61 

28'/2 

-4 

2.23 

12.7 

•  C  3 

computer  software 

17.8 

20.7 

51 

48.5 

8.36 

4.91 

2 

14'/« 

-28 

1.02 

13.9 

•  Schwab  Safe 

safes 

17.5 

16.0 

20 

12.1 

0.88 

8.18 

0 

8% 

1 

1.31 

6.3 

•  Elscint  Ltd 

medical  equipment 

17.4 

28.0 

107 

71.9 

10.08 

5.56 

58 

21% 

3 

1.56 

13.9 

•  AllipH  Sprnritv 

industrial  sen  ices 

17.2 

17.8 

18 

27.5 

0.78 

5.93 

20 

47/s 

-27 

1.06 

4.5 

•  Langley 

aerospace 

17.2 

20.3 

22 

10.2 

0.89 

4.37 

0 

4W 

36 

0.89 

4.7 

Regency  Electronics 

electronics 

17.2 

12.8 

41 

66.2 

5.06 

7.30 

5 

10% 

0 

0.94 

11.2 

•  Aero  Systems 

aerospace 

17.2 

18.0 

18 

17.2 

0.81 

0.83 

29 

4 

33 

0.15 

26.6 

•  New  Orleans  Bancshares 

bank  holding 

1  7.0 

18.3 

28 

82.3 

6.69 

26.03 

35 

26 

0 

4.77 

5.4 

•  American  Controlled  Inds 

mechanical  equipment 

16.9 

17.5 

24 

22.0 

3.37 

20.47 

39 

21 

16 

3.60 

5.8 

Depositors  Corp 

bank  holding 

16.9 

16.2 

17 

71.6 

6.01 

21.35 

24 

25  Vi 

36 

3.47 

7.3 

First  Connecticut  Bancorp 

bank  holding 

16.9 

16.6 

20 

78.2 

8.36 

30.42 

5 

31 

29 

5.07 

6.1 

#  Lynch  Corp 

precision  instruments 

16.9 

6.8 

117 

19.0 

1.33 

9.66 

6 

6% 

-5 

0.66 

10.2 

•  Computer  Task  Group 

computer  senices 

16.8 

13.2 

22 

37.3 

1.27 

7.70 

12 

8% 

-25 

1.02 

8.5 

•  First  Wyo  Bancorp 

bank  holding 

16.8 

15.0 

15 

75.3 

7.88 

14.76 

32 

13% 

-19 

2.22 

6.2 

•  New  Hampshire  Ball  Bmgs 

ball  bearings 

16.8 

15.2 

20 

60.6 

4.71 

18.65 

18 

29  'A 

-7 

2.85 

10.2 

•  Snelling  &  Snelling 

employment  senices 

16.7 

20.2 

120 

21.7 

1.37 

5.52 

47 

3 

-33 

1.12 

2.6 

•  Cado  Systems 

computer  systems 

16.7 

10.3 

67 

46.0 

5.54 

5.59 

0 

10'/4 

-30 

0.58 

17.6 

Wham-O  Mfg 

recreational  equipment 

16.7 

11.4 

27 

28.0 

1.70 

15.30 

0 

14W 

70 

1.75 

8.2 

•  Photronics 

mechanical  equipment 

16.7 

29.3 

40 

4.3 

0.45 

1.60 

6 

3% 

-20 

0.47 

7.1 

•  Hipotronics 

electronic  equipment 

16  7 

22.9 

39 

15.8 

2.30 

5.89 

0 

13% 

-37 

1.35 

9.9 

•  Geothermal  Resources  lntl 

finance,  geothennal  energy 

16.7 

13.0 

57 

16.5 

6.78 

7.03 

56 

8% 

-27 

0.92 

9.5 

•  Bank  of  Commerce  NY 

banking 

16.6 

22.1 

35 

49.8 

6.91 

20.46 

0 

21 

-14 

4.53 

4.6 

•  Sage  Drilling 

onsfjore  drilling 

1  (\  A 

11  l 

50 

22.8 

2.98 

7.69 

8 

4»/4 

-67 

1.70 

2.5 

•  Oram  InHiisfrips 

tf/r  freight 

1  A  A 

1X1 

80 

29.7 

1.81 

1.29 

34 

1% 

0 

0.30 

6.2 

•  Miller  Technology  &  Comm 

educational  sen  ices 

16.3 

8.9 

73 

5.6 

0.68 

3.89 

6 

•  5!4 

-41 

0.35 

15.7 

•  Statex  Petroleum 

o»7  and  gas 

16.3 

9.6 

36 

11.7 

2.55 

7.70 

1 

8% 

-34 

0.74 

11.9 

•  GI  Export 

automotive  exponer 

16.2 

14.9 

37 

15.0 

1.42 

4.95 

0 

4% 

29 

0.74 

5.9 

•  Conifer  Group 

bank  holding 

16.2 

18.6 

35 

•72.2 

6.18 

29.40 

31 

24 

14 

5.49 

4.3 

Raymond  Industries 

military;  heating  parts 

16.2 

13.5 

23 

46.7 

3.16 

13.80 

24 

20% 

28 

1.87 

11.0 

•  New  addition  to  1982  Up  <&  Comers  list 

'I-atest  fiscal  year. 

Source 

Standard  & 

Poor's 
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THERE'S  I1EUER  BEEI1 R  FLEET 
OF  TRUCKS  LIKE  THIS  BEFORE. 


CHEVY  S-10  MAXI-CAB. 
b  There's  never  been  an  ex- 
)  tended  cab  like  it  before.  Maxi- 
r3ab  is  a  tough  Chevy  S-10  Pickup 
[with  a  14.6-inch  cab  extension  on 
|  an  extra-long  123-inch  wheelbase. 
Compared  to  Datsun's  King  Cab, 
3hevy  S-10  Maxi-Cab  offers  up  to 
4-0%  more  inside  cargo  room  with 
jp  to  18.4  cu.  ft.  And  available 
:olding  jump  seats  carry  two  extra 
adults  in  the  rear. 


With  an  optional  rear  seat  folded 
down,  it  also  has  more  load  length 
than  a  full-size  Ford  Bronco. 
A  two-wheel-drive  Chevy  S-10 
Blazer  is  also  available. 


m/m —  . .  . 

I  «C4  CHEVY  S-10  BLAZER, 
i  There's  never  been  an  off- 
]  roader  like  it  before.  This  revolu- 
:  :ionary,  new  off-roader  features 
'  new  Insta-Trac,  the  only  truck  4X4 
i  system  that  lets  you  shift  from 
'  reewheeling  2-wheel  drive  to 
4-wheel-drive  high— and  back- 
while  driving  at  any  speed. 


CHEVY  S-10  PICKUP. 
Hottest-selling  new-size  truck 
in  America.  Red-hot— with  avail- 
able V6  power  not  offered  by  Ford 
or  the  imports!  Available  payloads 
are  bigger  than  those  for  some  full- 
size  pickups:  up  to  1625  lbs.,  includ- 
ing people  and  cargo.  And  that 
hefty  payload  rating  is  not  reduced 
when  you  add  some  options. 


I 


CHEVY  S-10  CHASSIS-CAB. 
V6  power  standard.  The  S-10 
Chassis-Cab  has  the  capacity  for 
big  jobs.  Designed  to  accommodate 
body  lengths  up  to  1Y2  feet,  it's 
available  on  a  117.9"  wheelbase 
with  GVWRs  of  4100  lbs.  (base)  or 
4600  lbs.  (optional). 

Chevy's  new  S-10  Utility  Body 
shown  above,  features  a  V6, 
lightweight,  aluminum  construction, 
7'6"  inside  load  length,  125  cubic 
feet  of  load  space,  and  a  1500-lb. 
payload  capacity,  including 
passengers  and  cargo. 

Some  Chevrolet  trucks  are  equipped  with 
engines  produced  by  other  GM  divisions, 
subsidiaries,  or  affiliated  companies 
worldwide.  See  your  dealer  for  details. 


CHEVROLET 
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Bell  Introduces 
TheWorld 

EyThe  Minute 

By  Phone  or  By  Fax. 


Examples  Of  Overseas  Rates  For  Dialable  Countries  * 

Dial  Rate 

Region 

Rate  levels 

First  Minute    Additional  Minute 

Hours 

UNITED  KINGDOM/IRELAND 

Standard 
Discount 
Economy 

$2,08  3 
1.56 
1,25 

» 1 .26 
.95 
.76 

7am-l  pm 
lpm-6pm 
6pm-7am 

EUROPE 

Standard 
Discount 
Economy 

$2.37  3 
1.78 
1.42 

.1  33 
1  00 
.80 

7am-l  pm 
1  pm-6pm 
6pm-7am 

PACIFIC 

Standard 
Discount 
Economy 

$4.22  1 

3.17 
2.53 

>1.58 
1.19 
.95 

5pm-ll  pm 
10am-5pm 
11  pm-lOam 

*For  countries  that  are  not  dialable,  there's  a  3-mmute  minimum  and  rates  are  somewhat  higher 
Different  rate  schedules  apply  to  Canada  and  Mexico  Check  with  your  local  operator, 
federal  excise  tax  of  1%  is  odded  on  all  calls  billed  in  the  United  States 

Goodbye  3-minute  minimum. 

Now  you  can  close  a  deal,  book  an 
order,  or  impress  someone  with  a  quick 
hello  on  a  1-minute  minimum  dialed  call 
around  the  world,  any  time,  day  or  night. 

And  if  you  need  to  talk  longer, 
additional  minutes  cost  less  than  the  first. 

Need  to  send  hard  copy  overseas?  - 

Well,  if  you  have  a  high-speed  facsimile  machine,  the  1-minute  minimum  is  a  real  bargain. 
Because  in  1  minute  you  can  fax  as  much  as  a  full  page  of  information.  Fax  is  easy.  Fax  is  fast.  Fax  even 
transmits  sketches,  diagrams,  and  signatures. 

And  because  you  use  the  same  phone  lines  to  fax  as  you  do  to  call,  you  pay  the  same  low  rates. 

The  world  by  the  minute. 

It's  Bell's  way  to  help  you  improve  your  bottom  line. 


Bell  System 


T  l.C. 


Bell  BringsThe  World  Closer 


"Insurance  without  support  services 

is  like  a  computer 
without  software." 


Edward  B.  Effrein,  CPCU.  CLU 
Independent  Insurance  Agent 
Astro  National  Incorporated 
Oak  Brook,  IL 


'In  either  case,  you've  got  to  have  a 
total  package  to  get  the  best  value. 
With  insurance,  the  total  package 
includes  not  only  price  and  cover- 
age, but  also  support  services. 
Major  insurance  companies  I  repre- 
sent, like  CNA,  offer  competitive 


prices  and  up-to-date  coverages.  In 
addition,  they  pay  claims  fairly  and 
provide  the  support  I  need  to  help 
control  losses  for  my  clients.  I 
believe  these  support  services  are 
essential  in  providing  my  clients 
with  the  best  insurance  value." 


INSURANCE  FROM 


Judge  us  by  the  agents  who  represent  us 


CNA  Insurance  Companies/CNA  Plaza/Chicago,  IL  60685 


This  isnt  a  good  year  at  giant  Bank  of  America.  Beneath  the 
surface,  however,  Sam  Armacost  is  rattling  doors  to  awaken 
BofA's  enormous  competitive  potential  in  financial  services. 


The  logical  leader 


By  John  Merwin 


While  its  giant  New  York  ri- 
val Citicorp  is  doing  well 
(earnings  up  63%  so  far  this 
year),  San  Francisco-based  Bank- 
America's  earnings  are  tumbling — 
down  31%  in  1981,  to  $445  million, 
down  again  6%  in  the  first  nine 
months  of  1982,  to  $340  million.  The 
main  reason  for  the  earnings  declines 
is  the  bank's  abundance  ($9.8  billion 


worth)  of  long-term,  fixed-rate  mort- 
gage loans,  which  are  being  funded  by 
high-cost,  short-term  deposits.  BofA's 
huge  portfolio  of  foreign  loans,  some 
troubled,  is  another  concern. 

Passing  troubles?  To  a  degree,  yes. 
A  continued  decline  in  money  market 
interest  rates  would  make  the  mort- 
gage portfolio  profitable  once  again, 
and  BankAmerica  is  confident  that 
international  loans  will  be  worked 
out  without  serious  loss  (see  box.  p. 


164)  But  the  real  problem  at  Bank- 
America  is  domestic,  particularly  at 
home  in  the  California  division,  long 
the  crown  jewel  of  the  world's  largest 
bank.  This  is  a  problem  not  so  easily 
fixed.  Domestic  banking  accounts  for 
57%  of  BofA's  $94  billion  in  loans. 
Retail  contributes  more  than  half  of 
BankAmerica's  earnings,  and  most  of 
that  comes  from  the  California  divi- 
sion's 1,090  branches. 
In  short,  the  California  division  is 


BankAmerica  President  Samuel  //.  Armacost 
Shaking  the  branches. 
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"The  California  division 
took  some  earnings  by  liq- 
uidating [market]  share 
points,"  says  Armacost  with 
undisguised  contempt.  "It 
could  have  responded  much 
more  vigorously  to  the  threat 
of  independent  banks." 


BankAmerica's  most  important  weap- 
on in  the  battle  for  consumer  banking 
now  being  fought  among  Merrill 
Lynch,  Sears,  Shearson/American  Ex- 
press, money  market  funds  and  na- 
tional rivals  such  as  Citicorp.  BofA  is 
sadly  out  of  shape  for  the  contest. 
Overstaffed  and  complacent  as  a  re- 
sult of  50  years  of  operating  as  a  regu- 
lated taker  of  low-interest  retail  de- 
posits, BofA's  California  division  to- 
day hobbles  the  bank  with  overhead 
costs  that  are  proportionally  double 
those  of  its  deposit-sapping  rivals,  the 
money  market  mutual  funds. 

In  short,  BofA  is  in  trouble — and 
not  just  short-term  trouble. 

It  has  been  a  lackadaisical  competi- 
tor in  the  new  world  of  financial  ser- 
vices. Last  year,  when  Individual  Re- 
tirement Accounts  were  liberalized 
by  Congress,  BofA's  branch  system 
could  bring  in  only  27%  of  the  Cali- 
fornia total  of  IRA  accounts — far  be- 
low the  bank's  market  share  in  other 
financial  products.  Other  banks  saw 
the  obvious  attractions  in  IRAs  as 
long-term  sources  of  funds  (because 
depositors  are  prohibited  from  with- 
drawing money  without  incurring  a 
tax  penalty)  and  went  after  them  more 
aggressively. 

And  now  the  lion  is  at  the  gates  for 
BofA.  Citicorp,  which  has  invested 
more  than  $500  million  over  the  last 
five  years  in  consumer  banking,  re- 
cently acquired  ailing  Fidelity  Savings 
&.  Loan  of  San  Francisco  after  agreeing 
to  pour  in  what  may  eventually 
amount  to  more  than  $200  million  of 
equity  capital.  Fidelity's  81  branches 
are  a  readymade  California  beachhead 
for  Citicorp,  which  promptly  appoint- 
ed its  innovative  former  head  of  up- 
state New  York  branches,  Betty  Sue 
Peabody,  to  the  top  job  at  Fidelity. 
Peabody  is  a  consumer  banking  whiz, 
having  developed  special  small  sav- 
er's certificates  for  Citi  while  also  in- 
creasing the  bank's  student  loan  port- 
folio nearly  tenfold,  to  $800  million. 

But  don't  write  off  BofA:  If  there  are 
problems,  there  are  also  opportuni- 
ties. The  San  Francisco-based  bank 
holding  company  has  a  customer  base 
that  its  rivals  covet:  4.2  million  cus- 
tomers and  10  million  to  11  million 
accounts  in  the  California  market, 
some  35%  of  all  banking  transactions 
in  the  nation's  most  populous  state. 
Bank  of  America  has  more  retail  loca- 
tions than  its  two  largest  in-state 
competitors — Security  Pacific  and 
Wells  Fargo — combined.  Its  branch 
system  is  larger  than  those  of  the  four 
largest  New  York  retail  banking  oper- 
ations put  together.  Gauged  by  assets, 
$121  billion  domestically  oriented 
BankAmerica  dwarfs  any  national 


Armacost's  BankAmerica  team,  (front) 
(back)  Stephen  McLin,  strategic  plan- 


competitor,  except  $119  billion  Citi- 
corp, which  has  most  of  its  loans  over- 
seas. BankAmerica's  assets  are  nearly 
twice  those  of  giant  Prudential  Insur- 
ance, or  the  combined  assets  of  Sears, 
Merrill  Lynch  and  Shearson/ 
American  Express. 

The  task  of  realizing  this  potential 
has  fallen  to  43-year-old  Samuel  H. 
Armacost,  a  Stanford  M.B.A.  who  is 
acknowledged  by  rivals  as  a  keen, 
conceptual  thinker  and  a  willing  risk- 
taker  in  the  mold  of  innovative 
founder  A.P.  Giannini  himself.  Arma- 
cost was  named  president  and  chief 
executive  of  BankAmerica  20  months 
ago.  He  has  already  shaken  the  giant 
organization  to  its  roots. 

His  first  order  of  business  has  been 
domestic,  particularly  the  California 
division.  Armacost  has  reversed  the 
policy  of  protecting  short-term  profit- 
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ability  at  the  expense  of  market  share 
that  led  BofA  in  the  last  15  years  to 
surrender  five  points  of  its  former 
40%  market  share  to  domestic  com- 
petitors, particularly  small  startups. 
"The  California  division  took  some 
earnings  by  liquidating  [market]  share 
points,"  says  Armacost  with  undis- 
guised contempt.  "It  could  have  re- 
sponded much  more  vigorously  to  the 
threat  of  independent  banks  in  Cali- 
fornia, for  example.  As  an  institution, 
it  became  complacent  about  the  qual- 
ity of  service  it  was  providing." 

No  more.  Armacost  has  things 
moving  now,  having  bumped  former 
.division  leadership  to  install  two  of 
his  own  men,  Executive  Vice  Presi- 
dents James  Wiesler  and  James  Mis- 
coll,  to  redirect  the  branch  system.  He 
authorized  a  massive  advertising  blitz 
and  rode  the  branches  hard  this  year 


to  sell  more  IRAs.  Among  California's 
major  banks,  BofA  is  taking  41%  of 
IRA  money,  vs.  27%  last  year. 

He  has  turned  his  attention  force- 
fully to  equipping  BofA  with  auto- 
matic teller  machines — ATMs.  Here 
the  big  bank  was  notoriously  behind 
competing  California  banks.  The  rea- 
son? That  old  bottom-line  focus. 
When  first  installed,  individual  ma- 
chines are  a  drag  on  earnings.  Califor- 
nia division  managers,  wishing  to  do 
nothing  to  disturb  their  showing  of 
profitability  before  BofA's  previous 
management,  resisted  the  machines. 
But  under  Armacost,  BofA  has  moved 
with  awesome  speed,  installing  400 
machines  in  the  last  two  years,  at 
$40,000  a  copy,  and  is  still  installing 
them  hand  over  fist.  Once  the  ma- 
chines' popularity  and  use  increase 
beyond  10,000  to  12,000  transactions 


a  month,  they  pay  for  themselves  by 
allowing  personnel  cuts.  BofA's  per- 
sonnel costs  rose  prodigiously  over 
five  years,  as  its  employee  rolls  ex- 
panded from  73,000  in  1977  to  last 
year's  87,500.  The  expansion  did 
nothing  for  profitability — Citicorp 
netted  about  $9,000  for  each  of  its 
58,000  employees  in  1981,  compared 
with  BofA's  $5,000  per  employee. 
This  year,  however,  BofA's  employee 
count  is  dropping  as  the  California 
division  alone  reduced  its  rolls  4.5% 
to  35,300,  all  by  attrition. 

The  ATMs'  real  payoff  is  in  lower- 
ing transaction  costs,  which  allows  a 
bank  to  price  financial  products  more 
attractively — adding  a  mite  of  interest 
on  a  deposit  certificate,  say,  or  shav- 
ing a  mite  on  a  car  loan.  The  ma- 
chines are  particularly  suited  to  BofA, 
because  its  local  market  share  practi- 
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BofA's  overweight  branch  system 
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BankAmerica's  net  operating  in- 
come— the  bank's  revenues  less  its 
interest  expense — has  been  climbing 
while  pretax  earnings  are  diving. 
Why?  Principal  culprits  are  BofA's 
personnel  and  occupancy  expenses, 
which  have  risen  sharply  in  the 
bank's  1,090-branch  system.  Person- 
nel costs — especially  at  the  bottom 
rungs — have  accelerated  as  the  bank 
tried  to  prevent  nonbank  competitors 
from  hiring  away  its  clerical  employ- 
ees. Real  estate  costs — half  of  branch 
sites  are  leased — climbed  sharply  in 
California's  hot  real  estate  market. 


Percent  of  net  operating  income 
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"First  six  months 


cally  guarantees  high-volume  ma- 
chine use.  Bof  A,  thus,  should  have  the 
lowest-cost  machine  transactions  in 
California. 

Armacost  politely  calls  all  this  "ad- 
justing" the  culture. 

That  traditional  BofA  culture,  says 
boss  of  retail  banking  fames  Wiesler, 
was  "a  big  bureaucracy  where  people 
were  motivated  by  a  civil  servant's 
approach  toward  salary  and  adminis- 
tration." It  was  not  called  bureaucra- 
cy, of  course.  It  was  called  the  Gian- 
nini  family  tradition.  The  bank  has 
not  had  a  layoff  in  memory  and  only 
rarely  does  it  fire  people  for  poor  per- 
formance. Instead,  it  finds  another  job 
in  the  empire  for  underachievers, 
which  means  Bank  of  America  has 
more  than  its  share  of  deadwood  in 
the  ranks. 

But  security  has  its  price — BofA 
wages  were  gauged  near  the  bottom  of 
the  field.  In  the  late  1970s  many  mid- 
level  managers,  boosted  by  solid  BofA 
training,  hired  on  with  competitors, 
sometimes  at  double  the  salary.  Now 
Armacost  has  pledged  to  raise  incen- 
tives for  BofA's  producers,  and  he  isn't 
losing  any  sleep  over  defectors.  In- 
stead, he  is  breaking  with  tradition  to 
leaven  management  with  top  recruits 
from  American  Express  (real  estate 
manager),  American  Airlines  (elec- 
tronic banking)  and  IBM  (personnel 
director). 

What  BofA  wants,  says  Senior  Vice 
President  Stephen  McLin,  are  manag- 
ers, not  administrators.  "An  adminis- 
trator is  somebody  who  enforces  poli- 
cies others  dreamed  up  20  or  30  years 
ago,"  says  McLin.  "A  manager  is  a  guy 
who  figures  out  how  to  get  things 
done." 

McLin,  35,  is  beefing  up  the  bank's 


strategic  planning.  He  has  spent  $1.5 
million  on  a  planning  document  that 
charts  BofA's  new  approach  to  mar- 
kets and  to  products.  (Around  BofA's 
headquarters  these  days  bankers 
sound  more  like  manufacturers,  talk- 
ing, as  one  did  recently,  of  "how  many 
products  we  can  drive  off  that  con- 
sumer base.")  When  banks  were  sub- 
sidized by  5.25%  savings  deposits,  ex- 
plains McLin — who  holds  degrees  in 
engineering  and  business — there  was 
less  urgency  to  know  what  various 
services  cost  or  which  products  were 
the  real  moneymakers.  Now  that 
much  of  the  formerly  cheap  money 
has  fled  to  higher-paying  instru- 
ments— $7  billion  from  BofA's  once- 
cheap  deposit  horde — the  bank  has  re- 
sponded with  cost  accounting  sys- 
tems and  marketing  surveys. 

One  conclusion  already  derived 
from  the  research  is  that  BofA's  1,090- 
branch  network  contains  too  many 
full-service  branches.  The  bank's 
proud  boast  used  to  be,  "A  branch 
within  a  mile  and  a  half  of  almost  every 
Californian."  But  this  became  a  prob- 
lem in  recent  years  as  personnel  and 
occupancy  costs  (half  of  the  branches 
are  leased)  have  surged  upward. 

That's  a  bad  sign,  because  these  are 
expenses  the  bank  is  supposed  to 
have  control  over,  as  opposed  to  in- 
terest expense,  which  depends  on  the 
marketplace.  In  1981  BofA's  nonin- 
terest  expenses  rose  15.3%  to  $2.6 
billion,  as  earnings  fell  to  their  lowest 
level  since  1977.  This  year  personnel 
expense  growth  is  slowing,  but  real 
estate  and  equipment  expenditures 
are  rising  at  25%.  Armacost's  solu- 
tion is  not  so  much  to  close 
branches — although  some  undoubt- 
edly will  be  closed — as  to  slash  costs 


Sources:  Keefe,  Bruyette  a)  Woods;  Sheshunoff  a>  Co. 


by  "reconfiguring"  the  system  into 
clusters.  There  will  be  fewer  full-ser- 
vice branches,  and  those  will  be  sup- 
ported by  smaller,  outlying  deposit- 
gathering  offices,  plus  more  ATMs, 
which  will  have  low  marginal  costs 
because  support  systems  are  already 
in  place. 

As  a  result,  BofA  today  is  making 
better  use  of  its  personnel  by  station- 
ing consumer  loan  specialists,  such  as 
mortgage  lending  officers,  only  at  cer- 
tain branches.  Location  isn't  the  pri- 
mary factor  in  such  transactions,  the 
banker's  research  found.  Service  is.  In 
highly  mobile  California,  a  real  estate 
agent  will  drive  10  to  20  miles  in 
order  to  do  business  with  a  knowl- 
edgeable mortgage  lender,  rather  than 
take  what  the  local  branch  officials, 
who  may  not  be  so  well-informed, 
have  to  offer. 

The  same  goes  for  business  lending. 
BofA  discovered  that  85%  of  its  mid- 
dle market  lending — companies  with 
sales  of  $5  million  to  $115  million — 
was  being  done  through  only  172  of 
its  1,090  branches,  underscoring  how 
inefficient  the  branch  system  is.  The 
bank  now  is  trying  to  work  out  how 
better  to  serve  that  business  market, 
which  is  all  the  more  important  these 
days  when  big  corporations  raise 
money  with  commercial  paper  and 
reduce  their  loan  demand  at  the  bank. 
California's  market  of  midsize  busi- 
ness firms  numbers  7,900,  one  of  the 
U.S.'  largest  totals.  That's  all  the 
more  reason  to  become  the  low-cost 
producer,  says  Armacost,  eyeing  the 
lending  competition  coming  in  from 
out  of  state. 

When  it  took  time  to  study  the  mat- 
ter, BofA  found — as  have  other  banks 
before  it — that  maintaining  1.7  mil- 
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lion  passbook  savings  accounts  with 
balances  of  less  than  $100  is  costly. 
Last  year  it  started  charging  fees  for 
maintenance  of  low-balance  checking 
and  savings  accounts,  shocking  many 
of  the  little  customers  on  whom 
Giannini  built  the  bank.  Result:  Fees 
on  deposit  accounts  surged  38%  last 
year,  to  $128  million. 

On  the  other  hand,  passbook  sav- 
ings accounts  are  highly  prized  depos- 
its because  of  the  inertia  of  individ- 
uals. BofA  officials  report,  with  be- 
mused delight,  that  the  bank  has  a 
surprising  number  of  5^4%  savings  ac- 
counts with  balances  well  over  $1 
million.  Nor  is  this  year's  advertising 
blitz  to  attract  IRA  accounts  an  isolat- 
ed event.  Such  30-  to  60-day  single 
product  media  campaigns  are  becom- 
ing commonplace  at  BofA,  as  the  bank 
starts  thinking  more  like  Procter  &. 
Gamble.  "Traditionally,  liabilities  [a 
bank's  deposits]  walked  in  the  door," 
explains  Treasurer  Robert  Frick.  "We 
only  had  to  go  out  and  push  loans. 
Now  we're  driving  just  as  hard  for 
liability  products." 

BofA  took  a  big  step  forward  into 
financial  services  last  year  by  acquir- 
ing the  nation's  largest  discount 
broker,  Charles  Schwab  &  Co.,  for  2.2 
million  shares,  worth  $48  million  at 
today's  $22  price.  (Shortly  after  BofA's 
move  with  Schwab,  Citicorp  conclud- 
ed a  joint  venture  with  number-three 
discount  broker  Quick  &  Reilly.)  Says 


McLin,  who  dreamed  up  BofA's  deal, 
"Schwab  is  the  ultimate  scale-related 
business,  the  kind  of  business  bank- 
ing will  become.  During  the  recent 
hot'  stock  market  Schwab's  trading 
tripled,  yet  its  costs  only  went  up 
30%  to  40%." 

In  going  whole  hog  after  consumer 
business  at  home,  major  banks  and 
other  financial  institutions  are  a  little 
like  the  major  oil  companies  that 
turned  back  to  the  U.S.  in  the  early 
1970s  as  nationalization  and  uncer- 
tainty dried  up  opportunities  abroad. 
The  great  1970s  wave  of  international 
lending  growth  has  now  run  its  course 
and  run  into  trouble  (Forbes,  Oct.  11). 
Bankers  accordingly  see  their  future 
growth  markets  in  the  U.S.,  but  they 
must  be  wary  of  a  new  hazard — defla- 
tion. "Managing  in  a  world  of  defla- 
tion," says  Armacost,  "is  more  diffi- 
cult, particularly  when  you  hold  col- 
lateral." Besides  making  commercial 
loans  riskier,  deflation  will  cut  infla- 
tion-fed inventory  loan  demand  from 
12%,  say,  to  only  5%. 

The  turn,  then,  is  to  the  consumer, 
the  broad  middle-class  mass  of  cus- 
tomers, for  banking,  insurance,  in- 
vestments, financial  planning  and  so 
forth.  Bank  of  America — founded  in 
1904  by  Giannini  as  the  little  fellow's 
bank — was  ironically  late  in  coming 
to  this  realization.  Walter  Wriston's 
Citicorp  endured  criticism  in  the  late 
Seventies  for  sacrificing  earnings  to 


BankAmerica's  disappearing  spreads 


Enthusiastic,  fixed-rate  lending  has  cost  BofA  dearly.  While  California's 
economy  sizzled,  BofA  doubled  its  consumer  loan  volume.  Money  costs 
rose,  leaving  the  bank  with  losses  in  its  slow-turning  mortgage  portfolio 
and  narrowed  spreads  in  faster-turning  consumer  installment  loans. 
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Biggest  or  best? 

While  BankAmerica  tops  cross 
country  rival  Citicorp  by  most 
standards  of  sheer  size,  it  falls 
short  by  more  meaningful  mea- 
sures— productivity  of  its  people, 
assets  and  net  income. 
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Return  on  assets 


.85% 
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Net  income  ({millions) 
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As  reinsurers,  we  assume  risks  originally  underwritten  by  other 
insurance  companies. 

Innovative  underwriting  and  sound  reserving  practices — based  on 
the  largest  block  of  long-term  reinsurance  data  in  the  United  States — 
extend  the  capacity  of  the  reinsured  company  to  write 
more  insurance  and  reach  new  financial  goals. 

The  General  Re  Group  offers  reinsurance, 
insurance  and  related  services  throughout  the  world. 
Our  stock  is  traded  on  the  New  York  Stock  Exchange 
under  the  symbol  GRN. 

America 's  Largest  Reinsurer 
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General  Re  Corporation,  Greenwich,  Connecticut 

Atlanta.  Chicago.  Columbus,  Dallas.  Des  Moines,  Hartford,  Houston,  Kansas  City.  Los  Angeles.  New  York,  Philadelphia,  San  Francisco,  Seattle,  Washington,  D  C 
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Meeting  Japan's  Challenge 


Not  yet.  But  Japan  could  close  the  gap  if  Americans  don't  try  harder 

The  fact  is,  the  Japanese  are  graduating  more  engineers;  they're  doing  more 
ationally-coordmated  and  funded  engineering;  and  they're  also  upgrading  their  well- 
no  wn  ability  to  implement  the  designs  of  others  with  a  quality  accent. 

Yet  in  high  technology  electronics,  Americans  are  both  the  creators  and  leaders, 
nd  companies  like  Motorola  intend  to  keep  it  that  way 

For  example,  take  the  microprocessor  —  a  tiny  chip  of  silicon  containing  all  the  logic 
rcuits  of  a  computer  First  invented  by  our  U.S.  competitor,  Intel,  4-bit  microprocessors 
^e  the  logic  brains  for  calculators  and  appliance  controls.  More  complex  8-bit  micro- 
rocessors  are  used  in  applications  like  electronic  games,  or  to  improve  fuel  economy 
id  reduce  pollution  in  automobiles,  to  mention  a  few. 

Most  of  these  microprocessors  and  their  computers  were  created  by  Americans. 

Now  the  American  semiconductor  industry  has  given  birth  to  the  16-bit  micro- 
rocessor— a  whole  new  generation  that's  up 
)  ten  times  more  complex  and  powerful  than 
5  predecessors.  In  fact,  a  16-bit  microproc- 
5Sor  has  the  capability  of  controlling  an 
stounding  128,000,000  pieces  of  information. 

These  16-bit  microprocessors  were 
eveloped  and  introduced  by  American  manu- 
eturers.  Motorola's  own  version  —  MC68000 
-is  widely  acknowledged  to  have  the  most 
?rsatile  computer  architectural  structure. 
du'11  find  it  in  new  kinds  of  products  never 
sfore  economically  practical:  machines  and 
struments  that  talk,  listen  and  respond;  auto- 
.atic  production  equipment  that  manufactures 
ith  higher  precision  and  greater  productivity; 
nail  home  computers  as  powerful  as  large 
jsiness  computers  built  only  five  years  ago. 

And  as  innovative  as  these  products  are, 
3w  generations  of  microprocessors  continue  to  open  the  realms  of  what's  possible.  For 
stance,  we  have  announced  a  32-bit  version  of  the  MC68000  that  is  the  world's  first  fully 
Dwardly  compatible  version  of  an  earlier  16-bit  sister  machine.  But  that  is  not  the  point. 

The  point  is  that  innovation  and  imagination  in  this  field,  as  in  others,  is  American, 
is  from  this  solid  innovation  base  that  we  must  meet  Japan's  challenge.  As  competition 
r  world  markets  becomes  more  intense,  it's  this  good  old  Yankee  ingenuity  that  will 
3ep  us  out  front. 

MGTGfROLA  A  World  Leader  in  Electronics 
Quality  and  productivity  through  employee  participation  in  management. 

182  Motorola  Inc  Motorola  and(W)are  registered  trademarks  of  Motorola.  Inc 


A  single  engineering  dra  wing  for  the  MC68000  covers  an 
entire  wall  Yet  the  actual  microprocessor  is  only  about 
1/4  inch  square. 


build  electronic  consumer  banking 
capability.  But  BankAmerica  still  has 
what  Citi  and  Sears  and  Pru  and  Mer- 
rill and  the  rest  of  the  newcomers 
only  dream  of — the  enormous  finan- 
cial customer  base,  35%  of  the  Cali- 
fornia market  in  most  products. 

BankAmerica's  top  people  are  in  no 
doubt  of  the  value  of  their  market. 
They  see  Citi's  venture  with  Fidelity 
not  as  the  spearhead  of  much-talked- 
about  nationwide  banking,  but  as  a 
grab  for  the  lucrative  California  mar- 
ket. "We  could  probably  buy  every 
savings  bank  in  New  York,"  says 
BofA  Chairman  Leland  S.  Prussia, 
"but  we  don't  think  that's  an  exciting 


tnarket,  as  Citi  thinks  California  is. 
They're  right,  too."  Prussia  ticks  off 
the  big  state's  attractions:  population 
growth,  rich  consumer  demand, 
bright  economic  prospects  and  the  in- 
creasing growth  of  export-import 
business  with  thriving  Asia. 

Only  a  year  and  eight  months  into 
the  job,  Armacost,  son  of  a  former 
California  college  president,  has  the 
big  organization  thinking  innovation 
as  it  has  not  since  the  introduction  of 
the  BankAmericard  (now  Visa)  20 
years  ago.  Can  he  put  the  fire  back 
into  this  giant  organization?  "It's  go- 
ing to  take  longer  to  get  some  of  the 
things  done  than  I  thought  at  the  out- 

Long  term  debtors 


set,"  Armacost  concedes.  "I  have 
learned  that  a  lot  of  people  like  to  talk 
about  change,  but  lots  of  people  don't 
want  to  undergo  change." 

In  short,  it's  not  easy  to  turn  around 
a  company  this  size.  But  that's  one 
reason  Bof A's  directors  reached  so  far 
down  into  the  ranks  to  pick  a  relative- 
ly young  CEO.  It  was  a  way  of  shak- 
ing up  the  bureaucracy,  a  way  of  let- 
ting it  be  known  that  the  new  boss  is 
going  to  be  around  a  long  time.  Better 
pay  him  attention — Sam  Armacost  is 
going  to  make  a  difference.  He  is  too 
competitive  an  individual  to  accept 
permanent  second  place  in  earnings 
to  New  York's  Citicorp.  ■ 


While  Sam  Armacost  might  like  to  concentrate  on 
remodeling  Bank  of  America's  California  empire, 
he  is  being  dogged  by  questions  about  BofA's  foreign 
loans — particularly  its  loans  to  Mexico.  About  $2.25 
billion  of  Mexico's  $80  billion  foreign  debt  is  owed  to 
Bank  of  America.  That  is  roughly  8%  of  the  bank's 
foreign  loan  portfolio,  equal  to  about  half  the  bank's 
equity  and  nearly  four  times  its  current  loan  loss 
reserves. 

Mexico  has  suspended  repayment  of  principal  and  is 
struggling  to  pay  the  interest.  Mexico's  president  has 
criticized  the  international  banks,  and  the  current  head 
of  Mexico's  central  bank  has  spoken  in  the  past  of 
default  as  an  option.  What  is  really  happening? 

BofA,  a  major  lender  to  Mexico  for  many  decades,  has 
its  loans  divided  between  government  and  private- 
sector  credits,  with  an  edge  to  the  government  side. 
The  bank  reports  that  the  Mexican  government's  inter- 
est payments  are  being  made  in  full,  on  schedule. 
Interest  payments  on  private-sector  loans  are  overdue, 
bank  officials  concede,  apparently  because  the  Mexi- 
can government  has  been  slow  to  authorize  dollar 
transfers  out  of  the  country. 

Is  Bank  of  America  facing  Mexican  loan  writeoffs? 
Armacost  bridles  at  the  question.  "We're  not  going  to 
write  them  off,"  he  barks.  "That's  a  naive  question. 
That's  one  of  the  problems  with  all  the  reports  about 
LDC  [less-developed  country]  lending.  They  are  not 
going  to  repudiate  their  debt." 

Perhaps  not.  On  the  other  hand,  they  aren't  paying 
down  the  debt  either.  The  banker's  reaction,  however,  is 
relatively  mild.  BofA's  loan  policy  committee  chair- 
man, Lloyd  Sugaski,  concedes  the  bank  will  suffer  losses 
in  private-sector  Mexican  loans  but  says,  "We  have  no 
doubt  that  in  the  long  run  Mexico  will  get  straightened 
out  and  meet  its  obligations."  BankAmerica  Chairman 
Lee  Prussia  adds,  "Countries  are  different  from  individ- 
uals. We  can  go  bankrupt  and  disappear.  Countries  can't 
do  that.  It  isn't  a  practical  solution." 

What  Prussia  means  is  that  the  borrowing  nation  is 
stuck  with  the  system  just  as  much  as  the  bank.  A 
default  by  a  country,  such  as  Mexico,  would  immedi- 
ately imperil  its  participation  in  international  com- 
merce. No  more  Yanquis  selling  consumer  goods  or 
food  to  Mexico,  but  no  more  Mexican  oil  selling  on 
world  markets,  or  Aeromexico  planes  landing  in  Texas, 


either.  So  the  bankers  and  the  countries  work  the  loan 
out — to  use  the  bankers'  phrase — over  the  long  term. 

Bank  of  America  has  loans  to  other  financially  trou- 
bled sovereign  borrowers — notably  Poland,  Rumania 
and  Argentina — in  its  $28  billion  foreign  loan  portfolio, 
which,  to  be  sure,  is  less  than  half  its  total  loans  of  $72- 
billion.  The  question  arises  why  the  banks  were  so 
eager  to  lend  all  that  money  to  such  borrowers.  The 
interest  spreads,  even  in  the  good  days  over  a  decade 
ago,  were  somewhat  less  than  could  be  had  in  domestic 
lending. 

The  answer  in  BofA's  case  is  that  by  the  Sixties  the 
big  San  Francisco-based  bank  had  about  as  much  Cali- 
fornia business  as  it  could  handle,  and  it  needed  to 
spread.  It  built  up  its  lending  to  national  corporations, 
but  found  the  big  companies  needed  foreign  market 
expertise  as  well.  And  here  BofA  trailed  the  New  York 
crowd,  notably  Citicorp  and  Chase  Manhattan,  which 
had  opened  up  worldwide  markets  decades  earlier.  So, 
focusing  its  massive  energies  then,  as  it  now  is  doing 
again  in  California  (see  story),  BofA  in  the  Sixties  and 
Seventies  built  a  network  that  today  spans  more  than 
90  countries.  The  bank's  international  division  was,  in 
fact,  the  path  that  Sam  Armacost  took  to  the  top  of  the 
organization,  working  as  head  of  the  European,  Middle 
Eastern  and  African  divisions. 

And,  current  questions  notwithstanding,  it  remains 
for  the  most  part  a  good  business.  BankAmerica  execu- 
tives admit  that  international  bankers  misjudged  the 
credit  risks  in  LDC  lending.  They  report  that  the  risk  is 
now  being  built  into  foreign  loan  rates,  widening 
spreads,  which  in  recent  years  have  become  anemic. 
Bank  of  America's  spread  on  foreign  loans  was  a  slender 
1.77%  in  the  first  half  of  1982,  compared  with  4.28%  in 
its  domestic  lending. 

Still,  the  bank  seems  to  stub  its  toe  overseas  occa- 
sionally. In  blind  bidding  last  year  to  purchase  Argenti- 
na's 13th-largest  private  bank,  BofA  bid  $150  million 
for  the  ailing  operation.  It  "won,"  but  the  second-place 
bid  was  only  $30  million.  BofA  officials  maintain  the 
Argentine  government  would  not  have  authorized  sale 
of  the  60-branch  Banco  Internacional  for  less  than  $75 
million.  And  yes,  they  say,  the  Argentine  investment 
will  pay  off — in  the  long  term. 

Is  it  any  wonder  that  California  auto  and  credit  card 
loans  look  good  to  U.S.  bankers  these  days? — J.M. 
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All  of  these  Bonds  having  been  sold,  this  announcement  appears  as  a  matter  of  record  only 

In  the  opinion  of  Bond  Counsel,  interest  on  the  Series  A  Bonds  is  exempt  from  all  present  Federal  income  taxes 
under  existing  laws,  regulations,  rulings  and  judicial  decisions  and  the  Series  A  Bonds  and  the  income 
thereon  are  exempt  from  income  taxation  under  existing  Florida  law,  except  as  to  taxes  imposed  by 
Chapter  220,  Florida  Statutes,  on  interest,  income  or  profits  on  debt  obligations 
owned  by  corporations,  as  defined  in  Chapter  220,  Florida  Statutes 

New  Issue  /  November,  1982 

$100,000,000 

Dade  County,  Florida 

Sales  Tax  Revenue  Bonds,  Series  A 

Dated:  October  1,  1982 
Due:  October  1,  as  shown  below 

Interest  on  the  Series  A  Bonds  is  payable  semi-annually  on  April  1  and  October  1,  in  each  year,  commencing 
April  1,  1983.  The  Series  A  Bonds  are  issuable  as  coupon  bonds  in  the  denomination  of  $5,000.  registrable  as  to 
principal  only  or  as  to  both  principal  and  interest  Principal  of,  premium,  if  any,  and  interest  on  the  Series  A  Bonds 

are  payable  at  Chemical  Bank,  New  York,  New  York. 

The  payment  of  the  principal  of  and  interest  on  the  Series  A  Term  Bonds  maturing  October  1,  2002  will  be 
insured  by  a  municipal  bond  insurance  policy  to  be  issued  by  the  Municipal  Bond  Insurance  Association 

simultaneously  with  the  delivery  of  the  Series  A  Term  Bonds. 

AMOUNTS,  MATURITIES  AND  INTEREST  RATES 

$41,410,000  Serial  Bonds 


Principal 

Interest 

Principal 

Interest 

Amount 

Maturity 

Rate 

Amount 

Maturity 

Rate 

$2,070,000 

1984 

8.00% 

$3,395,000 

1990 

9.50% 

2,235,000 

1985 

8.25 

3,720,000 

1991 

9.75 

2,415,000 

1986 

8.50 

4,080,000 

1992 

10.00 

2,625,000 

1987 

8.75 

4,490,000 

1993 

10.25 

2,850,000 

1988 

9.00 

4,950,000 

1994 

10.50 

3,110,000 

1989 

9.25 

5,470,000 

1995 

10.75 

$58,590,000  105/8%  Term  Bonds  due  October  1,  2002 

Price  of  all  Bonds:  100% 

(Accrued  interest  to  be  added) 


The  Series  A  Bonds  were  offered,  issued  and  received  by  the  Underwriters,  with  the  unqualified 
approval  of  legality  by  Kutak  Rock  &  Huie,  Omaha,  Nebraska  and  Fine  Jacobson  Block  Klein  Colan  &  Simon, 
PA,  Miami,  Florida,  Bond  Counsel  Certain  matters  were  passed  upon  for  the  Underwriters  by  their 

counsel,  Haynes  &  Miller,  Washington,  D  C. 


E.F.  Hutton  &  Company  Inc. 

Shearson/American  Express  Inc. 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Taxing  Matters 


From  Japan  to  Brazil,  from  China  to  Ire- 
land, the  taxman  stays  on  your  trail. 

You  can  run, 
but  you 
can't  hide 


out-of-kingdom,  says  Ernst  &  Whin- 
ney  international  tax  partner  Michael 
Henning.  The  Saudis  have  been 
known  to  argue  that  if  a  hospital  is 
being  built  in  Saudi  Arabia,  the  work 
done  on  that  contract  is  taxable  in 
Saudi  Arabia.  Forget  the  fact  that  the 
design  work  was  done  in  the  U.S.;  if 
there  had  been  no  Saudi  hospital,  there 
would  have  been  no  design  work. 

How  do  American  businessmen 
look  upon  all  this?  Miles  Bresee,  a  tax 
manager  for  Bechtel,  says  the  Saudi 
tax  laws  are  really  no  more  difficult  to 
navigate  than  the  "shifting  Potomac 
waters  of  Washington.''  But  if  you 
find  that  you're  running  into  real 
problems,  you  might  take  the  advice 
of  one  Big  Eight  accountant  who  says, 
"The  problem  the  Americans  have  is 
that  they  pay  the  tax,  go  through  all 
the  rules  and  file  the  forms  as  if  they 
were  back  in  the  U.S.  Everybody  else 
pays  off  the  tax  inspector." 


By  Janet  Bamford 
and  Laura  Rohmann 


Saudi  Arabia 

Businessmen  in  Saudi 
Arabia  have  long  joked 
that  the  kingdom  works 
under  the  "shifting 
sands  tax  system."  It  is  hoped  that  the 
Saudis  will  soon  be  working  out  a  new 
tax  treaty  with  the  U.S.  that  will  clear 
up  some  of  the  problems.  But  until 
that  happy  day,  which  could  be  years 
off,  businessmen  will  have  to  walk 
miles  in  the  desert  sand  to  pull  profits 
out  of  the  Saudis'  coffers. 

First,  the  Saudis  don't  believe  it's 
possible  to  lose  money  while  operat- 
ing in  their  country.  If  you  claim  you 
do,  they'll  call  you  a  liar.  The  best  you 
can  hope  for  is  that  they'll  allow  you 
not  to  show  a  profit. 

What's  more,  since  the  Saudis  tax 
contracts  on  a  year-to-year  basis, 
you've  got  a  problem  if  a  profitable 
five-year  contract  turns  sour  in  the 
fifth  year — which  sometimes  happens 
since  the  Saudis  like  to  expand  a  proj- 
ect in  the  last  year.  You've  already 
paid  taxes  for  four  years,  and  you  can't 
carry  back  the  loss  in  the  fifth — if  you 
can  prove  you  have  a  loss,  that  is. 

You  also  won't  see  the  last  10%  of 
the  contract  fee  until  the  Saudis  are 
satisfied  that  they've  been  paid  in  full, 
which  can  take  a  while.  It  can  also  be 
quite  frustrating  with  interest  rates  at 
13%.  If  the  tax  liability  can't  be 
agreed  upon,  the  Saudis  may  just  arbi- 
trarily tax  you  on  a  presumed  15% 
profit.  "That's  a  real  flat  rate  tax  sys- 
tem," jokes  one  accountant.  "We're 
going  to  first  tell  you  the  income, 
then  we'll  apply  the  flat  rate." 

The  most  vexing  problem  is  estab- 
lishing that  some  services  were  done 


Korea 

For  years,  most  coun- 
tries have  welcomed 
U.S.  subsidiaries  with 
open  arms  and  generous 
tax  breaks.  They  were  happy  to  get 
any  investment  they  could  to  provide 
jobs  and  even  up  the  balance-of-pay- 
ments.  But  now  they  are  growing 
more  selective.  Developing  countries 
with  fledgling  industries  are  not  inter- 
ested in  importing  competition  for 
homegrown  companies.  "It's  not  so 
much  a  question  of  who  they  let  in," 
says  Coopers  &.  Lybrand  partner  Rob- 
ert Henrey,  "but  who  they  encourage 
to  come  in." 

Korea,  for  example,  is  trying  to  at- 
tract high-technology  companies, 
with  inducements  like  five-year  tax 
holidays  that  start  when  a  company 


begins  operations  there.  After  the  tax 
holiday  expires,  the  Korean  govern- 
ment will  grant  a  three-year,  50%  re- 
duction of  the  corporate  tax.  But  these 
sweeteners  aren't  available  to  all.  Ko- 
rea will  give  inducements  only  to  ven- 
tures considered  "difficult  for  domes- 
tic enterprises  to  undertake  because 
of  their  limited  capital,  technology 
and  managerial  skill."  Translation: 
No  shoe  factories  or  steel  mills  need- 
ed. Not  surprisingly,  some  of  the  larg- 
est investments  by  U.S.  companies  in. 
Korea  are  electrical  manufacturers 
like  Westinghouse. 

Ireland 

Ireland  has  always  been 
a  favorite  among  com- 
panies seeking  to  re- 
duce their  tax  bills.  The 
recent  attack  on  Puerto  Rican  tax 
shelters  is  likely  to  provide  Ireland 
with  an  even  greater  influx  of  such 
companies. 

"Ireland  is  sort  of  like  the  Puerto 
Rico  of  Europe,"  says  Ernst  &.  Whin- 
ney  international  tax  partner  Michael 
Henning.  "Ireland  has  only  a  10%  tax 
rate  for  manufacturing,  and,  like 
Puerto  Rico,  jobs  is  the  only  defini- 
tion of  manufacturing.  If  you  employ 
people,  you're  manufacturing." 

Of  course,  Puerto  Rico  has  the  asset 
of  being  a  U.S.  commonwealth  whose 
future  tax  policies  can  be  influenced 
through  lobbying.  But  when  Congress 
passed  the  recent  tax  law,  it  restricted 
the  island's  shelter  status  enough  to 
make  Ireland  attractive  by  compari- 
son (Forbes,  Aug.  16).  "People  are  do- 
ing studies  saying,  'What  if  we  put  the 
plant  in  Puerto  Rico?  What  if  we  put 
it  in  Ireland?'  "  says  Henning.  "And 
Ireland  may  be  winning  by  default."  A 
few  companies  now  putting  oper- 
ations in  Ireland:  Hyster,  Nike  and 
General  Semiconductor. 

A  word  to  the  wise  for  those  mak- 
ing the  switch.  Henning  notes  that 
Ireland  is  only  a  tax  haven  if  the  mon- 
ey is  kept  out  of  the  U.S.  Unlike  Puer- 
to Rico,  any  dividends  paid  back  to 
the  U.S.  are  taxable  at  a  46%  rate. 


Brazil 

The  U.S.  may  have  tax 
treaties  with  countries 
like  Zambia,  Sierra 
Leone  and  Malawi,  but 
believe  it  or  not  there  isn't  one  with 
Brazil,  the  largest  country  in  South 
America  and  a  major  site  of  U.S.  in- 
vestment. There  aren't  even  talks 
scheduled  on  the  topic. 

What's  the  trouble?  It  seems  that 
back  in  1967  a  treaty  was  negotiated 
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THE  REAL  NORTHERN  IRELAND: 

Team  work  is  ingrainei 
in  Northern  Ireland's 
technicians  like 
Alan  Douglas. 


Alan  Douglas  is  typical  of  the  bright, 
young  technocrats  who  make  Northern 
Ireland  an  ideal  place  to  invest  capital  and 
produce  high-technology  products  as 
well  as  profits.  Alan  is  Inventory  Controller 
in  the  new  Information  Terminal  Produc- 
tion Unit  at  STC.  a  subsidiary  of  ITT  On 
Saturday  mornings,  he  coaches  local 
youngsters  in  mini-rugby  at  the  nearby 
Carrickfergus  club.  A  graduate  of  the 
Northern  Ireland  Polytech,  Alan  exem- 
plifies the  plentiful  and  welcome  supply 
of  specialists  our  universities  and  technical 
colleges  turn  out. 

STC  General  Manager  Sean  Curran 
says  of  his  unit:  "Neither  new  technology 
nor  old  habits  stand  in  the  way  of  efficient 
and  effective  production." 

Besides  our  skilled  work  force  with  an 
enviable  labor  relations  record.  Northern 
Ireland  offers  American  firms  excellent 
R&D  support  programs,  top-grade  trans- 
portation and  communications  links  to 
the  Common  Market  and  other  parts  of 
the  world,  and  investment  incentives 
which  have  beenjudged  the  best  overall 
in  the  EEC. 

If  you  have  any  doubts  about  how 
smoothly  business  continues  to  function 
today  in  Northern  Ireland,  ask  anyone 
who's  been  here  recently.  Better  yet,  come 
see  for  yourself.  For  further  information, 
contact  Ian  Walters  or  George  Forster  at 
the  Industrial  Development  Board  for 
Northern  Ireland,  New  York  office, 
150  E.  58th  Street,  New  York,  NY  10155. 
Or  call  (212)  593-2258. 


\  11 


Northern 
Ireland  works. 

A  visit  will  convince  you. 

■IDB 

=  Northern 
~  Ireland 


The  marketplace  demands 
trained  minds. 


Manufacturers  Hanover  schools 


I  In  40  countries,  Manufacturers 
n  ver  has  positioned  itself  to  serve 
2 1  aders  of  today  and  tomorrow  with 
3  ad  spectrum  of  credit  and 
I  rial  services. 

iln  Korea,  for  example,  Korean 
i  trial  Leasing  Company,  Ltd.,  an 
i  te  of  Manufacturers  Hanover 
«  ng  Corporation,  provided  $4.6 


million  in  financing,  which  the  govern- 
ment used  to  acquire  presses  to 
print  textbooks. 

Manufacturers  Hanover  Ltd.,  our 
merchant  bank  in  London,  arranged 
two  international  syndicates  which 
raised  $600  million  in  financing  for 
the  Hong  Kong  Mass  Transit  Railway. 

As  the  leading  correspondent 


bank  in  the  world,  Manufacturers 
Hanover  cornerstones  a  network  of 
over  4,600  banks— servicing  global 
financial  needs  of  every  size,  type 
and  scope. 

The  world  leadership  community 
demands  innovative  new  services  and 
Manufacturers  Hanover  is  positioned 
to  supply  them.  Consider  the  source. 


MANUFACTURERS  HANOVER 
The  financial  sourccWorldwide. 


Member  FDIC 


Its  Time  you 
Knew  More  About 

Oklahoma's 
Billion  Dollar 


Energy  Corporation 


We  're  ONEOK  Inc.  (pronounced  one-oak).  Our 
revenues  exceed  one  billion  dollars.  We  have  the  nation's 
7th  ranking  integrated  natural  gas  utility  —  Oklahoma 
Natural  Gas  Company.  We're  active  in  oil  and  gas 
exploration  and  production,  natural  gas  liquids  extraction, 
and  more.  ONEOK.  Our  NYSE  symbol  is  OKE.  Perhaps 
it's  time  you  knew  more  about  us.  Ask  your  broker. 


ONEOK 


For  our  Annual  Report,  write:  P.  O.  Box  871,  Tulsa,  OK  74102 


Taxing  Matters 


by  the  Treasury  and  State  depart- 
ments, but  the  Senate  wouldn't  allow 
it.  That's  because  Brazil  wanted  a  7% 
tax  credit  for  U.S.  firms  that  set  up 
shop  there.  What's  wrong  with  that? 
fust  that  the  Brazilians  wanted  the 
U.S.  to  foot  the  bill  for  the  incentives. 
Although  the  Treasury  was  willing, 
the  Senate  turned  thumbs  down.  Bra- 
zil wouldn't  budge  either. 

Did  Brazil  have  reason  to  hope  for 
such  a  one-sided  provision?  Well,  ac- 
cording to  Marcia  Field,  an  economist 
with  the  Treasury's  international  tax 
office,  comparable  agreements  exist 
between  other  pairs  of  nations.  It's 
just  that  the  U.S.  didn't  want  to  ex- 
tend foreign  aid  in  this  form.  Since 
then,  other  countries  have  tried  to  get 
similar  deals  and  the  U.S.  has  not 
agreed  to  any  of  them. 

There  are  drawbacks  for  American 
companies  operating  in  a  country  that 
has  no  tax  agreement  with  the  U.S. 
Double  taxation  is  more  likely,  ac- 
cording to  Field,  since,  if  there  are 
questions  as  to  where  the  income  was 
earned,  the  two  nations  have  no 
mechanisms  for  working  out  prob- 
lems. A  bigger  obstacle  is  the  higher 
Brazilian  tax  on  dividends,  interest 
and  royalties  repatriated  to  the  U.S. — 
25%  rather  than  the  15%  or  so  it 
might  be  if  a  treaty  existed. 

Still,  there  are  considerable  tax  ad- 
vantages to  operating  in  Brazil,  ac- 
cording to  Peter  Peart,  a  Coopers  &. 
Lybrand  partner.  "Income  tax  paid 
there  is  deductible  against  U.S.  in- 
come tax,  and  exporters  can  get  a  40% 
loan  from  the  government,  which  is 
favorable,  considering  the  inflation 
rate  is  100%,"  says  Peart.  A  company 
also  doesn't  have  to  pay  corporate 
taxes  in  Brazil  until  a  year  after  the 
income  is  earned.  Inflation  helps 
there,  of  course.  But  don't  look  for  the 
advantages  a  tax  treaty  would  bring. 
From  all  indications,  there  won't  be 
one  for  a  long  time. 

France 

Is  the  three-martini 
lunch  at  Maxim's 
doomed?  Some  of  the 
first  tax  measures  en- 
acted when  the  Mitterrand  govern- 
ment came  to  power  were  surtaxes  on 
business  expenses  the  government 
considered  luxuries.  A  surtax  of  10% 
was  strapped  on  gifts,  'entertaining 
and  pleasure  boats.  The  measure  was 
proclaimed  temporary,  like  many  of 
Mitterrand's  early  measures. 
But  when  a  new  tax  bill  was  adopt- 


1 


ed  late  last  year,  it  became  clear  those 
surtaxes  were  here  to  stay — with  a 
vengeance.  The  surtax  has  been  hiked 
to  a  punitive  30%  and  will  be  levied 
retroactively  on  1981  expenses.  What 
gets  nailed?  Gifts  over  5,000  francs 
(about  $700),  entertainment  expenses 
over  Fl  0,000  (about  $1,400),  conven- 
tion tabs  that  exceed  F5,000  ($700), 
and  expenses  over  F60,000  ($8,400)  for 
vehicles  and  buildings  not  used  for 
business  (like  residences).  But  here's 
an  interesting  twist:  Those  expenses 
will  be  taxed  only  if  they're  available 
exclusively  to  the  highest-paid  execu- 
tives of  the  company.  So  when  in 
France  be  prepared  to  share  the 
wealth — either  with  Mitterrand  or 
your  associates. 

China 

For  years,  oil  compa- 
nies doing  business  in 
the  Middle  East  have 
faced  the  possibility 
that  their  taxes  overseas  would  be 
considered  royalties  by  the  U.S.,  and 
thus  could  not  be  subtracted  from 
U.S.  taxes. 

Well,  firms  moving  into  China 
should  be  careful  not  to  fall  into  the 
same  expensive  trap.  Fortunately  the 
Chinese  are  being  very  cooperative  in 
this  effort. 

"The  Chinese  government  is  fully 
cognizant  of  the  problems  that  the  oil 
companies  have  experienced  over  the 
past  decade  in  paying  taxes  that  were 
creditable  in  the  Middle  East  and  in 
Indonesia,"  says  a  tax  lawyer  for  one 
oil  company.  The  Peking  government 
has  issued  regulations,  and  one  com- 
pany, Amoco,  has  received  a  private 
ruling  from  the  IRS  that  gives  the 
okay  to  the  Chinese  taxes. 

What's  the  IRS  watching  out  for?  A 
few  of  its  requirements  for  consider- 
ing foreign  taxes  real  taxes:  The  tax 
must  be  based  on  income  actually  re- 
alized by  the  company,  rather  than  on 
an  artificial  price  the  government 
may  set  for  oil  revenue;  the  tax  must 
actually  be  paid  by  the  company;  and 
the  IRS  won't  honor  operating  ex- 
penses as  deductions  if  the  Chinese 
government  disallows  them. 

Canada 

Though  it's  hard  to  be- 
lieve, America's  biggest 
trading  partner,  Can- 
ada, has  a  tax  treaty 
with  the  U.S.  that  is  40  years  old. 

There  are  two  main  stumbling 
blocks  to  ratification  of  a  new  treaty. 
First,  the  Canadians  have  disallowed 
deductions  for  advertising  bought  in 


U.S.  media  by  Canadian  companies. 
Second,  they  are  trying  to  reduce  their 
tax  liability  on  the  sale  of  U.S.  real 
estate.  Instead  of  paying  tax  on  the 
difference  between  the  purchase  price 
and  the  sale  price  of  property,  as  is 
done  in  the  U.S.,  they  want  to  use  the 
fair  market  value  of  the  property  at 
the  date  of  the  treaty,  which  would 
obviously  lower  taxes  dramatically 
for  Canadians.  "In  other  words,"  says 
Ernst  &  Whinney  partner  Michael 
Henmng,  "if  you've  held  the  property 
for  30  years,  you  might  have  very  lit- 
tle basis  in  it,  so  the  gain — and  the 
tax — would  be  enormous.  They  want 
to  say  no,  the  basis  ought  to  be  what 
the  property  was  worth  at  the  time 
you  set  up  this  rule." 

Until  these  issues  are  dealt  with, 
U.S.  corporations  in  Canada  face  un- 
due tax  burdens,  says  Price  Water- 
house  partner  Richard  Hammer.  For 
instance,  the  Canadian  withholding 
tax  is  at  15%,  while  most  U.S.  treaty 
partners  use  a  5%  or  10%  rate.  Can- 
ada also  zealously  taxes  any  business 
done  in  Canada  by  a  foreign  firm,  even 
if  the  firm  has  no  offices  in  the  coun- 
try. And  if  a  Canadian  resident  leaves 
Canada,  he  is  assumed  to  have  sold  all 
his  investments  and  so  must  pay  a 
capital  gains  tax.  If  the  investments 
are  actually  held  and  sold  at  a  later 
date,  the  former  resident  would  prob- 
ably pay  taxes  at  that  time  and  so 
suffer  double  taxation. 


Japan 

For  years,  the  big  buga- 
boo in  international  tax 
has  been  the  issue  of 
transfer  pricing,  in 
which  corporations  save  on  taxes  by 
playing  with  the  value  of  goods  sold. 
But  there  is  one  developed  country 
that  doesn't  seem  to  care  and,  if  any- 
thing, condones  the  use  of  transfer 
pricing:  Japan. 

The  issue  in  any  transfer  pricing 
situation  hinges  on  whether  a  trans- 
action between  a  parent  company  and 
its  foreign  subsidiary  had  the  same 
results  as  would  an  "arm's  length" 
transaction  between  two  separate 
companies.  Suppose,  for  example,  a 
U.S.  manufacturing  company  sells  a 
widget  that  costs  60  cents  to  make  to 
an  overseas  distribution  subsidiary  for 
$1.00,  and  the  subsidiary  in  turn  mar- 
kets the  widget  for  $1.10.  Then,  on  its 
tax  returns,  the  U.S.  corporation 
claims  a  40  cent  profit  on  the  $1.00 
sale,  while  the  overseas  subsidiary 
claims  a  5-cent  distribution  cost  and 
so  a  5-cent  profit. 

Wait  a  minute,  says  the  overseas 
government.  If  these  were  two  inde- 
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What's  behind  the  strength  of 


Editorial  impact  at  senior  executive  level  -  That's  a  strength  that  has  been 
demonstrated  over  a  decade  of  European  readership  studies. 

The  1982  EBRS  (European  Businessman  Readership  Survey)  shows  that  McGraw-Hill's 
International  Management  regularly  reaches  more  executive  business  readers  than  many  of 
the  big  name  magazines  including  Time,  Newsweek,  Fortune,  Economist  and  Harvard 
Business  Review. 

Ask  our  sales  team  to  show  you  the  detailed  results  both  for  International  Management  and 
our  Network  partner  publications  in  UK,  Germany,  Italy,  Spam,  and  Scandinavia.  They 
deliver  a  total  unduplicated  coverage  of  49%  of  Europe's  executives  in  industry  and 
commerce. 


Ian  Stewart  NYC     Joan  Slllnsh  NYC    Robert  Gllot  Lynne  Simonfy 

(South  East  and        (North  East  Chicago  (Mid-West)  Los  Angeles 

Canada)  and  New  York)         Tel:  (312)  751  3716  (West  Coast) 


Tel:  (212)  997  2946    Tel:  (212)  997  3585 


Tel:  (213)  487  1160 


INTERNATIONAL- 


Get  the  strength  of  MANAGEMENT  readership  working  for  you. 

INTERNATIONAL  MANAGEMENT  McGraw-Hill  Building  1 221  Avenue  of  the  Americas  New  York.  NY  1 0020  Tel  (21 2)  997  2806 


Taxing  Matters 

|  pendent  companies,  we  think  the 
;.:  widget  would  have  been  sold  to  the 
[•]  overseas  firm  for  only  80  cents,  creat- 
|  ing  a  25-cent  profit — so  we're  going  to 
;  tax  the  subsidiary  on  that  basis.  But 
i  that  leaves  the  IRS  with  only  a  20- 
k  cent  profit  to  tax,  and  it  won't  like 
;  that  at  all.  In  the  end,  the  two  groups 
I  must  come  to  an  agreement,  but  it 
A  can  be  a  painful  process,  especially 
A  when  you  are  dealing  with  rather  dog- 
Kmatic  countries  such  as  Canada,  Ger- 
Ilmany  and  the  United  Kingdom. 
U  So  why  is  Japan  lax?  "Japan  can't  be 
II really  tough  on  this  because  they're 
Mnot  snow  white  themselves,"  says 
III  one  Big  Eight  accountant.  Japanese 
IS  companies  tend  to  use  transfer  pricing 
iU  to  keep  all  their  profit  realization  at 
Ihome.  "They  don't  necessarily  save 
(  on  taxes  this  way,"  the  accountant 
r  says,  "but  I  think  they  just  feel  it's 
i(  more  patriotic  to  pay  all  their  taxes  to 
t  Japan." 


Australia 

The  new  tax  treaty 
with  Australia,  which 
is  about  to  be  ratified  by 
Congress,  contains  a 
H  sweet  victory  for  the  IRS — a  provision 
1:  that  says  a  corporation  really  has  to  be 
ha  resident  of  Australia  to  be  entitled 
I  to  the  benefits  of  the  treaty. 

Although  there  are  certain  benefits 
for  U.S.  corporations  that  operate  in 
tax  treaty  havens  (see  Forbes,  Oct.  25), 
the.  Treasury  is  weary  of  seeing  for- 
eigners receive  tax  breaks  never  in- 
I  tended  for  them  by  setting  up  a  paper 
[  corporation  in  a  country  that  has  a 
favorable  tax  treaty  with  the  U.S. 
i  "The  provision  in  the  Australian  trea- 
jty  is  a  model  provision  that  the  U.S. 
i  would  like  to  get  from  other  coun- 
tries," says  Paul  Bodner,  a  partner  at 
Main  Hurdman.  Under  the  impending 
agreement,  benefits  would  go  only  to 
i  interests  that  are  more  than  75% 
!  owned  by  Australians,  or  that  are  reg- 
tularly  traded  on  the  Australian  stock 
I  exchange. 

Actually,  the  significance  of  the 
victory  is  its  value  as  a  precedent. 
Since  Australian  tax  rates  are  similar 
!to  those  in  the  U.S.,  the  country  has 
never  been  considered  to  be  an  impor- 
tant tax  haven.  That  may  be  why  the 
U.S.  was  able  to  extract  the  provision 
in  the  treaty.  In  any  case,  U.S.  negoti- 
ators will  now  be  trying  to  peddle  a 
similar  rule  to  other  countries  that  are 
often  used  as  tax  havens.  Maybe  the 
Netherlands  Antilles? 


OF  THE  "FORBES  500"  COMPANIES 
HAVE  OFFICES  IN  CLAYTON,  MISSOURI 

(St.  Louis'  other  business  district) 

Mid-America's  newest  executive  office  center  •  Metropolitan  ad- 
vantages without  city  congestion  •  Competitively  priced  office 
space  •  20  minutes  from  Lambert  International  Airport  •  Ready 
access  to  multiple  industrial  parks  •  Excellent  highway  access 
•  Fine  residential  areas  •  Central  to  metro  St.  Louis'  wealth  of 
educational  and  cultural  activities  •  U.S.  geographic  and  popula- 
tion center  •  Government  center  of  St.  Louis  County 
For  more  information  on  why  Clayton  is  the  location  for  your 
Mid-America  office  write:  James  C.  Laflin,  Clayton  Tomorrow,  Inc., 
City  of  Clayton,  Suite  247,  10  N.  Bemiston  Ave.,  Clayton,  MO  63105 

CLAYTON:  world  headquarters  for  Apex  Oil,  the  Brown 
Group,  Charter  National  Life  Ins.  Co.,  Chromalloy 
American,  Coin  Acceptors,  Inc.,  General  Dynamics, 
J,  m      Graybar  Electric,  ITT  Diversified  Credit  and  7-UP. 


Here's  the  lowest-cost 

Wghest-vielding 
long-term  investment 
you  can  make! 


In  your  health!  Without  good  health  and 
the  added  years  to  live  and  enjoy  your 
wealth— what  does  it  all  amount  to? 
Perhaps,  suddenly— nothing!  Now,  in  just 
13  days  you  can  learn  how  to  enjoy 
dramatically  better  health  and  longer  life 
with  my  time-proven  Pritikin  diet  and 
exercise  program.  Reduce  cholesterol. 

Call  or  mail  the  coupon 

PRITIKIN 
CENTER 

U.S.  Rte  30, 
Downingtown,  Pa.  19335 

CALL  NOW:(215)  873-0123 
or  (212)  570-1313 


overweight,  the  effects  of  high  blood 
pressure,  coronary  heart  disease  and 
adult-onset  diabetes!  At  my  new,  luxurious 
live-in  Pritikin  Center— just  lA  hour  from 
Philadelphia.  All  medically  supervised— 
in  a  country-club  setting— with  every 
facility  and  convenience  you  could  desire. 
Companion  incentive  plans,  too! 

now  for  full  information. 

PRITIKIN  CENTER  •  U.S.  Rte.  30,  1 
Downingtown,  Pa.  19335 

I'd  like  to  learn  more  about  your  program. 
Please  send  me  full  information. 

Name  


Address 
City  


.State. 


-Zip- 


Nathan  Pritikin 


Home  Phone 


.  Office  Phone 
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Numbers  Game 


As  liability  lawsuits  against  accounting 
firms  begin  to  draw  real  blood,  they  are 
starting  to  trigger  countersuits. 


Deep  pockets 


By  John  A.  Byrne 


T|he  recent  spate  of  bankrupt- 
cies is  going  to  mean  some  huge 
lawsuits  for  the  auditors,  since 
it's  become  far  easier  to  establish  ac- 
countant liability  in  the  courts.  Take 
the  Drysdale  affair,  for  example. 
Chase  Manhattan  Bank  and  Manufac- 
turers Hanover  Trust  hauled  Arthur 
Andersen  &  Co.  into  court  a  couple  of 
weeks  ago,  charging  that  Andersen 
had  been  negligent  as  auditor  of  Drys- 
dale Government  Securities  in  audit- 
ing the  firm's  financial  statements. 
Chase,  the  more  important  lender,  is 
seeking  $285  million  in  damages  from 
Andersen,  charging  that  the  auditor 
"knew  or  recklessly  disregarded 
facts"  that  it  had  a  duty  to  investigate. 
Andersen  is  already  appealing  an  $80 
million  fraud  verdict — the  largest 
ever  handed  down  against  an  audi- 
tor— in  another  case,  one  involving 
Fund  of  Funds  Ltd. 

What  is  coming  increasingly  into 
focus  in  cases  like  this  is  just  what  an 
auditor's  liability  really  is.  Is  it  the 
auditor's  job  merely  to  run  through  a 
prearranged  set  of  tests  for  a  company 
and,  if  the  company  passes  them,  to 
sign  the  reports?  Or  does  the  auditor 
have  a  higher  responsibility  to  find 
fraud  if  it's  there? 

Take  the  suit  against  Fox  &  Co.  in 
the  Saxon  case,  for  example.  Saxon 
Industries  went  into  bankruptcy  earli- 
er this  year  amid  a  storm  of  com- 
plaints charging  inflated  inventories 
and  assets  and  unsubstantiated  book- 
keeping entries.  As  early  as  1977, 
warning  signals  of  the  company's 
problems  were  noticeable  to  Saxon 
creditors  and  were  commented  upon 
in  memos,  according  to  the  bankrupt- 
cy   court    examiner's    report.  But 


successive  audits  by  Fox  &  Co.  failed 
to  detect  massive  fraud. 

In  some  years,  the  examiner  said, 
auditors  were  allowed  "only  three  or 
four  days  to  perform  their  work,  and 
Saxon  limited  even  that  available 
time  by  denying  preaudit  requests  for 
information,  taking  auditors  for  two- 
hour  lunches  and  restructuring  work 
hours  per  day  by  turning  off  the  lights 
at  6  p.m."  Should  that  have  been 


m0f 

r 


enough  to  warrant  a  little  suspicion? 

"Whenever  a  company  goes  sour, 
the  shareholders  blame  the  auditors," 
says  Richard  Spinogatti,  an  attorney 
for  Shea  &  Gould  in  New  York.  "But 
accountants  and  auditors  are  not  de- 
tectives. And  the  purpose  of  conduct- 
ing an  audit  examination  is  not  to 
investigate  fraud." 

While  that's  certainly  true,  the  lat- 
est standards  on  auditing  from  the 
American  Institute  of  Certified  Public 
Accountants  state  that  an  auditor  has 
a  responsibility  to  search  for  material 
errors  or  irregularities.  He  must  audit 
with  professional  skepticism  and  an 
awareness  that  fraud  could  occur. 
That's  quite  a  change  from  earlier 


standards  that  merely  insist  that  an 
audit  is  not  designed  to  uncover  fraud 
and  cannot  be  relied  upon  as  a  guaran- 
tee in  that  sense. 

It  goes  even  further  than  a  Supreme 
Court  ruling  in  1976  that  held  that 
victims  of  stock  fraud  can't  collect 
damages  simply  because  an  accoun- 
tant failed  to  conduct  the  kind  of  au- 
dit that  might  uncover  fraud.  Inves- 
tors had  to  show  that  the  accountant 
intended  to  "deceive,  manipulate  or 
defraud,"  said  the  Court. 

The  AICPA's  standards  reflect  far 
more  closely  recent  rulings  by  appeals 
courts,  which  have  held  that  "reck- 
lessness" by  auditors  established  li- 
ability. It  is  no  wonder,  then,  that 
Chase  is  charging  Andersen  with 
"recklessly"  disregarding  facts  in  the 
Drysdale  suit. 

And  just  what  is  recklessness? 
Courts  have  defined  it  as  a  high  degree 
of  carelessness,  approaching  indiffer- 
ence, highly  unreasonable  conduct  or 
an  omission  or  misstatement  so  obvi- 
ous that  any  reasonable  person  should 
have  known  it. 

Naturally,  this  far  more  liberal  defi- 
nition has  the  accounting  profession 
up  in  arms.  "We  are  as  much  a  victim 
as  anyone  else  when  fraud  occurs," 
says  Richard  A.  Meyer,  general  coun- 
sel for  Seidman  &.  Seidman.  "A  na- 
tional auditing  firm  is  considered  a 
deep  pocket,  so  whenever  there's  been 
a  big  loss  shareholders  and  creditors 
go  fishing  around."  The  accounting 
firm,  often  eager  to  settle  rather  than 
fight  it  out  in  a  long,  expensive,  pub- 
licity-creating trial,  is  an  easy  mark. 
Hence  the  recent  $6.4  million  Peat, 
Marwick,  Mitchell  &.  Co.  settlement 
>in  the  12-year-old  National  Student 
Marketing  Corp.  case  and  the  $2  mil- 
lion Ernst  &.  Whinney  settlement  in 
the  7-year-old  W.T.  Grant  case. 

This  can  get  pretty  expensive.  Even 
though  the  accountants  carry  legal  in- 
surance, the  average  deductible  for 
Big  Eight  firms  is  more  than  $1  mil- 
lion per  lawsuit. 

But  some  accounting  firms  are 
starting  to  fight  back.  Seidman  & 
Seidman,  for  example,  plans  to  sue 
Cenco  Inc.,  acquired  by  Manor  Care 
Inc.,  to  recoup  a  $3.5  million  settle- 
ment it  paid  out  to  Cenco  sharehold- 
ers in  a  liability  case  several  years  ago. 
In  the  wake  of  a  Supreme  Court  deci- 
sion last  month  that  Seidman  &  Seid- 
man wasn't  at  fault  in  failing  to  dis- 
cover a  $25  million  inventory  fraud 
while  auditing  Cenco's  books  in  1975, 
Seidman  &.  Seidman  charges  that 
Cenco's  previous  management  misled 
and  defrauded  its  auditors. 

About  the  only  winner  in  all  this  is 
the  legal  profession.  ■ 
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Super  80  soars  to  new  heights 
when  compared  with  the  737 
in  new  passenger  survey. 


Knowledgeable  flyers  choose  Super  80 
twin-jet  eight-to-one  over  competition. 

The  McDonnell  Douglas  Super  80  abso- 
lutely flew  away  from  the  two-engine  737  when 
passengers  on  the  two  planes  were  asked  to 
pick  a  favorite. 

In  responses  from  more  than  1,800 
passengers,  the  Super  80  was  rated  "very 
appealing"  more  than  twice  as  often  as  the 
737.  Knowledgeable  flyers  expressing 
preference— passengers  who  know  what 
makes  their  trips  more  pleasant— picked 
the  Super  80  over  the  737  nearly  eight 
times  out  of  nine. 

The  survey  was  conducted  on  board 
737s  and  Super  80s  flown  by  the  same  airline, 
comparing  the  same  routes,  the  same  days  of 


the  week,  the  same  fares  and  even  the  same 
interior  color  scheme. The  new  Super  80  was 
a  decisive  choice— a  winner  on  every  point 
of  passenger  comparison.  It  was  chosen  for 
cabin  quiet;  quality  of  ride;  leg,  arm  and 
shoulder  room;  carry-on  luggage  facilities; 
and  seat-to-aisle  access. 

The  Super  80  was  a  three-to-one  choice 
of  passengers  surveyed  in  an  earlier  compari- 
son with  727  tri-jets. 

For  more  details  of  these  surveys,  write: 
Travel  Industry  Affairs,  McDonnell  Douglas, 
3855  Lakewood  Blvd.,  Long  Beach,  CA  90846. 
And  for  greater  comfort  when  you  fly— wider 
seats  and  aisle  and  an  exceptionally  quiet 
ride-choose  the  Super  80. The  one  most 
passengers  prefer. 


MCDONNELL 


/ 


Survey  data  collected  and  processed 
by  independent  researchers. 


How  The  Hartford  hel  to 


"Believe  it  or  not,ou 
$324,976 for  one  company 


Bill  Nebraska,  Vice  President,  Loss  Control 
Department,  explains  how  business  insurance 
from  The  Hartford  can  lower  your  company's 
costs  through  effective  Loss  Control. 


! 


Q.  To  what  extent  can  effective  Loss  Control 
lower  my  company's  insurance  costs? 

A.  If  the  need  is  great,  the  cost  savings  can  be  sub- 
stantial. For  example,  we  recently  returned  $324,976 
in  Workers'  Compensation  premiums  to  a  Virginia 
construction  company  as  a  result  of 

improved  loss  experience  we  helped 
them  realize  over  a  four-year  period. 

Of  course,  the  amount  of  money 
your  company  can  save  depends  on 
your  particular  situation  and  the  effec- 
tiveness of  your  present  Loss  Control 
program. 

Q.  How  can  effective  Loss  Control 
reduce  insurance  costs  up  f  ror 

A.  One  approach  is  to  find  way 
to  limit  or  contain  potential 
losses.  For  instance, 
a  metalworking  and 
electronics  firm  in  Chicago  ci 
its  fire  insurance  premium  in 
half  by  following  our  recom- 
mendation to  improve  their 
existing  sprinkler  system. 

By  eliminating,  reducing,  0' 
controlling  hazardous  exposures  uj 
front,  we  may  even  qualify  your  company 


if 


( Juce  insurance  costs. 


loss  Control  helped  save 
i  just  four  years!" 


(reduced  rates  equivalent  to  those  available 
Jer  "Highly  Qualified  Risk"  and  similar  cate- 
ies.  And  those  potential  savings  apply  whether 
re  talking  about  Workers' Comp.,  Comprehensive 
iness  Policy,  Commercial  Multi-Peril,  or  other 

rtford  business  coverages. 

How  can  improved  Loss  Control  raise  my 
npany's  productivity  and  profitability? 

Loss  Control  equals  operations  control.  In  other 
ds,  increased  productivity  often  follows  as  a  natu- 
esult  of  improved  Loss  Control.  It's  a  "bonus" 
hefit  that  can  be  as  significant  as  the  insurance 
ing  itself. 

n  one  case,  we  analyzed  a  warehouse  operation 
Kentucky  and  made  a  number  of  recommenda- 
hs  to  relieve  congestion  and  improve  work-flow 
materials -handling  procedures.  Management 
)lemented  the  recommendations,  and  instituted  a 
s  Control  education  program  that  we  proposed, 
hanks  to  those  measures,  in  two  years  the  per- 
al  injury  incident  rate  dropped  more  than  seven 
centage  points,  resulting  in  a  $100,000  reduction 
)remium-a  full  one-third  cut.  As  a  side  benefit, 
Loss  Control  measures  also  resulted  in  a  28.5% 
ease  in  efficiency  over  the  same  two-year  period. 

Can  controlling  product  liability  losses  also 
i  )st  productivity  and  profitability? 

j!  Definitely.  If  your  product  liability  claims  stem 
jin  defective  products,  for  example,  our  Loss  Con- 
is  people  will  analyze  your  company's  quality- 
i  itrol  procedures.  Naturally,  any  improvements  that 
iiuce  the  number  of  defective  products  will  also 


tend  to  reduce  the  number  of  liability  incidents  and 
claims.  At  the  same  time,  those  quality  control 
improvements  may  also  lead  to  a  lower  product 
reject  rate  and  fewer  returns  for  replacement  or 
repair. The  savings-in  insurance,  production  and 
labor  costs-can  be  significant. 

Q.  Why  is  it  shortsighted  to  just  buy  the  lowest- 
priced  insurance  available? 

A.  Bottom  line,  insurance  that  doesn't  protect  is  no 
bargain  at  any  price.  At  The  Hartford,  we  work  with 
our  agents  to  determine  your  actual  exposures,  then 
find  the  best  way  to  control  or  cover  those  expo- 
sures. That's  the  only  sensible  approach  to  business 
insurance.  And  it's  often  the  most  economical 
approach  as  well. 

Q.  How  can  I  put  Hartford  Loss  Control  capabil- 
ity to  work  for  my  company's  benefit?^--^-^. 

A.  Loss  Control  is  an  integral  part  of  era 
Hartford  business  coverages.  For  infor-  N<^E>/ 
mation,  contact  an  independent  agent  who 
represents  The  Hartford. 

Don't  make  a  decision  on  business  insurance 
without  a  quote  from  an  independent  agent  who 
represents  The  Hartford. 


BUSINESS 
HOME 
AUTO 
LIFE 


THE  HARTFORD 


The  Hartford  Insurance  Group,  Hartford,  Connecticut  061 15. 


Charlie  Gates  used  to  ride  the  takeover 
trail,  but  lately  be  has  done  just  as  well 
stoking  the  fires  at  home. 


Have  gun, 
might  shoot 


mountain  goats  called  ibex. 

Such  is  the  life  of  a  man  who  is 
worth  some  $420  million  and,  with 
his  family,  owns  one  of  the  nation's 
largest  private  companies.  Critics 
thought  he  was  loco  back  in  1967 
when  he  bought  a  65%  interest  in 
moneylosing  Learjet  Industries,  but 
not  now.  That  acquisition  accounts 
for  nearly  as  much  of  Gates'  $1.3  bil- 


By  EUyn  Spragins 


T|hese  days  a  top  executive  with 
a  passion  for  big  game  can  get 
his  thrills  stalking  undervalued 
companies  on  Wall  Street.  But  not 
Charlie  Gates.  Last  month  the  61- 
year-old  chairman  of  Denver-based 
Gates  Corp.  climbed  Spain's  Gredos 
mountains    in    pursuit    of  horned 


lion  in  annual  revenues  as  the  com- 
pany's 71 -year-old  rubber  business. 
Gates  explains  it  all  with  one  of  his 
frequent  Western  adages.  Sometimes 
you  have  to  shoot  from  the  hip. 

Learjet,  however,  is  only  one  of  sev- 
eral small,  quirky  acquisitions  that 
Gates  made  after  he  assumed  control 
of  the  company  from  his  father — its 
founder — in  1 96 1 .  "I  felt  we  had  relied 
too  heavily  on  the  lowly  V-belt,"  he 
explains,  referring  to  the  company's 
mam  product,  a  circular  rubber  and 
fabric  strip  used  in  the  engines  of  cars 
and  industrial  equipment.  Result:  To- 
day nearly  half  of  corporate  revenues 
comes  from  the  nonrubber  businesses 
Gates  pulled  in. 

This  means  his  company  has  a  prof- 
itability that  is  the  envy  of  the  rubber 
industry.  Its  net  margin  probably 
averages  5% — typically  three  or  four 
times  comparable  figures  at  compa- 
nies like  Goodyear  and  Dayco.  Even 
though  sales  this  year  are  flat  and 
earnings  will  be  down  from  1981 's 
record  $65  million,  those  declines  are 
relatively  small  compared  with  other 
rubber  companies — partly  because 
Gates  pulled  out  of  the  tire  business 
in  1973.  You  can't  always  polish  the 


same  old  apples. 

Like  this  decision  to  drop  tires,  his 
father's  first  product  and  the  back- 
bone of  the  company,  Gates'  style 
sometimes  seems  to  fly  in  the  face  of 
tradition.  Right  now,  for  instance, 
Gates'  rubber  divisions  are  operating 
at  only  60%  of  capacity,  but  over  the 
last  2lA  years  the  company  has  spent 
$35  million  opening  six  plants.  "I  say 
progress  is  made  when  you  get  backed 
into  a  corner  and  you've  got  to  battle 
your  way  out,"  he  explains. 

Gates  wants  additional  capacity  to 
meet  rising  demand  in  the  auto- 
mobile aftermarket.  The  average  car, 
he  points  out,  is  now  almost  seven 
years  old — older  than  at  any  time 
since  1950 — and  badly  in  need  of  re- 
placement parts. 

What  if  consumers  buy  new  cars 
instead  of  fixing  up  their  clunkers; 
Gates  wins  again.  Modern  engines 
need  more  complex  belts  and  longer 
hoses,  so  the  company  gets  more  sales 
dollars  out  of  everyone,  /  always  like  to 
keep  a  little  dry  gunpowder  on  band. 

Gates,  of  course,  aims  to  do  more 
than  stockpile  capacity  while  waiting 
for  sales  to  pick  up.  He's  shaving  costs 
by  reversing  classic  economies  of 
scale.  Forget  big  plants  like  the  one 
across  the  street  from  his  Denver 
headquarters.  Instead,  he  is  dotting 
the  country  with  small  plants,  which 


offer  special  schooling  in  job  skills 
and  production  goals  as  well  as  week- 
ly all-hands  management  meetings. 

This  concept — developed  in  1976, 
long  before  Japanese  quality  circles 
became  the  rage — is  dubbed  Gates  En- 
riched Management.  No  GEM  plant 
has  more  than  400  workers,  absentee- 
ism is  below  1%  and  the  facilities  are 
improving  labor  relations.  Gates  was 
100%  unionized  six  years  ago,  but 
now  that  figure  has  fallen  to  65%. 
Every  once  in  a  while  you're  got  to  throw 
your  hat  across  the  creek. 

Even  though  GEM  plants  require  an 
investment  of  $150,000  per  job,  vs. 
$60,000  at  a  traditional  facility,  Gates 
thinks  they  are  worth  the  price. 
Small,  scattered  manufacturing  facili- 
ties lower  distribution  costs  and  give 
Gates  the  flexibility  to  fine-tune  pro- 
duction. That  lowers  the  company's 
break-even  point.  The  first  GEM 
plant  in  Iola,  Kans.,  for  instance,  out- 
produces a  comparable  facility  in 
Galesburg,  111.  by  spinning  out  more 
hose  than  its  machines,  materials  and 
labor  should  theoretically  be  able  to 
produce. 

With  no  shareholders  criticizing 
the  way  new  plants  hit  earnings,  of 
course,  Gates  can  afford  to  expand. 
Still,  he  claims  that  no  new  facility 
can  pass  the  planning  stage  unless  its 
return  on  investment  is  higher  than 


30%  over  3Vi  years.  Small  plants  can 
leap  that  hurdle,  in  part,  because  they 
use  industrial  revenue-bond  financ- 
ing. That  has  kept  Gates'  interest 
costs  at  an  impressive  11%  during  a 
time  when  the  prime  rate  averaged 
17%.  Don't  bet  more  than  you  can  af- 
ford to  lose. 

All  this  GEM  expansion,  however, 
may  really  be  a  holding  action. 
Gates'  long-range  plan  is  to  expand 
rubber  operations  gradually  and  use 
profits  to  help  finance  faster-growing 
subsidiaries  such  as  its  homegrown 
battery  company  called  Gates  Ener- 
gy. He  thinks  decades  ahead  because 
there  are  future  generations  to  be 
considered. 

Charlie  Gates'  son,  an  architect, 
isn't  interested  in  running  Gates 
Corp.,  but  his  daughter,  who  worked 
in  the  company  for  a  year,  is  in  her 
second  year  at  Stanford  Business 
School.  There's  also  a  nephew  who 
runs  a  plastic-hose  plant  in  Excelsior 
Springs,  Mo. 

This — plus  the  fact  that  Gates 
claims  to  have  provided  amply  for  es- 
tate taxes — means  that  Gates  Corp. 
isn't  likely  to  be  going  public  anytime 
soon.  But  it  doesn't  mean  that  Charlie 
Gates  will  be  content  to  admire  the 
corporate  trophies  he's  already  col- 
lected. /  just  might  dust  off  my  guns. 
Never  underestimate  a  wrangler.  ■ 


Feather  \bur  Nest. 
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In  South  Carolina  we  believe  profitable 
business  is  the  goose  that  lays  the  golden  egg. 

Helping  the  goose  feather  her 
nest  here  is  a  work  stoppage  rate 
that's  among  the  nation's 
lowest  and  a  worker 
productivity  rate  that's 
^  among  its  highest.  Our 
Technical  Education 
System  can  train  all 
the  skilled  workers 
you  need. 

South 
Carolina 

Robert  E.  Leak,  Director, 
South  Carolina  State 
Development  Board, 
Suite  4 13,  P.O.  Box  927, 
Columbia,  S.C.  29202 
803/758-3145, 


Want  to  look  as  though  you  exercise  even  if 
you  dont?  The  $4,5  billion  activewear 
industry  has  just  the  thing  for  you. 


The  $55 
sweat  shirt 


By  Barbara  Rudolph 


Y1  ou  have  seen  them  in  every 
department  store:  rack  upon 
rack  of  colorful  warmup  suits, 
sweat  shirts,  rugby  shirts  and  jogging 
shorts.  Look  more  closely  and  you 
will  see  that  the  price  tags  cover  the 
spectrum  just  like  the  colors:  Next  to 
a  classic  hooded,  gray  sweat  shirt,  still 
a  reasonable  $12.99,  is  a  teal  blue  one 
by  Ralph  Lauren,  for  $55.  Are  there 
really  that  many  exercise  nuts 
around?  Not  exactly.  Activewear — 
apparel's  hot  new  look — is  for  people 
who  want  to  look  healthy  whether 
they  are  or  not. 

"The  mood  out  there  is  to  look  like 
you're  a  jogger,"  says  Paul  Camma- 
rano,  senior  vice  president  at  retailer 
Melville's  Marshalls  division.  "There 
are  some  men  who  feel  you've  got  to 
wear  a  Rawlings  jersey  and  Bike 
shorts  to  drink  beer  and  watch  the 
game  on  Sunday,"  says  Eric  Cantor  of 
Kurt  Salmon  Associates,  an  apparel 
and  retailing  consulting  firm. 

Activewear  is  now  a  $4.5  billion 
business,  up  from  about  $2.5  billion 
three  years  ago,  and  Cantor  estimates 
that  a  full  60%  of  it  is  what  he  calls 
the  "secondary"  market — nonexer- 
cisers  who  think  the  fitness  look  is 
chic.  Result:  While  most  apparel  lines 
are  stagnant,  activewear  has  been 
growing  at  25%  a  year. 

Unlike  many  fads — remember  Neh- 
ru jackets  for  men? — this  one  could  be 
around  for  a  while.  For  the  past  decade 
there  has  been  a  general  move  toward 
more  casual  dress.  Activewear  fits  in 
with  this  trend:  It's  comfortable,  easy 
to  clean  and  wears  well.  And  although 
a  real  jogger  might  turn  up  his  nose  at 
the  fancy  price,  one  analyst  points 
out,  "A  guy  who  won't  buy  himself  a 
$300  suit  can  buy  a  designer  jogging 
suit  for  $100  and  feel  good." 


In  fact,  jogging  suits  and  sweat 
shirts  are  today's  biggest  sellers. 
Dance  apparel — especially  Danskin — 
is  also  selling  well.  Cotton  and  velour 
are  popular  materials.  Big  brand 
names  include  shoe  companies,  such 
as  Adidas  and  Nike.  In  the  medium- 
price  range,  Merona,  Russell  and  Bike 
are  strong.  Designers,  notably  Calvin 
Klein,  who  is  heavily  advertising  his 


Danskin  ad 

The  fitness  look  is  now  chic. 

line,  have  jumped  on  board  to  make 
up  for  the  decline  of  designer  jeans, 
yesterday's  fad. 

Sometimes  it  takes  some  tinkering. 
For  instance,  Levi's,  which  should  do 
about  $15  million  in  activewear  sales 
this  year,  has  had  to  revise  its  original 
strategy:  "We've  moved  from  selling  a 
basic  look  to  developing  more  of  a 
lifestyle  approach,"  says  Vice  Presi- 
dent Barry  Shafran.  Translation:  less 
blue  and  gray,  more  colors  and  more 
coordinated  outfits. 


Sporting-goods  manufacturers  are 
trying  to  get  a  piece  of  the  action,  too. 
Nautilus,  the  maker  of  exercise  equip- 
ment, just  signed  a  deal  with  Tultex,  a 
textile  manufacturer,  to  make  a  line  of 
jogging  suits,  sweats  and  shorts.  Old- 
line  athletic-clothing  manufacturers, 
like  Champion  Products,  are  updating 
their  lines — in  Champion's  case,  by 
slapping  its  name  in  bold  navy  blue 
letters  across  the  chest. 

Curiously,  though,  there  is  "no 
broad  brand  loyalty,"  says  Columbus, 
Ohio-based  consultant  C.W.  Ress. 
"The  market  isn't  like  designer 
jeans,"  he  says.  "There  are  multiple 
status  symbols,  since  people  don't 
need  one  big  brand  name  as  they  used 
to."  That  has  made  it  possible  for 
small  apparel  companies  to  enter  the 
market,  although  if  growth  slows, 
that  probably  won't  continue. 

So  far,  retailers — traditionally  wary 
of  being  burned  by  a  fad  that  can  fade 
away  overnight — have  remained  en- 
thusiastic. "It's  gone  from  being  a 
convenience  item  to  a  major  display," 
says  a  Montgomery  Ward  spokesman. 
Along  with  most  major  department 
stores,  discounters  like  Penney  and 
Sears  are  pushing  activewear.  Sears, 
in  fact,  is  planning  on  an  Evonne  Goo- 
lagong  line  for  women  and  an  Arnold 
Palmer  line  for  men.  Upscale  dis- 
counters were  especially  quick  to 
jump  on  board.  That's  because  they 
had  already  been  pushing  sportswear, 
and  activewear  is  a  perfect  comple- 
ment to  the  image  they  are  trying  to 
create:  quality  at  a  reasonable  price. 

One  problem:  Activewear  is  mainly 
a  spring  and  summer  business.  The 
manufacturers'  hopeful  response  to 
that  is  the  "rugged  look"  for  winter: 
camping-style  gear,  even  if  you  never 
intend  to  spend  a  night  in  a  tent.  Levi 
is  excited  about  its  new  "winter 
jeans" — the  flannel  lining  is  laminat- 
ed right  on  to  the  denim. 

How  long  can  this  go  on?  "We  figure 
activewear  will  reach  a  fevered  pitch 
for  the  1984  Olympics,  and  after  that 
we  don't  know,"  says  John  Tierney, 
senior  vice  president  at  J.C.  Penney. 
Some  analysts  figure  another  ten  years 
of  growth.  Consultant  Ress,  for  one, 
speculates  that — given  the  growth  of 
subur-ban  offices  and  "electronic" 
home  offices — the  jogging  suit  as  office 
garb  is  not  too  farfetched  an  idea. 

Meantime,  the  marketers  are  on  the 
trail  of  other  markets  where  the  ap- 
pearance of  physical  fitness  will  do  as 
well  as  the  reality.  One  young  father 
reports  that  his  three-month-old 
daughter — who  can't  even  crawl,  let 
alone  run — has  just  received  her  first 
jogging  suit  as  a  gift.  That's  the  stuff 
retailers'  dreams  are  made  of.  ■ 
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Responding  to  the  World  Crisis  in  Productivity 


Robert  J.  Mayer,  a  vice  president  of 
Booz'Allen  &  Hamilton,  is  managing  offi- 
cer of  the  firm's  Operations  Management 
Services  practice  worldwide.  He  has  par- 
ticipated in  more  than  200  projects  in  the 
private  and  public  sectors  and  is  currently 
a  member  of  the  Computer-Aided  Manu- 
facturing Advisory  Group  to  the  U.S.  Air 
Force. 

R.  Keith  Oliver  is  a  vice  president  of 
Booz«Allen  and  head  of  the  firm's  Opera- 
tions Management  Services  practice  in 
Europe.  He  has  some  20  years  of  consult- 
ing experience,  specializing  in  the  applica- 
tion of  advanced  management  control 
technigues  to  manufacturing  businesses. 

Charles  Skinner,  a  vice  president  of 
Booz»Allen,  leads  the  firm's  Manufacturing 
Technology  Practice.  He  has  been  respon- 
sible for  a  wide  variety  of  assignments  in 
profitability  improvement,  technology 
management  and  operations  planning. 

Michael  D.  Webber,  a  Booz»Allen  vice 
president,  directs  the  firm's  Operations 
Management  Services  practice  in  the  east- 
ern United  States.  In  his  16  years  of  con- 
sulting experience,  he  has  participated  in 
numerous  projects  in  production  manage- 
ment and  general  management. 

Booz»Allen  &  Hamilton  is  the  consul- 
tant of  choice  of  leading  corporations  and 
governmental  institutions  throughout  the 
world.  Its  mission  is  to  help  clients  solve 
problems,  seize  opportunities,  and  con- 
front issues  of  strategic  importance  — 
issues  vital  to  their  growth  and  viability. 


Over  the  past  decade,  major  industries 
in  the  United  States  have  be^n  plagued  by 
a  slowdown  in  productivity  gains.  This  is 
not  a  uniquely  American  phenomenon; 
many  west  European  countries  are  show- 
ing signs  of  the  same  malaise.  Even  Japan 


is  not  immune:  while  industrial  productiv- 
ity there  is  improving  at  more  than  twice 
the  rate  of  U.S.  industry,  Japan's  productiv- 
ity gains  have  actually  slowed  by  more 
than  60%  since  1973.  Among  the  major 
western  industrialized  nations,  only  Ger- 
many and  France  have  been  able  to  sus- 
tain fairly  healthy  productivity  growth  in 
recent  years. 

I.  The  Key  Questions 

Productivity  is  usually  defined  as  the 
efficiency  with  which  workers  perform 
their  assigned  tasks.  From  this  definition 
arose  the  assumption  that  the  best  way 
to  improve  efficiency  is  to  get  more  work 
from  direct  labor  in  a  shorter  amount  of 
time.  This  approach  was  reflected  in  Tay- 
lor's time  and  motion  studies,  conducted 
at  the  turn  of  the  century  which  led  to  the 
development  of  the  scientifically  designed 
assembly  line.  Over  time,  however,  the 
more-work-per-hour  approach  has  earned 
some  negative  connotations.  Charlie  Chap- 
lin, for  example,  gave  his  indictment  of 
this  ethic  by  showing  us  the  plight  of  a 
worker  trying  desperately  to  keep  pace 
with  a  swiftly  moving  conveyor  belt  in 
Modern  Times. 

These  images  are  reinforced  in  many 
of  the  reports,  articles  and  surveys  on  pro- 
ductivity currently  flooding  the  corporate 
community.  Yet  there  is  growing  evidence 
that  use  of  the  stopwatch  and  hourly  pro- 
duction counts  falls  short  in  providing  a 
meaningful,  comprehensive  evaluation 
of  labor  productivity.  Nor  is  it  likely  that 
further  refinement  of  existing  measuring 
techniques  could  fill  this  void,  for  they  fail 
to  take  into  account  such  critical  issues 
as  the  evolving  demographics  and  the 
changing  mix  of  labor  and  technology 
that  will  inevitably  affect  productivity.  Here, 
we  see  conflicting  trends:  On  the  one 
hand,  application  of  new  technologies 
will  probably  improve  the  productivity  of 
most  labor,  yet  at  the  same  time,  the  aging 
of  the  work  force  may  slow  down  produc- 


tivity improvements.  The  tools  and  teq 
nigues  to  improve  productivity  are  avi 
able;  the  challenge  to  management  rj 
is  to  apply  the  techniques  in  a  way  th 
takes  into  account  changes  in  the  op^ 
ing  environment. 

In  this  supplement  we  will  focus  o 
strategies  and  tactics  for  managerial  a 
tion.  From  this  viewpoint,  productivity 
not  merely  a  technical  abstraction.  Raj 
it  is  an  economic  reality  that  translates 
directly  into  investment  dollars  and  on 
ating  decisions.  In  doing  so,  managed 
must  consider  a  number  of  elements, 
including: 

•  product  and  process  design; 

•  automation  and  computerization; 

•  quality  control; 

•  inventory  management;  and 

•  investment  in  plant  and  equipmer 
Adding  to  these— and  in  many  ca: 

overriding  them  all  — is  the  human  fad 
which  may  mean  the  difference  betwj 
high  and  low  productivity. 


II.  Developing  a  Strategic 
Framework  for  Manufacturing 
Operations 

Notwithstanding  the  growing  imfl 
tance  of  the  service  sector,  manufactui 
remains  America's  primary  business.  P 
ducing  tangible  goods  to  meet  marke 
demands  occupies  some  75  percent  d 
business  resources.  Unfortunately,  ma! 
facturing  is  the  least  understood  amoj 
the  functions  governing  business  pro* 
tivjty  In  fact,  manufacturing  has  been 
shoved  from  center  stage  in  recent  ye 
as  top  management  has  become  moi 
concerned  with  functional  areas  of  bi 
ness  such  as  finance,  accounting  and 
marketing. 

Yet  without  a  strong  and  highly  pro 
ductive  manufacturing  base,  compan 
will  find  it  difficult  to  respond  to,  mud 
less  anticipate,  changes  in  the  world  ri 
ketplace.  In  the  absence  of  such  a  foil 
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Personal  computers  are  a  growing  factor 
our  daily  lives.  To  meet  this  growth,  the 
)mputer  business  is  changing  at  such  a 
te  that  it  used  to  be  hard  to  know  which 
)mputer  to  buy  Now  there  is 
ishiba's  Personal  Computer... 
The  Toshiba  T100  has  been  designed  to 
t  you  keep  up  with  all  the  expanding 
chnology.  You  get  a  64K  keyboard/ 
>mputer  with  built-in  BASIC  plus  extensive 
jrdware  interfaces  to  let  you  add  options 
;e  an  affordable  fine  color  graphic  display, 
letter-perfect  printer,  ROM/RAM  packs, 
ini-floppy-disc  drives  and  much  more. 


There's  even  a  Liquid  Crystal  Display  so  the 
T100  can  go  portable  in  a  briefcase.  Simple 
cable  connections  make  expansion  easy. 

Software?  Using  Toshiba's  TBASIC  or 
the  CP/M*  operating  system  you  can 
choose  an  incredible  array  of  software 
to  fit  your  needs— for  business  or 
personal  applications.  ^ 
Toshiba  T100...  all  the  computer 
you'll  need  today— or  tomorrow. 

In  over  30,000  fine  electronics 
products,  you  can  experience  the 
Toshiba  Touch...  technology  that 
stretches  beyond  the  competition. 


Toshiba  TIOO  Personal  Computer 


In  Touch  with  Tomorrow 

TOSHIBA 

TOSHIBA  CORPORATION    i».u  japan 


[For  more  information,  coll  or  write  Notionol  Soles  Deportment.  Information  Systems  Division.  TOSHIBA  AMERICA,  INC.,  2441  Michelle  Drive.  Tustm.  CA  92680  Telephone  714/730-5000  Telex  163-812 
P*CP/M  is  a  Registered  Trademork  of  Digital  Research  Inc 


tion,  management  may  devote  its  efforts 
to  flurries  of  short-term  maneuvers,  mort- 
gaging tomorrow's  potential  for  today's 
quick  success. 

A  framework  for  manufacturing  strat- 
egy is  shown  in  Figure  1.  This  model 
makes  it  possible  to  produce  a  detailed 
analysis  of  a  firm's  manufacturing  capabili- 
ties and  to  determine  ways  in  which 
manufacturing  can  best  serve  the  com- 
pany. Executives  can  identify  options 
encompassing  practical  changes  that  can 
improve  productivity  and,  at  the  same 
time,  enhance  market  acceptance  of  its 
products.  As  the  diagram  suggests,  exist- 
ing product  strengths  will  indicate  the  best 
options  for  deployment  of  manufacturing 
and  distribution  resources.  Manufacturing 
strategies,  in  turn,  will  influence  competi- 
tive positions  of  products  and  economics 
of  the  business,  including  factors  that  criti- 
cally affect  productivity:  plant  locations, 
distribution  networks,  technology  process 
integration,  and  systems.  In  addition,  the 
framework  takes  into  account  elements  of 


the  external  environment  affecting  pro- 
ductivity. 

One  reward  for  erecting  a  sound 
framework  for  manufacturing  strategy 
is  that  the  exercise  itself  heightens  the 
awareness  of  management  to  the  possi- 
bility for  improvement.  For  example,  con- 
sider the  efforts  of  a  large  manufacturer 
of  automotive  components.  In  1979,  this 
company  was  facing  several  challenges: 

•  low  productivity; 

•  uncompetitive  cost  structure; 

•  increasing  competition,  particularly 
from  European  producers; 

•  retooling  to  meet  the  demands  of 
small-car  production  and  regulatory 
requirements; 

•  prospect  of  an  imminent  slump  in  the 
auto  industry. 

The  company  badly  needed  a  long- 
range  manufacturing  strategy  that  would 
meet  several  objectives:  maintenance  of 
market  position  in  its  OEM  product  lines; 
upgraded  customer  service  in  all  product 
lines;  and  improved  overall  productivity 


through  selected  investments. 

Management  began  its  analysis  by 
segmenting  each  of  its  product  lines 
according  to  key  characteristics  and  su| 
cess  factors  (Figure  2).  Then  the  compa 
considered  its  manufacturing  operation 
which  were  distributed  among  three  fa 
ities.  One  was  a  large,  old  plant  turning 
out  many  products.  The  second  was  al 
more  modern  domestic  plant,  manufaq 
tunng  a  single  product  line  and  special 
ing  in  machining  and  assembly.  The  tri 
a  relatively  small  factory  abroad,  prodid 
the  full  line  of  products.  Taking  these  | 
facilities  as  givens,  the  operating  missid 
suggested  different  objectives  in  procer 
technology,  process  integration,  and  mi 
ufacturing  infrastructure  for  each  of  th^ 
three  product/market  segments.  The  d 
lenge  to  the  company  was  to  adapt  its 
manufacturing  strategy  so  that  its  facilj 
could  meet  the  requirements  of  these 
ments.  Plans  for  new  capital  mvestmei 
to  expand  existing  facilities  were  shelvj 
Instead,  management  focused  on  imd 
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ing  technology  and  reducing  manage- 
ment complexity  in  order  to  lower  operat- 
ing costs  in  existing  plants.  Three  major 
recommendations  were  made: 

•  investments  exceeding  $15  million  in 
state-of-the-art  process  technology 
and  increased  integration  for  OEM 
product  lines; 

•  significant  reorganization  and  rede- 
ployment among  existing  facilities  to 
achieve  a  high  degree  of  product  and 
process  focus;  and 

•  investments  of  more  than  $6  million  in 
domestic  satellite  plants  in  a  region  of 
low  wage  rates. 

Once  the  new  satellite  plants  begin 
operating,  management  expects  to 
become  the  lowest-cost  producer  in  the 
industry.  It  will  be  in  a  position  to  continue 
making  long-term  productivity  gains  in  a 
dynamic  and  highly  competitive  environ- 
ment. 

Sound  manufacturing  strategy  provides 
a  buffer  against  uncertainty,  and  can  be  a 
valuable  tool  in  minimizing  the  risks  of  a 
changing  environment.  In  general,  the 
options  for  manufacturing  strategy  are 
more  varied  than  many  executives  think. 
This  is  especially  true  today  in  light  of  the 
barely  glimpsed  vistas  in  process  technol- 
ogy; opportunities  to  choose  between 
vertical  integration  and  outsourcing;  the 
improvement  or  replacement  of  manufac- 
turing processes;  the  improvements  in 


organization  structure  and  deployment  of 
facilities;  and  advanced  uses  of  informa- 
tion technology.  In  order  to  promote  pro- 
ductivity, management  must  constantly 
keep  in  mind  the  possible  advantages 
to  be  gained  from  making  profound 
changes  in  almost  every  aspect  of  the 
manufacturing  process. 

III.  Robots  in  the  Work  Place 

Most  gains  in  productivity  have 
resulted  from  steadily  increasing  sophisti- 
cation in  management  and  resource 
deployment.  But  it  has  been  the  great 
technological  breakthroughs— the  auto- 
mobile, the  airplane,  and  the  computer— 
that  have  caused  the  most  dramatic 
improvements  in  output  per  unit  of  input. 

Among  the  most  recent  developments 
in  this  vein  has  been  the  industrial  robot, 
which  has  none  of  the  manlike  features 
associated  with  the  bloodless  Star  Wars 
characters.  It  is,  rather,  a  machine— either 
"hard-wired"  for  a  specific  application  or 
programmable  for  a  variety  of  tasks— that 
can  manipulate  and  transport  materials, 
parts,  tools,  or  specialized  implements. 
The  use  of  these  sophisticated  devices  has 
been  steadily  increasing  over  the  past  20 
years.  In  one  of  the  first  applications,  27 
industrial  robots  were  successfully  put  to 
work  by  General  Motors  to  spot-weld 
bodies  for  the  Vega.  Today,  some  2,000 
robots  are  being  used  in  the  United  States, 


which  is  the  world  leader  in  the  manu 
ture  of  sophisticated  robotic  devices.  J 
nese  industry  already  employs  15,000 1 
20,000  robots,  accounting  for  about  h, 
the  world's  industrial  robot  population 
One  decision  criterion  to  use  roboG 
based  on  a  fairly  straightforward  tradd 
capital  and  operating  expense  of  the 
machine  versus  direct  labor  expense  f( 
workers  they  may  replace.  There  are  oi 
considerations,  too:  product  quality  rel 
bility  thought  versus  muscle  labor,  wd 
comfort,  etc.  Based  on  current  applica 
tions,  a  man-sized  general  purpose 
machine  has  a  base  price  of  S20.000  tc 
$60,000,  roughly  twice  the  cost  of  a  sir 
worker's  pay  and  benefits.  Installation 
start-up  costs  of  a  robot  typically  add  5 
100  percent  to  its  initial  cost,  and  progr 
mmg  and  maintenance  add  about 
another  10  to  15  percent.  But  if  the  robd 
works  one  shift,  its  cost  can  be  recover 
in  five  years.  And  if  it  works  three  shifts 
the  payback  period  is  only  a  year  and 
half. 

The  name  of  the  game,  however,  is 
simply  to  replace  human  workers  with 
robots.  The  challenge  to  management 
to  design  the  process  around  the  robd 
order  to  take  advantage  of  their  partial 
strengths. 

Although  the  explosion  of  robotic 
applications  has  been  predicted  forsef 
years,  it  has  not  yet  occurred.  Still,  tech 
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logical  advances  combined  with  astute 
management  and  cooperative  workforces 
promise  to  speed  the  proliferation  of 
robots  in  factories  as  the  costs  of  data 
processing  components  and  servomecha- 
nisms  continue  to  decline.  Some  of  the 
potential  benefits  in  sight  are: 

•  conveyor  belts  that  adjust  speed  to 
match  processes  at  either  end; 

•  pass-through  furnaces  that  optimize 
heating-cooling  cycles; 

•  "smart"  forklifts  that  know  when  and 
where  to  move  materials; 

•  transfer  lines  made  up  of  numerically 
controlled  machine  tools  with  tool 
changers,  robot  handlers,  and  inspec- 
tion devices;  and 

•  robotic  inspection  and  test  equipment 
that  will  collect  and  communicate 
inspection  data  to  help  integrate  the 
manufacturing  facility's  operation  with 
its  management. 

IV  R&D:  How  It  Affects 
Productivity 

Recent  history  shows  that  market 
leaders  in  major  high-technology  fields 
have  a  tradition  of  strong  commitment 
to  R&D.  Booz«Allen  studies,  too,  indicate 
that  high-technology  companies  and  their 
research  organizations  are  sensitive  to  the 
links  among  product  technology  manu- 
facturing technology,  and  applications 
technology.  These  companies  succeed  by 
engineering  their  products  to  provide  the 
best  quality  and  reliability  at  a  specified 
cost,  and  to  fit  well-defined  needs  of  the 
end  user. 

Using  high-technology  firms  as  an 
example,  can  we  draw  the  conclusion 
that  increased  R&D  spending  is  a  guaran- 
tor of  higher  productivity?  The  answer  is 
"yes,"  but  some  important  qualifiers  are 
necessary.  The  most  successful  companies 
we  have  studied  share  five  key  interrelated 
traits: 

•  a  technology  strategy  that  is  an  integral 
part  of  the  business  strategy; 

•  coordination  of  product,  manufactur- 
ing and  applications  technologies; 

•  intensive  collection  and  analysis  of 


technology  and  market  data; 

•  an  entrepreneurial  environment  that 
attracts  and  retains  outstanding  tech- 
nologists; and 

•  a  management  organization  oriented 
toward  results. 

V  Computers  in  Manufacturing 

Major  companies  are  well  aware  of  the 
awesome  power  of  the  computer  applied 
to  manufacturing  operations.  In  a  world- 
wide survey  of  1,480  European,  Japanese 
and  U.S.  companies,  BoozVMIen  inter- 
viewed top  management,  utilized  industry 
data,  and  conducted  in-depth  analyses  of 
dozens  of  companies  to  find  out  how 
such  firms  are  using  automated  manufac- 
turing systems  and  processes. 

We  discovered  that  more  intense 
global  competition  is  causing  individual 
firms  and  even  entire  industries  to  rely 
more  heavily  upon  computer-driven  man- 
ufacturing systems  that  encompass  every 
facet  of  operations.  Even  so,  the  full 
potential  of  computer  systems  now  in 
place  is  not  being  exploited. 

Among  the  most  exciting  new  tech- 
niques contributing  directly  to  manufac- 
turing productivity  are  computer-aided 
design  (CAD)  and  computer-aided  manu- 
facturing (CAM).  These  are  especially 
valuable  for  industries,  such  as  aerospace, 
whose  end  products  depend  upon  a 
myriad  of  variables,  each  of  which  must 
be  very  finely  tuned.  CAD  permits  the 
designer  to  experiment  with  the  full  range 
of  possible  design  variations  and  to 
observe  how  these  modifications  affect 
critical  engineering  factors  or  aesthetic 
values. 

CAM  combines  computers  with  indus- 
trial robots  and  other  "smart"  machines. 
A  typical  CAM  system  consists  of  a  "team" 
of  computer-controlled  tools  operating 
in  sequence,  with  a  central  information 
processor  overseeing  the  entire  system 
and  ensuring  that  parts  and  materials  are 
shuttled  among  a  number  of  machines  in 
the  most  efficient  way  possible.  In  a  thor- 
oughly integrated  manufacturing  system, 
computers  are  responsible  for  keeping 


track  of  the  activities  of  all  the  machines 
and  making  split-second  adjustments 

While  CAM  systems  have  been  on  d 
drawing  boards  for  some  time,  it  has  tx 
only  within  the  last  five  years  that  succa 
ful  applications— commonly  called  Flex 
ble  Manufacturing  Systems  (FMS)— haj 
been  put  into  place.  There  are  about  1| 
FMS  systems  operating  in  the  United  I 
States  and  over  100  such  installations  in 
Japan.  It  is  primarily  because  of  FMS  rjf 
the  Japanese  are  able  to  operate  a  thin 
shift  with  virtually  no  manpower,  achil 
mg  about  75  percent  of  the  output  proji 
duced  on  the  first  and  second  shifts. 

VI.  Materials  Management  and 
Inventory  Control  " 

The  high  cost  of  capital  has  made 
investment  in  all  aspects  of  business  n| 
expensive  than  ever  before.  One  area 
where  significant  cost  savings  can  be 
made,  with  impact  on  both  profitability 
and  productivity,  is  inventory  control  an 
materials  management.  Inventory  cost 
have  been  climbing  steadily  in  recent  | 
years,  but  regardless  of  a  particular  coil 
pany's  actual  costs  of  carrying  inventor] 
any  cost  saving  that  can  be  made  in  th 
area  reflects  a  saving  at  the  rate  of  the 
firm's  cost  of  capital— and  frees  up  tha  | 
capital  for  other  purposes. 

A  Booz«Allen  worldwide  survey  of 
companies  representing  18  industries  i 
the  United  States,  western  Europe  and 
Japan  revealed  that  Japanese  firms  ha 
increased  their  inventory  turnover  31  pj 
cent  over  a  nine-year  period,  while  coil 
panies  in  the  United  States  improved 
only  20  percent  and  the  performance  C 
European  firms  declined  by  2  percent 
(Figure  3). 

The  picture  that  emerges  is  yet  ano 
version  of  the  "Japanese  success,"  yet 
would  be  a  mistake  to  assume  that  thj 
lead  in  inventory  and  materials  manacj 
ment  is  determined  by  factors— culturj 
environment,  managerial  style,  physio 
facilities— that  are  peculiar  to  Japan.  C 
the  contrary,  Booz«Allen  s  study  showifloni 
that  firms  with  successful  materials  m; 
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You  can't  reach  the  top  by  being  a  pencil  pusher. 


doesn't  take  much  to  block  the  door 
>  success. 

flash  of  an  idea  that  slips  your  mind, 
note  that  never  gets  written, 
ow  you  can  erase  those 
bstacles.  With  the  Messenger" 
nought  Processor  from  Lanier, 
jst  touch  a  button  on  the  unit  on 
Dur  desk,  and  it  activates  one  of 
iur  microcassettes  on  your 
scretary's  desk. 

se  each  one  for  a  different  subject. 
du  can  organize  your  thoughts  as 
)u  go  along.  And  first  things  will  get 
one  first. 


Plus,  you  can  activate  the  Messenger 
from  just  about  any  phone  in  the  world. 
The  choice  is  simple.  Be  a  pencil 
pusher.  Or  get  the  Messenger.  And 
move  ahead  at  the  speed  of  sound. 


□  I'd  like  more  information  on  the  Messenger. 

Name  


Title. 


Company. 


Business  Address- 
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County_ 


.  State. 


-Zip- 


Mail  to  Lanier  Business  Products,  Inc. 

1 700  Chantilly  Drive  N  E..  Atlanta,  GA  30324 

Ask  your  office  manager  about  Thought  Processors. 

Or  call  (800)  241  - 1 706.  In  Georgia,  (404)  321  - 1 244  collect. 
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Figure  3 
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agement  systems  have  several  common 
characteristics,  regardless  of  their  setting. 
These  features  include  top  management 
commitment  to  integrated  materials  man- 
agement, a  high  level  of  multidisciplinary 
training  and  cross  functional  experience 
among  managers,  and  finally,  involve- 
ment of  users  in  the  design  of  computer- 
ized systems  that  are  a  feature  of  most 
materials  and  inventory  management 
operations. 

These  firms  have  managed  to  over- 
come the  vulnerability  that  is  typical  of  the 
manufacturing  sector:  Swings  in  and  out 


of  recession  act  as  a  destabilizing  agent  in 
materials  planning,  the  natural  inertia  of 
the  supply  chain  magnifying  the  impact  of 
such  changes  and  resulting  in  major 
inventory  shortages  and  surpluses  in  rapid 
succession.  Management  often  overcom- 
pensates  for  these  ups  and  downs  in  the 
hope  of  providing  a  safety  net  for  the  next 
swing.  This  response,  however,  almost 
inevitably  incurs  additional  costs  and  risks. 
Further  complicating  materials  manage- 
ment and  inventory  control  is  the  posses- 
sive behavior  of  managers  involved  in  the 
chain.  Marketing  and  distribution  func- 


tions often  develop  independent  forecas 
that  attempt  to  second-guess  inventory 
managers.  As  a  result,  inventories  all  alor 
the  materials  supply  chain  tend  to  accu- 
mulate, and  costs  rise  even  more. 

At  the  level  of  international  competi- 
tion, these  conflicting  objectives  of  differ 
ent  management  functions  are  even  mo 
apparent,  for  it  is  at  this  level  that  control 
of  operating  costs  is  so  critical.  Manufac- 
turers are  caught  in  a  vicious  circle.  Mar- 
keting managers  reguire  heavy  mventorn 
in  order  to  guarantee  a  high  level  of  cus- 
tomer service,  yet  the  burden  of  carrying 
those  inventories  tends  to  drive  up  prod- 
uct costs,  putting  the  producer  at  a  com- 
parative disadvantage  in  international 
markets.  In  response  to  this  evidence  of 
conflicting  objectives  among  the  market 
mg,  manufacturing  and  finance  functior 
Booz'Allen  developed  the  technigue  of 
supply  chain  management.  This  concep 
takes  up  where  materials  management 
leaves  off,  introducing  two  important  ne 
elements  to  this  management  issue. 

First,  supply  chain  management  pro-!; 
vides  a  critical  evaluation  of  trade-offs 
between  key  elements  all  along  the  sup 
ply  chain  (Figure  4).  Customers,  for  exam 
pie,  may  prefer  greater  reliability  in  delivt 
to  short  lead  times,  thus  making  possibl 
reduced  inventory  of  finished  products. 
This  type  of  trade-off  can  probably  be 
negotiated  by  individual  item  based  on 
relative  volume  or  price,  and  can  be 
repeated  all  along  the  supply  chain,  fror 
delivery  of  raw  materials,  to  work-in- 
process  inventories,  to  finished  goods. 

VII.  Revitalizing  the  Defense 
Industry 

Like  other  sectors,  the  U.S.  defense 
industry  suffers  from  sluggish  product- 
ivity. In  this  case,  the  problem  is  being 
addressed  through  the  Air  Force's  Techn 
ogy  Modernization  (Tech  Mod)  progran 
the  Army's  Industrial  Productivity  Improv 
ment  (I. PI.)  program  and  the  Navy's  Indu 
trial  Modernization  program. 

Tech  Mod,  the  first  of  these  program^ 
was  developed  by  a  joint  team  of  profe 
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sionals  from  the  U.S.  Air  Force,  General 
Dynamics  and  BoozVMIen.  Originally 
applied  to  the  manufacture  of  the  F-16 
fighter  aircraft,  Tech  Mod  is  an  incentive 
program  in  which  the  Air  Force  provides 
seed  money  for  factory  innovations  by 
paying  contractors  for  on-site  technology 
studies  related  to  major  defense  projects. 
Participating  companies  then  contribute 
capital  to  buy  new  eguipment  and  to 
implement  innovations.  The  government, 
in  turn,  shares  costs  savings  with  the  man- 
ufacturer so  that  everyone  comes  out 
ahead. 

In  the  case  of  the  F-16,  Tech  Mod 
involved  an  investment  of  $100  million  by 
General  Dynamics  and  $25  million  sup- 
plied by  the  Air  Force.  The  funds  were 
applied  primarily  to  productivity  improve- 
ment measures,  including  technological 
advances  such  as  advanced  numerical 
control  of  machine  tools,  robotics,  micro- 
processor-controlled sheet  metal  fabrica- 
tion, and  computer-aided  design  and 
manufacturing. 

The  Defense  Department  is  building 
on  this  experience  by  commissioning  a 
triservice  group  to  guide  future  programs. 
Because  the  participating  companies  are 
reguired  to  share  the  knowledge  they 
acquire  from  Tech  Mod  programs,  the 


potential  for  fruitful  technology  transfer 
appears  excellent. 

VIII.  People  and  Productivity 

Even  today,  productivity  in  the  manu- 
facturing sector  is  frequently  calculated  by 
comparing  output  with  input— e.g.,  divid- 
ing production  totals  by  man-hours.  There 
is  an  anomaly  in  this  simplistic  approach, 
however:  Employees  such  as  assembly- 
line  workers  are  blamed  for  sluggish  pro- 
ductivity, while  the  managers  who  make 
the  major  decisions  affecting  productivity 
are  less  freguently  subject  to  such  scrutiny. 

Many  American  firms  have  started  to 
follow  the  Japanese  lead  in  setting  up 
"quality  circles"  (QC),  a  much  more 
sophisticated  version  of  the  traditional 
suggestion  box.  Typically  a  QC  consists  of 
several  workers  from  one  or  two  depart- 
ments who  confront  similar  problems  in 
their  daily  work.  The  members  meet  on 
company  time  for  a  few  hours  each  week, 
proposing  and  evaluating  suggestions  for 
improving  productivity.  They  may  make 
suggestions  for  machine  set-ups  and 
inspection  procedures  or  other  factors 
affecting  the  quantity  or  quality  of  their 
output.  They  debate  the  issues,  reach 
agreement  on  what  should  be  done,  and 
submit  recommendations  to  supervisors 


and  higher  management. 

Today,  QC  programs  take  in  more  t 
tory  than  all  but  their  most  enthusiasti 
advocates  would  have  anticipated  or 
few  years  ago.  In  many  companies  th 
programs  have  enhanced  the  quality 
quantity  of  manufacturing  output  by 
affecting  such  factors  as  tooling,  sche 
ing,  flow  of  materials,  machine  tools, 
ancing  the  assembly  line,  engineermc 
techniques,  plant  layout,  introduction 
new  equipment,  energy  conservator 
reduction  in  scrap  and  repairs,  mainte 
nance  of  plant  and  equipment,  qua 
product  or  service,  manpower  allocat 
and  reduction  of  downtime. 

IX.  Risks  versus  Opportunities 

Efforts  to  raise  productivity  througf 
new  manufacturing  strategies  and  on 
means  represent  a  corporate  adventi 
perhaps  a  risky  one.  Creativity  innova 
and  invention  must  be  contemplatec 
however  tempered  they  may  be  by  tl 
tendency  of  management  to  play  for 
short-term  results.  The  returns  of  the 
future,  however,  will  depend  in  large 
measure  upon  today's  investment  in 
improved  productivity.  It's  an  opportt 
that  American  business  cannot  afforc 
pass  up. 
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Knowledge  Workers:  Key  to  Office  Productivity 


Harvey  Poppel,  a  senior  vice  president 
of  Booz*Allen,  leads  the  firm's  worldwide 
Information  Industry  practicp  Mr  Poppel 
was  responsible  for  Booz*Allen's  Multi-Cli- 
ent Study  of  Managerial  and  Professional 
Productivity  which  surveyed  the  outlook 
for  productivity  in  15  major  U.S.  manufac- 
turing, banking,  insurance  and  govern- 
ment organizations. 


While  today's  productivity  crisis  is 
most  evident  in  the  factory  tomorrow's 
challenge  will  take  place  in  the  office. 
Direct  blue  collar  work,  which  currently 
accounts  for  20  to  25  percent  of  labor 
expense,  will  probably  be  a  considerably 
less  significant  personnel  cost  by  the  year 
2000.  Although  executives  certainly  are 
aware  of  this  trend,  relatively  few  com- 
panies address  the  issue  of  productivity 
against  this  background.  As  a  result, 
productivity  gains  among  white  collar 
workers  will  probably  be  more  elusive 
than  improvements  in  the  output  of  the 
typical  manufacturing  plant. 

Even  in  the  minds  of  executives  who 
recognize  this  developing  shift  in  the 
labor  mix,  higher  office  productivity  often 
is  a  goal  pursued  along  the  lines  of  a  nar- 
row model.  In  this  model  of  the  auto- 
mated office,  support  staff  employees 
(secretaries  and  clerical  workers)  have 
access  to  a  vast  array  of  electronic  eguip- 
ment. 

Increased  productivity  of  support 
staff  is  only  the  tip  of  the  iceberg,  how- 
ever. Managers  and  professionals  — 
"knowledge  workers"  whose  output  is 
most  difficult  to  measure  —  must  face  the 
challenge  of  improving  their  own  pro- 
ductivity in  order  to  assure  future  corpo- 
rate profitability  and  competitiveness. 

In  the  United  States  today,  the 
employment  costs  of  managers  and  pro- 
fessionals in  private  industry  add  up  to 


$600  billion  annually  This  is  about  three 
times  the  amount  spent  on  all  other  office 
costs,  including  support  staff  and  office 
space.  These  costs  are  indicative  of  the 
value  that  corporations  place  on  the  skills 
of  managers  and  professionals.  It  is  ironic, 
then,  that  these  workers  so  often  find 
themselves  in  an  inefficiency  trap  of  wast- 
ing too  much  time  on  scheduling  meet- 
ings, traveling,  searching  for  information 
or  people,  and  similar  activities.  Diver- 
sionary activities  of  this  type  measurably 
detract  from  productivity,  so  that  the  typi- 
cal manager  is  only  able  to  focus  on  pri- 
mary tasks  for  less  than  five  hours  per 
day.  Like  support  staff,  these  knowledge 
workers  and  their  employers  stand  to 
benefit  significantly  from  the  installation 
of  any  of  the  several  elements  of  the 
automated  office  now  available  or  in 
development.  Such  innovations  include: 

•  Electronic  information  systems 
designed  to  meet  the  particular  needs 
of  sellers  and  buyers.  These  systems 
allow  an  exchange  of  information  on 
product  or  service  performance  and 
purchase  reguirements.  They  also  pro- 
vide the  ability  to  place  and  track 
orders;  to  invoice  customers;  to  set  up 
pay  schedules  and  expediting  systems 
for  salespeople. 

•  Work  stations  that  enable  knowledge 
workers  to  layout  text,  graphics  and 
numerical  tables. 

•  New  communications  systems  such  as 
speech  mail,  mobile  telephones  and 
videoconference  centers. 

To  the  uninitiated,  these  state-of-the- 
art  business  tools  may  seem  like  extraor- 
dinary luxuries.  But  in  the  reality  of  the 
business  world,  this  sort  of  investment 
will  be  a  necessity  for  companies  wishing 
to  improve  productivity  and  competitive 
position.  Booz'Allen's  own  cost-benefit 
analyses  show  that  installation  of  such 
systems  could  result  in  savings  of  about 


15  percent  of  the  typical  knowledge 
worker's  time.  These  savings  could  be 
realized  within  five  years.  By  1990,  thes 
savings  could  exceed  SI 00  billion  for  tf" 
entire  U.S.  industry  as  a  whole. 

The  automated  office  can  also  be 
expected  to  stimulate  productivity 
improvements  beyond  those  measurec, 
strictly  in  terms  of  time  or  effort  saved 
specific  tasks.  Our  discussions  with  exe 
utives  in  leading-edge  companies  in  th 
United  States  and  Europe  reveal  that 
workers  in  some  companies  that  have 
implemented  office  automation  progra 
experience  enhanced  guality  of  work  li 
and  motivation. 

It  will  be  up  to  the  business  strate- 
gists—top management— to  determin 
the  form  in  which  office  automation  be 
efits  will  be  reaped.  Depending  on  the 
growth  and  market  goals  of  the  com 
pany  management  may  choose  to  cap 
talize  on  the  increased  output  of  kno\A 
edge  workers  by  expanding  output.  C 
the  company  may  concentrate  on 
upgrading  the  guality  of  work  life.  Thi 
may  seem  to  be  a  circuitous  route  to 
improving  the  bottom-line,  but  the  ev« 
tual  impact  may  be  greater  over  the  lo 
run.  Of  course  these  alternatives  are  n 
mutually  exclusive,  and  many  combin 
tions  and  trade-offs  are  possible. 

Whichever  strategy  management 
chooses,  the  eclectic  nature  of  knowl- 
edge work  will  cause  cumulatively  Ian 
productivity  gains  to  come  in  small  bit 
The  mix  of  technologies  will  vary  from 
function  to  function  and  from  one  bus 
ness  to  another.  Factors  such  as 
employee  acceptance  of  the  automate 
office  also  will  be  critical  to  improving 
productivity  of  knowledge  workers. 
Companies  that  have  the  foresight  wi 
stand  the  best  chance  of  maintaining 
their  competitive  edge  in  the  market- 
place. B  H  B 


Building  a  better  personal  computer 
than  IBM,  AppkNind  Xerox  wasn't  easy. 


Thanks  for  waiting. 


Ve  know  your  question:  How  could  Olivetti  have  developed 
better  personal  computer  than  the  other  giants? 
The  answer  in  a  word:  Experience.  Olivetti  introduced 
^e  world's  first  desk-top  computer  in  1965.  Since  then, 
'e've  continued  to  market  a  variety  of  minicomputers 
nd  microcomputers  to  a  wide  range  of  users. 
The  new  M20  has  the  latest  technological  advances, 
ce  our  true  16-bit  microprocessor.  And  the  results? 
v'ell,  check  the  comparison  chart  for  yourself:  In  price- 
erformance  and  feature  benefits,  Olivetti's  M20  has 
lore  capability  across  the  board  than  the  Xerox  820, 
e  IBM  Personal  Computer  and — hold  on  to  your 
isks — the  Apple  IE. 

In  fact,  dollar  for  dollar,  the  M20  is  the  most  powerful 
ersonal  computer  on  the  market. 
It  can  handle  just  about  any  application — electronic 
Dread  sheets,  accounting,  word  processing,  data  entry, 
Dmmunications,  scientific,  technical. ..in  fact,  everything 
make  you  more  productive.  And  the  M20's  memory 
opacity — 51 2K  bytes — makes  the  Apple  Hi's  memory  ..£1^™„! 
>ok  pretty  unmemorable.  N°'T&°" 
Operating  the  M20  is  as  easy  as  using  an  Olivetti  typewriter. 
)u  don't  need  programming  experience.  The  M20  teaches  you 
I  about  itself.  One  step  at  a  time. 

And  you  needn't  wade  through  a  sea  of  complicated  com- 
jter  printouts.  The  M20  allows  you  to  visualize  the  most 
:>mplex  information  in  high-resolution  graphics — even  color. 
Its  programming  language  is  Microsoft  BASIC  version  5.2. 
niversally  known,  easy  to  learn  and  use,  it  also  ensures  com- 
^tibility  with  a  wide  range  of  existing  application  programs. 
Olivetti  has  developed  its  own  disk-based  operating 
stem  (PCOS — Professional  Computer  Operating  Sys- 
m)  which  fully  exploits  the  full  potential  of  the  M20. 
OS  monitors  and  manages  the  system,  catalogues 
id  executes  command  procedures,  executes  util 
programs,  calls  assembler  routines,  pro- 
des  a  constant  HELP  function,  protects  data 
id  programs  via  passwords  and  provides  a 
and  full-screen  editor. 
CP/M"  option  can  give  you  access  to  the 
ding  world  of  CP/M  software. 


Of  course,  Olivetti  offers  a  complete  line  of  printers.  And  if 
you  already  own  an  Olivetti  electronic  typewriter,  you  already 
have  a  printer  compatible  with  the  M20. 
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Olivetti's  extensive  sales  and 
service  network  includes  locations 
in  every  state.  So  send  in  the 
coupon,  and  let  us  prove  to 
you  that  the  M20  was 
worth  the  wait. 
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If  you're  not 
talking  toWfong  about 
office  automation, 
it  really  isrit 
office  automationyoui'e 
talking  about. 


Most  companies  in  this  business  either 
don't  have  the  right  answers  or  they  don't  see 
the  real  opportunity.  Because  office  automa- 
tion isn't  just  office  products.  Or  one-shot 
solutions.  It's  systems  that  put  the  power  of 
the  computer  at  the  fingertips  of  everyone  in 
your  office. 

That's  what  Wang  offers.  The  technology 
to  manage  and  communicate  all  forms  of 
information,  from  words  and  numbers  to  voice 
and  pictures,  in  your  office  and  around  the 
world.  Easy-to-use  products  designed  for  peo- 
ple, not  technicians.  And  the  resources  to  bring 
you  office  automation  in  83  different  countries. 

That's  the  scope  of  what  we're  talking 
about.  And  that's  what  makes  Wang  the  only 
computer  company  today  that  can  deliver  on 
the  real  promise  of  office  automation. 

So  talk  to  others  if  you  wish.  But  listen 
to  Wang. 

For  a  presentation  on  Wang  office 
automation,  call  1-800-225-0643  (in  Massa- 
chusetts call  1-617-459-5000,  ext.  5711). 
Or  write  to  Wang  Laboratories,  Inc.,  Business 
Executive  Center,  One  Industrial  Avenue, 
Lowell,  MA  01851. 


WANG 


The  Office  .Automation  Computer  Company 
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While  Canada's  overall  economy  stag- 
nates, a  trio  of  state-of-the-art  telecom- 
munications companies  gives  U.S.  com- 
petitors a  tough  time  on  their  own  turf. 


The  maple 
leaf  factor 


$100  billion  (U.S.)  market,  the  Cana- 
dian demand  for  telecommunication 
equipment  and  services  is  minuscule. 
By  1986  the  Canadian  market  will 
reach  $15  billion  (U.S.),  the  U.S.  mar- 
ket $150  billion.  The  8%  share  of  the 
U.S.  market  won  from  AT&T  by  non- 
Bell  equipment  and  service  suppli- 
ers— worth  $6  billion — is  almost  as 
large  as  the  entire  Canadian  market. 
And  the  percentage  that  the  indepen- 
dents get  absolutely  has  to  grow.  Fed- 
eral Judge  Harold  H.  Greene's  August 
1982  decision  opens  the  way  for  Bell's 
22  local  operating  companies  to  buy 
from  non-Western  Electric  suppliers. 
The  share  of  that  business  going  to 
Canadian    companies   will  almost 


By  Jean  A.  Briggs 


In  1956  the  U.S.  Justice  Depart- 
ment entered  into  a  consent  de- 
cree with  AT&T,  which  essen- 
tially said  that  its  Western  Electric 
subsidiary  could  no  longer  supply 
Canadian  Bell  with  telephone  switch- 
ing equipment.  Justice's  goal  was  to 
increase  competition  and  it  succeed- 
ed, but  the  beneficiaries  were  not  U.S. 
rivals  of  Western  Electric  but  a  trio  of 
Canadian  outfits;  the  world  works  in 
strange  ways. 

Cut  off  from  Western  Electric 's 
technology,  Canadian  Bell's  old  man- 
ufacturing arm  set  up  a  mini-Bell  Labs 
called  Bell  Northern  Research.  That 
enabled  it  to  supply  high-quality, 
American-compatible  gear  to  Bell 
of  Canada.  It  grew  into  a  $3  billion* 
(sales)  corporation,  Northern  Tele- 
com Ltd.  Today  Northern  Telecom 
dominates  the  $3  billion  Canadian 
telecommunications  equipment 
market  and  holds  a  major  share  of 
the  non-Bell  U.S.  telephone  equip- 
ment market  as  well.  With  the  ex- 
ception of  California-based  Rolm 
Corp.,  Northern  Telecom's  fiercest 
competition  in  the  U.S.  is  likely  to 
come  from  two  other  Canadian 
companies:  $300  million  (sales) 
Mitel  Corp.  and  $53  million  (sales) 
Gandalf  Technologies.  They,  in 
turn,  are  looking  over  their  shoul- 
ders at  more  than  20  other  Canadi- 
an companies  that  have  carved  out 
specialized  niches  in  telecom- 
munications, most  with  an  eye  on 
the  lucrative  American  market. 
Thank  you,  Justice  Department. 

The  reasons  for  the  Canadian  in- 
vasion of  the  U.S.  aren't  hard  to 
understand.  Compared  with  that 


'All  amounts  in  Canadian  dollars  unless  other 
wise  indicated 


Northern  Telecom 's  Walter  Light 

"Every  line  means  more  in  the  future. 


Edited  by  Stephen  Kindel 

surely  spread  like  prairie  fire,  since 
some  of  the  most  technologically  ad- 
vanced gear  comes  from  Canada. 

How  did  the  Canadians  get  so  far 
ahead?  Since  AT&T  owned  the 
American  marketplace,  it  dictated  the 
pace  of  technological  change.  Why 
push  satellites,  for  example,  when 
you  have  an  extensive  investment  in 
wires?  The  Canadians,  however,  were 
still  building  their  system  and  could 
afford  to  be  a  little  visionary.  Looking 
ahead,  they  were  intrigued  with  the 
notion  of  making  all  the  machines  in 
the  office  able  to  communicate  with 
each  other,  particularly  the  comput- 
ers that  were  beginning  to  proliferate 
in  the  office.  Since  the  telephone  was 
the  chief  instrument  of  communica- 
tions, it  hadn't  taken  the  telephone 
and  computer  industries  long  to  rec- 
ognize that  the  best  way  to  go  was  to 
make  their  equipment  compatible. 

Unfortunately,  telephones  use  ana- 
log signals  and  computers  use  digital 
signals,  and  the  difference  between 
the  two  makes  communication  with- 
out some  sort  of  conversion  impossi- 
ble. In  an  analog  signal,  sound  is  me- 
chanically converted  to  an  electrical 
current  of  varying  amplitude  and 
pushed  along  a  telephone  line,  where 
it  is  reconverted  to  sound  at  the 
other  end.  A  computer  doesn't  care 
about  sound;  its  bits  of  informa- 
tion are  expressed  as  a  sequence  of 
on/off  signals.  As  such  they  are 
enormously  accurate.  But  to  be 
transmitted  over  standard  tele- 
phone lines  they  must  be  convert- 
ed to  analog  signals,  which  intro- 
duces the  possibility  of  error  and 
distortion.  Just  as  telephone  calls 
can  be  interfered  with  by  electrical 
storms  and  such,  so  too  can  com- 
puter data  transmissions. 

This  problem  is  solved  by  the 
digital  switch.  It  converts  voice 
communications  into  digital  infor- 
mation and  allows  computer  data 
to  remain  in  that  mode,  thus  assur- 
ing greater  accuracy  for  both.  Digi- 
tal can  also  result  in  greater  effi- 
ciencies by  making  packet  switch- 
ing feasible.  Packet  switching  is  a 
method  of  moving  information 
from  various  terminals  along  a  sin- 
gle, common  channel  to  its  proper 
end  destination,  much  as  a  net- 
work of  feeder  roads  runs  into  a 
superhighway. 
Digital  switches  can  also  provide 
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ONE  COMPANY  IS  HELPING 
TOMORROW  DAWN  TWICE  IN  THE  SAME  SKIES. 

THE  COMPANY  IS  GRUMMAN. 

In  wind  tunnels  and  on  test  stands,  new 
Grumman  aircraft  are  helping  move  the  future 
of  flight  into  the  present  in  two  different  ways. 

The  first,  called  Design  698,  will  take  off 
and  land  like  a  helicopter  and  fly  forward  with 
the  speed  of  a  plane.  With  two  turbofan  jet 
engines  and  nacelles  that  tilt  for  hover,  transi- 
tion, and  conventional  flight,  it  will  be  able  to 
operate  from  postage-stamp  airfields  as  well 
as  Navy  cruisers  and  destroyers.  Now  that  five 
thousand  hours  of  wind  tunnel  testing  -as  well 
as  simulators  and  radio-controlled  models  - 
have  proved  the  validity  of  Grumman's 
V/STOL  technology,  the  next  step  is  a  manned 
flight  demonstrator. 

With  Grumman's  leadership  reputation  in 
lightweight,  super-strong  composite  materials, 
we're  also  designing  and  testing  an  aircraft 
with  wings  that  sweep  forward  instead  of  back. 
Known  as  the  X-29A,  this  innovative  design 
will  do  a  lot  more  than  demonstrate  a  broad 
range  of  advanced  technologies.  It  will  reduce 
aerodynamic  drag,  improve  fuel  efficiency  and, 
with  its  lighter  weight  and  greater  maneu- 
verability, will  reach  a  new  plateau  for  high 
performance  aircraft. 

Providing  tomorrow's  aircraft  with 
capabilities  like  these  requires  a  host  of  tech- 
nologies, many  of  which  can  be  seen  in  the 
tactical  aircraft  Grumman  produces  today  -  the 
F-14,  A-6E,  E-2C,  EA-6B  and  EF-1 1 1 .  So 
whether  it's  keeping  today's  aircraft  preemi- 
nent or  making  tomorrow's  unmatched,  we 
have  the  technology  for  the  job  at  hand. 


THE  TECHNOLOGY  FOR  THE  JOB  AT  HAND 

GRUMMAN 
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What's  so  great  about  digital? 


In  an  analog  system,  sound  strikes  a  diaphragm  in  a  telephone  transmit- 
ter causing  it  to  vibrate,  creating  a  How  of  electricity  analogous  to  the 
sound.  When  that  How  reaches  the  proper  receiver,  it  strikes  another 
diaphragm  and  is  converted  back  to  sound.  In  a  digital  system,  the 
electrical  How  is  converted  into  on/off  impulses.  Digital  signals  are  less 
easily  distorted  than  analog  signals.  Digital  systems  handle  computer 
data  without  conversion  and  make  greater  efficiencies  possible. 


services,  such  as  call  routing,  finding 
the  most  advantageous  long-distance 
routes;  call  again,  which  allows  a  busy 
executive  to  make  a  call,  get  a  busy 
signal,  hang  up  and,  when  he  picks  up 
the  phone,  have  it  automatically  dial 
the  call  again. 

Northern  Telecom  did  not  invent 
the  digital  switch;  it  was  patented  in 
1938  by  an  ITT  scientist.  But  Telecom 
was  the  first  company  to  offer  a  fully 
digital  switch  on  the  U.S.  telecom- 
munications market,  in  1976.  From 
that  point  onward,  the  availability  of 
digital  switches  has  transformed  the 
marketplace.  Telephone  executives 
have  either  bought  them  or  stopped 
buying  other  things  until  they  could 
justify  buying  digital  switches.  The 
phenomenon  is  so  pronounced  that  it 
has  a  name:  "waiting  for  digital." 

Northern  Telecom's  family  of 
switches  is  completely  modular.  A 
telephone  company  executive  can 
keep  adding  to  his  basic  switching 
system,  a  board  at  a  time,  as  his  needs 
increase.  Once  installed,  it  doesn't 
make  much  sense  to  change  to  an- 
other digital  switching  system,  par- 
ticularly since  digital  switches  virtu- 
ally never  wear  out.  "Every  line  I  sell 
now  means  more  lines  in  the  future," 
says  Walter  Light,  Telecom  chairman. 

The  success  of  Northern  Telecom's 
move  into  digital  has  positioned  it 
well  for  its  next  move,  into  office 
equipment.  In   1978  the  company 


bought  two  U.S.  computer  systems 
manufacturers,  Data  100  Corp.  and 
Sycor  Inc.,  and  plans  to  make  a  series 
of  announcements  regarding  integrat- 
ed office  products  this  month.  Al- 
though the  office  integration  effort 
has  been  a  significant  moneyloser  so 
far— $16  million  in  1981,  $87  million 
the  year  before — Light  seems  unper- 
turbed. Having  proved  the  viability  of 
linking  office  equipment  together, 


and  witnessing  the  efforts  of  Wang, 
Xerox,  Digital  and  IBM  to  develop 
communications  gear,  Light  sees  a 
natural  convergence  of  the  two  tech- 
nologies— computers  and  telecom- 
munications, with  the  edge  to  the 
communications  specialists. 

One  of  the  major  reasons  for  that 
edge  is  in  the  circuitry  itself.  A  single- 
purpose  chip,  such  as  random  access 
memory  (RAM)  or  a  microprocessor 
used  in  computers,  is  simply  easier  to 
design  than  a  more  complex  chip  that 
performs  both  processing  and  switch- 
ing functions,  or  which  integrates 
switching,  processing,  some  directory 
(memory)  information  and  perhaps  a 
variable  power  supply.  It  is  chips  like 
that  that  are  needed  to  compete  effec- 
tively in  the  telecommunications 
market,  and  in  such  chips  the  Canadi- 
ans dominate.  Therein  lies  yet  an- 
other Canadian  success  story.  Two 
former  Telecom  employees,  Michael 
Cowpland  and  Terence  Matthews,  co- 
founders  of  Canada's  Kanata-based 
(near  Ottawa)  Mitel  Corp.,  are  the  pre- 
mier designers  of  specialized,  inte- 
grated telecommunications  chips. 

Cowpland  and  Matthews,  both  En- 
glish-born, in  true  entrepreneurial 
style  started  Mitel  in  their  basements. 
Mitel  is  not  in  the  chip  business  per  se. 
Private  automatic  branch  exchanges 
(PABXs) — in  office  telephone  switch- 
boards— are  the  company's  mainstay. 
Their  first  successful  effort,  a  touch- 
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"...while  an  insurance  policy 
is  a  legal  contract  that  ex- 
presses our  minimum  re- 
sponsibility, there  are  many 
occasions  when  equity  de- 
mands that  we  recognize  a 
moral  obligation  beyond  the 
strictly  legal  terms— and  this 
is  always  a  consideration  in 
our  settlements" 

HEN  DON  CHUBB 
(1874-1960) 


Our  insurance  policy. 


CHUBB 

Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 
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tone  receiver,  helped  the  pair  raise 
$120,000  from  private  backers,  in  re- 
turn for  25%  of  Mitel's  stock. 

From  that  point,  in  1973,  the  com- 
pany has  grown  at  almost  100%  per 
year.  Mitel's  sales  of  $300  million  are 
expected  to  produce  $50  million  in 
profits  this  year,  and  the  prospects  for 
continued  growth  are  dazzling.  Mitel 
took  17%  of  the  $700  million  U.S. 
PABX  market  this  year,  says  Robert 
Tang,  an  analyst  with  McLeod  Young 
Weir,  a  Toronto  brokerage  firm. 
That's  a  bigger  share  than  any  of  its 
competitors  except  Western  Electric, 
and  if  you  look  at  the  market  for 
smaller  switchboards — typically  be- 
tween 10  and  200  lines — Mitel's  share 
is  higher,  around  25%.  "Telecom- 
munications is  a  global  business," 
says  Cowpland,  in  rapid,  clipped 
speech,  "and  in  that  market  we  are 
shipping  1.2  million  lines  this  year. 
Industry  figures  show  that  Western 
Electric  will  be  shipping  1 . 1  million." 

If  Mitel  is  number  one  in  the  world, 
it  is  because  its  products  are  better 


and  cheaper.  Mitel  sells  its  switch- 
boards for  $200  to  $300  per  line, 
which  is  about  half  the  cost  of  most 
competitors'  models.  Such  economics 
comes  directly  from  chip  design,  and 
nobody  understands  communications 
chips  better  than  Cowpland  and  Mat- 
thews. Says  Cowpland:  "Every  year, 
the  capability  of  the  chips  increases, 
and  if  we  can  incorporate  those  ad- 
vances into  our  systems,  we  can  stay 
ahead  of  our  competition  by  a  factor 
of  two  or  three  years." 

Just  by  way  of  demonstrating  their 
capability,  Cowpland  and  Matthews 
have  introduced  a  new  system,  the 
SX-2000,  that  does  for  the  large  PABX 
market  what  their  earlier  models  did 
for  the  small  office.  The  SX-2000 
takes  up  half  the  space  of  its  closest 
rival,  uses  half  the  power  and  sends 
information  out  four  times  faster. 
Mitel,  which  will  begin  shipping 
SX-2000s  in  February,  expects  to  sell 
up  to  $100  million  worth  the  first 
year.  The  company  has  also  signed 
an  agreement  with  IBM,  which  has 
been  searching  for  its  own  entry 
into  the  office  communications  mar- 
ket. While  neither  Mitel  nor  IBM  will 
disclose  details  of  the  agreement,  most 
analysts  believe  that  IBM  will  incorpo- 
rate SX-2000  technology  into  a  PABX 


that  IBM  will  offer  in  the  U.S. 

IBM's  move  is  probably  meant  as  a 
defense  against  the  inroads  of  still  an- 
other Canadian  company,  Manotick- 
based  (near  Ottawa)  Gandalf  Technol- 
ogies Inc.  Gandalf's  strength  rests  on 
two  ingenious  products:  a  device 
known  as  a  local  data  set,  or  LDS,  and 
another  called  the  private  automatic 
computer  exchange,  PACX.  A  local 
data  set  allows  you  to  send  informa- 
tion short  distances,  say  from  a  com- 
puter terminal  to  a  central  computer 
ten  miles  away,  at  low  cost  and  at 
high  speeds.  It  was  designed  to  meet 
another  need  left  unmet  by  AT&T. 

As  Desmond  Cunningham,  Gan- 
dalf's president,  describes  it,  "Until 
1970  everyone  used  Western  Electric- 
developed  equipment  to  transmit 
computer  data.  It  was  designed  essen- 
tially for  long  distances.  The  phone 
company  did  not  perceive  there  was  a 
different  short-distance  market.  At 
the  time  the  maximum  speed  the 
equipment  could  transmit  asynchro- 
nously was  1,200  bits  per  second,  or 
120  characters."  But  most  data  trans- 
missions are  done  over  short  dis- 
tances and  Gandalf's  LDS  could  trans- 
mit asynchronously  at  9,600  bits  per 
second,  eight  times  as  fast.  Gandalf 
designed  an  LDS  that  was  not  only 


The  muse  of  telephony 


Perhaps  it's  not  so  strange  that 
Canada  is  home  to  three  state-of- 
the-art  telecommunications  manu- 
facturing companies.  Alexander 
Graham  Bell  may  have  been  a 
Scotsman  who  became  a  U.S.  citi- 
zen, but  Canada  claims  him  as  its 
own.  He  spent  most  of  his  sum- 
mers at  Baddeck  on  Cape  Breton 
Island  in  Nova  Scotia,  and  before 
that  lived  briefly  at  his  parents' 
home  in  Brantford,  Ont.  It  was  in 
Canada,  say  the  Canadians,  that 
Bell  did  his  most  creative  work. 

There,  for  example,  he  tried  to 
develop  a  kite  system  for  manned 
flight,  to  get  sheep  to  produce 
twins,  and  to  generate  fresh  water 
from  salt  water.  As  part  of  his  ex- 
periments with  kites  he  conceived 
the  tetrahedral  cell,  a  pyramid- 
shaped  figure  with  great  natural 
stability,  which  was  later  rediscov- 
ered by  Buckminster  Fuller  for  his 
geodesic  dome  and  also  used  in  the 
space  program.  Bell  worked  on  hy- 
drofoils, too,  and,  with  a  young 
Canadian  partner  named  Casey 
Baldwin,  built  what  was  then  the 
fastest  boat  in  the  world  in  1919. 

To  induce  the  muse  of  telephony 
to  remain  in  Canada,  the  Canadi- 


Alexander  Graham  Bell  at  bis  Nora  Scotia  laboratory 
The  Canadians  enshrine  the  founder. 


ans  have  built  an  Alexander  Graham 
Bell  museum  and  library  in  Baddeck, 
appropriately  using  the  principles  of 
the  tetrahedral  cell.  It  overlooks  both 
the  Bras  d'Or  Lake  and  the  hilly  pen- 
insula where  the  inventor  lived  and 
worked.  Perhaps  the  most  interesting 


object  on  display  is  a  mirrored  sun- 
light-powered telephone  that  uses 
no  electricity.  The  principles  of 
this  device  have  been  applied  to 
fiber  optics  and  laser  technology. 
Bell  regarded  the  Photophone  as 
his  greatest  invention. — J.A.B. 
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Some  of  our  hotels  are  purely  resort.  (The  new  Waiohai  in  Hawaii.)  Some  are  strictly 
business.  (Our  Amfac  Hotel  at  Los  Angeles.)  Some  are  both.  (Our  Silverado  Country  Club  & 
Resort  in  Napa,  Ca.,  and  our  Amfac  Hotel-Dallas/Ft.  Worth,  Texas's  largest  hotel,  a  resort 
complex  at  the  airport.  And  some  people  go  there  just  for  the  golf.) 

When  the  question  is  Amfac,  the  answer  is  yes. 

Forbes  500.  $2.1  billion  revenues. 
Diversified  operations  in  38  states. 


L 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities 
The  offer  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus 


New  Issue  /  October  1 1 ,  1982 


$150,000,000 

InterNorth,  Inc. 


121/4%  Sinking  Fund  Debentures  Due  October  15,  2002 


Price  99%  and  accrued  interest  from  October  15,  1982 


Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained  in  any  State 
m  which  this  announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State 
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Incorporated 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A.  G.  Becker 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities 

The  offer  is  made  only  by  the  Prospectus 


New  Issue  /  October  8,  1982 

$250,000,000 

International  Bank  for  Reconstruction 

and  Development 

123/8%  Twenty  Year  Bonds  of  1982,  due  October  15,  2002 
Price  100%  and  accrued  interest  from  October  15,  1982 

Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State 

Salomon  Brothers  Inc 

Morgan  Stanley  &  Co. 

Incorporated 

The  First  Boston  Corporation 
Goldman,  Sachs  &  Co. 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Technology 


cheaper  to  buy  than  Western  Elec- 
tric's  gear,  but  cheaper  to  operate. 

Gandalf  had  no  competition  for  al- 
most three  years.  When  other  manu- 
facturers began  moving  in,  Gandalf 
was  already  in  a  new  market,  the 
PACX,  which  is  for  computers  what  a 
PABX  is  for  telephone  lines.  Those 
two  products  helped  Gandalf  double 
its  sales  every  year  from  1971  to  1978, 
and  sustain  growth,  since  then,  of  bet- 
ter than  50%  until  this  year.  This  year 
Gandalf 's  sales  were  up  33%,  to  $53 
million,  and  earnings  came  in  at  $7 
million,  or  73  cents  a  share. 

The  company  might  have  grown 
even  faster,  except  for  the  fact  that 
Cunningham  and  his  partner,  Gandalf 
Vice  President  Colin  Patterson,  didn't 
take  Gandalf  public  until  last  Decem- 
ber, and  then,  says  Cunningham,  the 
decision  was  forced  on  them:  "Com- 
panies in  this  industry  that  have  sur- 
vived have  had  to  broaden  their  prod- 
uct line  to  satisfy  customers.  If  we 


Managing  the  future 

Stephen  Bechtel  learned  to  be  the 
manager  of  an  engineering  com- 
pany the  easy  way:  He  grew  up  with 
the  firm.  But  according  to  an  increas- 
ing number  of  educators,  high-tech- 
nology managers  will  have  to  learn 
their  skills  in  the  classroom,  not  on 
the  job.  And,  say  many  of  these  same 
educators,  university-based  manage- 
ment training  programs  are  just  not 
adequate  to  the  job. 

"By  the  end  of  the  decade,  50%  of 
corporate  managements  will  have  en- 
gineering backgrounds,"  says  M.K. 
Badawy,  a  consultant  who  has  written 
extensively  on  the  subject.  "But  most 
methods  of  teaching  engineers  man- 
agement are  outmoded,  dangerous  or 
downright  useless." 

The  folks  at  MIT  seem  to  agree 
with  Badawy's  downbeat  assessment, 
because,  after  years  of  running  engi- 
neers through  the  school's  Sloan 
School  of  Management,  MIT  has  de- 
cided that  engineers  need  something 
more:  an  M.S.  in  the  management  of 
technology,  offered  jointly  by  the 
Sloan  School  and  the  Engineering 
School.  Started  just  a  year  ago,  the  12- 
month  course  offers  a  small  number 
of  engineers — currently  a  pilot  class 
of  about  ten — a  chance  to  learn  how 
to  manage. 

What  is  different  about  this  pro- 
gram? Most  of  the  16  courses  were 


Gandalf  s  Desmond  Cunningham 
What  AT&T  overlooked. 


were  going  to  keep  up,  Gandalf  had  to 
do  the  same."  To  get  the  necessary 
capital,  they  went  public. 

Like  Mitel,  Gandalf  is  not  resting 
on  its  existing  technology.  It  has  just 
introduced  its  own  entry,  Pacxnet, 
into  the  already  crowded  local  area 
network  field,  the  market  into  which 
Xerox'  Ethernet,  Wang's  Wangnet  and 
other  office  equipment  manufacturers 


designed  specifically  to  instruct  tech- 
nical people  in  management;  accord- 
ing to  program  manager  Jane  Morse, 
the  courses  are  the  result  of  20  years 
of  research  conducted  by  MIT  faculty. 
The  program  combines  casework,  lec- 
tures, projects  and  guest  speakers. 
The  courses  offered  include  such  to- 
pics as  Technology  Planning,  which 
covers  methods  for  planning  R&D 
projects,  and  Manufacturing/Techno- 
logy Interface,  a  study  of  how  to  direct 
the  introduction  of  new  technology 
into  manufacturing. 

The  objective  of  this  customized 
educational  package  is  not  to  train 
entrepreneurs,  but  rather  to  fill  the 
gaps  in  technical  management  in  ex- 
isting companies  and,  of  course,  pre- 
pare engineers  for  future  roles  in  gen- 
eral management.  It's  a  lot  more  effec- 
tive, says  program  director  Edward 
Roberts,  to  teach  engineers  to  become 
managers  and  head  such  operations 
than  to  instruct  laymen  in  the  com- 
plexities of  running  a  plant.  Says  Rob- 
erts, "Nontechnical  people  are  at  a 
severe  disadvantage  because  they  just 
don't  understand  the  work." 

MIT's  program  isn't  for  kids.  The 
average  student  is  in  his  early  or  mid- 
30s;  MIT  insists  upon  at  least  five 
years'  work  experience.  "We  teach  so- 
phisticated students,"  explains  Rob- 
erts. "This  year's  class  has  worked  for 
an  average  of  11  years." 

Once  a  student  has  been  accepted, 


are  introducing  products  to  bridge  the 
gap  between  computers  and  telecom- 
munications. Pacxnet  would  allow  a 
computer  terminal  user  to  have  ac- 
cess to  all  his  company's  computers 
and  other  information  sources  all  over 
the  country.  Cunningham  believes 
that  Gandalf's  technology  can  do  tne 
office-integration  job  better  and 
cheaper  than  PBX  technology.  "We've 
had  ten  years'  experience,"  he  says. 
"The  job  is  more  difficult  and  com- 
plex than  people  think." 

Even  if  Cunningham  is  only  partial- 
ly right,  the  future  bodes  well  for  Gan- 
dalf and  its  Canadian  brethren.  As 
Mitel's  Cowpland  puts  it,  "People  all 
over  the  world  want  state-of-the-art 
technology,  not  just  something  an  en- 
trenched supplier  can  provide." 

The  Canadian  economy  doesn't 
have  much  to  be  thankful  for  under 
the  left-leaning  regime  of  Pierre  Tru- 
deau.  That's  what  makes  these  three 
entrepreneurial  success  stories  the 
more  outstanding,  a  source  of  genuine 
national  pride.  The  moral,  if  a  moral 
is  needed,  is  simply  this:  Entrepre- 
neurship,  not  heavy-handed  govern- 
ment programs,  is  the  real  road  to 
national  prosperity.  ■ 


what  he  or  she  gets  is  essentially 
training  in  how  to  treat  people  as  hu- 
man beings.  Says  Badawy:  "The  single 
most  important  cause  for  managerial 
failure  is  an  inability  to  handle  people 
effectively."  The  average  engineer,  as 
psychologist  Michael  Maccoby  once 
put  it,  is  a  craftsman,  tied  to  his  work- 
bench and  often  oblivious  to  the  pow- 
er struggles  going  on  around  him.  En- 
gineers get  failing  grades  in  people 
skills,  says  Badawy,  because  of  their 
dependence  on  objective  measure- 
ment. Badawy,  who  conducts  on-the- 
job  workshops  for  engineers  and  sci- 
entists, uses  videotape  and  empha- 
sizes role  playing  to  show  students 
the  right  way  to  manage.  Learning  to 
listen,  he  emphasizes,  is  the  begin- 
ning of  wisdom.  Equally  important 
are  the  intricacies  of  power  politics 
and  persuasion.  Says  Badawy,  "Those 
who  know  about  how  to  use  power 
can  succeed  in  moving  their  ideas 
through  a  company  more  rapidly  than 
those  who  don't." 

With  universities  increasingly 
strapped  for  both  funds  and  students, 
what  could  be  better  than  a  $16,600-a- 
year  program  conveniently  geared  to 
those  most  energetic  Baby  Boomers, 
now  in  their  mid-Thirties?  MIT's 
Roberts  sees  a  growing  number  of  col- 
leges getting  in  on  the  act.  Teaching 
technicians  to  be  human  beings  may 
become  big  business. — Anne  Field 
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ANDERSON  HERALD 
Anderson,  Indiana,  September  4, 1982 


We're  An  Electric  Power. 

We're  also  Appalachian  Power, 
Columbus  and  Southern  Ohio  Electric, 
Indiana  &  Michigan  Electric, 
Kentucky  Power,  Kingsport  Power, 
Michigan  Power,  Ohio  Power, 
and  Wheeling  Electric. 


American  Electric  Power 


How  Bodine  can  help  you  turn 
your  new  product  into  a  profitable  one, 

If  you're  about  to  spend  a 
lot  of  money  on  a  new 
product,  spend  a  little  time 
with  Bodine.  We  can  help 
you  make  your  product 
profitable  by  helping  you  make  it 
more  efficiently. 

Specifically,  Bodine  will  work  with 
your  engineers  to  make  your  product  suitable  for  the  lat- 
est in  automated  assembly  techniques  and  Bodine  auto- 
mated assembly  machines. 

Using  our  machines,  you  can  cut  direct  manufac- 
turing costs,  including  the  cost  of  hiring,  training,  and 
paying  assembly  personnel.  You  can  also  reduce  in- 
process  and  finished  goods  inventory  costs.  Because  a 
Bodine  machine  can  put  together  more  products  in  less 
time  with  a  lot  fewer  mistakes  than  even  the  best  assem- 
bly crew.  And  you  can  save  on  warranty  and  liability 
costs.  Because  a  Bodine  machine  can  automatically 
inspect  all  your  parts  while  it's  assembling  them. 

The  result  is  a  better  quality  product  for  less.  And 
that's  the  kind  of  thing  that  everyone  will  buy.  For  details 
call  Frank  Riley  at  (203)  334-3107  or; 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 


Mine 


How  Bodine  can  help  you  turn 
your  old  product  into  a  profitable  one. 

If  you're  looking  for  a  way 
to  make  your  product  more 
profitable,  look  at  the  way 
it's  designed.  Chances  are 
it  was  designed  in  the  days 
when  labor  was  cheap  and  as- 
sembly techniques  inefficient. 

Now  show  your  product  to  Bodine. 
We'll  show  you  how  you  can  modify  it  to  take  advantage 
of  automated  assembly.  In  most  cases,  design  changes 
will  be  really  small.  But  the  savings  can  be  really  big.  In 
fact,  the  Bodine  assembly  machine  can  actually  reduce 
your  assembly  costs  by  as  much  as  95%. 

A  Bodine  system  will  also  give  you  100%  inspec- 
tion of  all  parts.  So  you  not  only  drastically  reduce  assem- 
bly costs,  but  warranty,  liability  and  field  service  costs. 

You  even  save  on  inventory  costs.  Because  a 
Bodine  machine  is  so  efficient,  it  can  lower  both  in- 
process  parts  and  finished  goods  inventory  levels  while 
it  increases  your  production  capability. 

If  you  want  to  make  your  product  more  profitable, 
make  it  with  a  Bodine  machine.  For  complete  details 
call  Frank  Riley  at  (203)  334-3107  or 
write  for  our  brochure.  The  Bodine 
Corporation,  317  Mountain  Grove 
Street,  Bridgeport,  CT  06605.  assembly  systems 


BoiHiih 


Cape  Town,  the  mother  city  of  South  Africd 

The  "tavern  of  the  seas"  in  other  times,  still  the  "most  beautiful  city"  in  South  Africa. 


The  last  white-controlled  nation  in  sub-Saharan  Africa  has  more 
than  its  share  of  problems.  But  it  also  has  plenty  to  attract  the 
visitor.  And  Americans  are  traveling  there  as  never  before. 


Visiting 
South  Africa 


Personal 
Affairs 


T|here  are  two  reasons  why 
Americans  travel  to  South  Afri- 
ca— and  close  to  60,000  are  ex- 
pected to  do  so  this  year,  a  record. 
One,  of  course,  is  business.  The  U.S. 
is  now  South  Africa's  biggest  trading 
partner,  to  the  tune  of  more  than  $5 
billion  annually.  And  over  300  U.S. 
firms  have  operations  in  the  country. 

The  other  is  simply  to  see  a  country 
that  is  spectacularly  beautiful,  a 
sportsman's  paradise,  one  that  has 
some  of  the  world's  biggest  game  pre- 
serves, a  hybrid,  multinational  cul- 
ture and  a  rich  history  which  parallels 
that  of  the  U.S.  in  many  ways.  But, 


unfortunately,  it  also  has  apartheid. 

The  notion  that  any  trip  to  South 
Africa  amounts  to  tacit  approval  of 
the  racial  policies  is  nonsense  on  its 
face.  We  were  struck  by  the  observa- 
tion of  one  South  African  business- 
man: "Many  U.S.  visitors  have  been 
good  ambassadors,"  he  said.  "We 
know  there  has  to  be  change." 

For  whatever  reason,  if  South  Africa 
is  on  your  schedule,  here  is  a  brief 
guide  to  a  country  that  is  like  no- 
where else  you  have  ever  been. 

Johannesburg,  16  hours  by  plane 
from  New  York  (including  a  one-hour 


Edited  by  William  G.  Flanagan 

refueling  stop  in  the  Cape  Verde  is- 
lands), is  South  Africa's  Houston, 
complete  with  skyscrapers,  apart- 
ment towers,  expressways,  shopping 
centers,  lush  suburbs,  air  pollution 
and  lots  of  hustle. 
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How  dareThe  Glenlivet 
be  so  expensive? 


How  dare  we  place  such 
a  premium  on  our  12-year-old 
Scotch?  The  same  reason  vintage 
wines  and  fine  cognacs  are  so 
expensive.  Superior  taste.  Just 
one  sip  and  you'll  know  that 
The  Glenlivet  has  a  taste  that's 
decidedly  superior. 

The  Glenlivet  is 
Scotland's  first  and  finest  single 
malt  Scotch.  Nothing  but 
100%  Highland  malt  whisky, 
distilled  from  natural  spring 
water  and  fine  malt  barley, 
aged  in  oaken  casks,  just  as  it 
always  has  been. 


Only  our  time-honored 
methods  can  truly  achieve 
The  Glenlivet's  unequaled  taste. 
A  taste  that  sets  it  apart.  Its 
smoothness,  body  and  bouquet 
are  qualities  found  only  in  this 
unique  Scotch. 

Of  course,  you  may  elect 
to  purchase  a  good  Scotch  that's 
less  expensive.  But  for  a  truly 
superior  taste,  you  have  to  pay 
the  greater  price. 

The  Glenlivet 

12-year-old  unblended  Scotch. 
Ab-  it  $20  the  bottle. 
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Personal 
Affairs 


Stunned  by  jet  lag,  the  American 
might  not  realize  he  is  out  of  the  U.S. 
until  he  notices  that  the  weather  is 
the  opposite  of  his  own  (the  climate  is 
similar  to  that  of  northern  California; 
the  most  pleasant  season  is  October 
through  May). 

Gold  created  Johannesburg,  almost 
in  a  trice.  The  city  and  the  gold-min- 
ing industry  of  the  Witwatersrand 
sprang  up  almost  overnight  after  a 
prospector  named  George  Harrison 
unearthed  a  chunk  of  yellow  metal  in 
1886  in  the  desolate  part  of  the  Trans- 
vaal, triggering  the  biggest  gold  rush 
the  world  has  ever  seen  (and,  eventu- 
ally, the  Anglo-Boer  War  of  1899- 
1902).  Gold  still  drives  the  city,  and 
no  one  needs  reminding  of  that.  Mine 
tailings — huge,  symmetrical  hills — 
surround  Johannesburg,  and  dust 
from  them  hangs  in  the  air,  giving  it 
an  eerie  golden  glow  at  sunset. 

Gold  from  local  mines — more  than 
70%  of  the  noncommunist  world's 
production — still  accounts  for  almost 
half  the  nation's  export  income. 
Methods  of  extracting  gold  are  now  so 
sophisticated  and  the  mines  so  deep 
that  visitors  to  the  present-day  mines 
will  see  nothing  of  interest.  But  there 
are  tours  of  some  of  the  old  mines 
where  tourists  can  still  slog  through  a 
shaft,  duck  under  beams,  observe  ore 
being  dug  and  crushed  and,  finally, 
watch  an  ingot  being  poured. 

The  city  is  also  the  country's  dia- 
mond-cutting center  (most  stones  are 
mined  at  or  near  Kimberley),  and 
nowadays  even  artificial  diamonds 
are  made  here.  Binyan  Diamonds  & 
Gem  Cutting  Works  is  one  company 
that  provides  tours.  As  with  gold- 
mining  tours,  book  in  advance. 

Jo'burg  is  the  most  convenient 
place  to  shop;  you  can  buy  everything 
from  springbok  skins  to  Paris  origi- 
nals. But  don't  expect  any  bargains  in 
gold  or  diamonds.  In  fact,  the  Kruger- 
rand  is  sold  at  slightly  less  of  a  premi- 
um in  the  U.S.  Jo'burg  is  also  rich  in 
museums — archaeological,  military, 
zoological,  natural  science  and  art. 
And  if  you  want  to  take  in  a  short 
safari,  a  number  of  small  game  pre- 
serves are  nearby.  Giant  Kruger  Na- 
tional Park  is  only  one  hour  away  by 
plane  (see  Forbes.  Sept.  27). 

A  note  on  prices:  The  rand  has  been 
fluctuating  wildly  against  the  dollar 


Table  Mt.  and  Cape  Town  's  City  Hall 
Victorian,  Cape  Dutch  and  modern. 


and  is  currently  getting  stronger  as 
gold  rises.  The  exchange  rate  is  now 
about  0.85  rand  to  the  dollar.  But  in 
general,  hotel  prices  are  comparable 
to  those  in  the  U.S.,  meals  are  about 
60%  to  80%  as  much.  An  item  you 
buy  can  be  half  the  price,  or  twice  as 
much,  depending  upon  where  it  was 
made.  Most  items  made  locally  are  of 
very  good  quality  and  are  relatively 
low  in  price. 

Best  hotels  include  the  five-star 
Carlton  and  the  Landdrost.  Singles  av- 
erage $80  to  $100  per  night.  Don't 
miss  dining  at  Annabel's,  which  also 
has  dancing,  in  the  Landdrost.  Dinner 
for  two,  with  surprisingly  good  local 
wines,  should  not  run  over  $60. 


Note:  Street  crime  is  as  common  in 
Jo'burg  as  in  the  U.S.  (Neil  Sedaka,  the 
popular  American  singer,  was  recent- 
ly mugged  in  broad  daylight  there). 
Since  taxis  can  be  scarce,  consider 
renting  a  car  for  getting  around.  Traf- 
fic and  parking  are  not  the  headaches 
they  are  in  U.S.  cities,  and  rates  aren't 
as  bad  (about  $32  per  day  for  a  BMW, 
plus  47  cents  per  mile). 

Just  as  Europeans  often  insist  upon 
seeing  Harlem  and  the  South  Bronx 
when  they  come  to  New  York,  Ameri- 
cans want  to  see  Soweto,  which  as- 
tounds white  locals.  But  demand  is 
such  that  the  government  sponsors 
bus  tours  of  this  city  of  approximately 
1  million  blacks,  principally  Zulus 
and  Sothos.  Most  live  in  cramped 
brick  bungalows,  many  of  which  lack 
electricity.  There  are  few  privately 
owned  cars  on  the  streets,  most  of 
which  are  unpaved.  All  in  all,  a  de- 
pressing sight. 

Cape  Town,  called  the  Mother  City 
of  South  Africa,  was  founded  in  1652 
as  a  supply  station  for  ships  putting  in 
for  fresh  food,  wine  and  sundries  en 
route  to  the  Indies.  It  is  still  one  of  the 
world's  great  ports,  and  vies  with  Rio 
de  Janeiro  for  the  title  of  most  spec- 
tacular. Nestled  against  Table  Moun- 
tain, over  which  a  cloud  cover  often 
hangs  like  a  tablecloth,  Cape  Town 
looks  toward  the  sea  expectantly,  a 
curious  mixture  of  Cape  Dutch,  Vic- 
torian and  modern  slab  buildings. 

If  you  have  the  time  and  book  well 
enough  in  advance,  the  best  way  to 
arrive  is  via  the  luxurious  Blue  Train 
from  Jo'burg.  In  the  summer,  twice  a 
week,  it  leaves  at  11:30  a.m.  and  ar- 


Tico  views  of  Johannesburg — "South  Africa's  Houston' 
Gold  started  it  all  and  still  keeps  it  going. 
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V  I 


He  knows  how  to  wear  his  diamonds 


jeweler  can  show  you  other  exciting  trends  in  men 


s.  The  ring  shown  is  available  for  about  $900.  Prices  may  vary. 


A  diamond  is  forever.  De  Beers 


UuicksAVhat  they  have  i 


Through  the  years, 
Buicks  have  been  honored  to 
occupy  rather  special  place^ 
in  many  American  hearts  and 
driveways. 

And,  we're  happy  to  report  that 
although  a  lot  has  changed  recently,  that 
hasn't.  People  still  view  ownership  of  a 
Buick  as  a  singularly  good  idea. 

Perhaps  because  Buicks  are,  as 
always,  uncommon  cars.  Built  with  a 
common  philosophy.  Based  on  an 
enlightened  notion  which  holds  that  a  car 
can  be  at  once  both  elegant  and  efficient. 

'Better  mileage. 
'Better  miles. 

In  the  past  9  years,  based  on  an  analy- 
sis of  EPA  estimates,  Buick's  average  fleet 
EPA  estimated  MPG  figure  has  increased 
by  68%. 

What's  really  at  the  heart  of  it  is  a 
rethinking  of  the  automobile.  One  in 
which  both  operating  efficiency  and 
space  efficiency  are  top  priorities. 


Take  the  trim 
Skylark  for 
example.  Its 
standard  power 
comes  from  a  very  economical 
4-cylinder  engine.  Which 
accounts  in  great  part  for  its 
impressive  gas  economy. 

But  to  assure  that  the  people  inside 
have  plenty  of  room,  it's  fitted  with  front- 
wheel  drive,  which  eliminates  the  large 
bump,  formerly  caused  by  the  transmis- 
sion, and  the  engine  is  mounted  sideways 
so  it  won't  impinge  on  passenger  space. 

However,  the  Skylark  isn't  designed  just 
to  give  you  the  kind  of  room  you  expect 
from  a  Buick.  It's  also  a  matter  of  interior 
fittings.  That's  why  you'll  find  that  the 


fabrics  used 
in  the  Skylark 
Limited  are  the 


same  ones 
used  in  the 
posh  Electra 
Limited.  A  small  thing, 
perhaps.  But  it  does  give  you  an 


BUICK  SKYHAWK 


BUICK  SKYLARK 


BUICK  CENTURY 


BUICK  REGAL 


BUICK  LESABRE 


BUICK  ELECTRA 


BUICK  RIVIERA 


1.8  Liter  L-4# 


2.5  Liter  L-4 


2.5  Liter 
4.3  Liter 


L-4 

Diesel  V-6# 


3.8  L 
3.8  L 
4.3  L 


V-6* 

Turbo  V-6 
Diesel  V-6# 


3.8  Liter 
5.7  Liter 


V-6* 

Diesel  V-8#f 


4.1  Liter 
5.7  Liter 


V-6* 

Diesel  V-8# 


4.1  Liter 
3.8  Liter 
5.7  Liter 


V-6* 

Turbo  V-6#* 
Diesel  V-8# 


EST  HWY 


46 


42 


39 
42 


30 
29 
37 


27 
38 


29 
38 


29 
27 
36 


EPA  EST. 
MPG 


EST  HWY 
RANGE 


625 


613 


612 
697 


543 
525 
733 


675 


725 


612 
569 
821 


EST  DRIVING 
RANGE 


377 
432 


380 
326 
495 


475 
572 


450 
572 


359 
337 
479 


FUEL  TANK 
CAPACITY 


13.6 


14.6 


15.7 
16.6 


18.1 
19.8 


25.0 
26.0 


25.0 
26.0 


21.1 
21.1 
22.8 


Official  Car  of  the  XXIIIrd  Olympiad 
Los  Angeles  1984 


Use  the  estimated  MPG  for  comparison  Your  mileage  and  range  may  differ  depending  on  speed,  distance, weather 
Actual  highway  mileage  and  range  lower  Estimated  driving  and  highway  range  obtained  by  multiplying  mileage 
estimates  by  fuel  tank  capacity  'Estimates  and  range  lower  in  California  Some  Buicks  are  equipped  with  engines 
produced  by  other  GM  divisions,  subsidiaries,  or  affiliated  companies  worldwide.  See  your  Buick  dealer  for  details,  fWith 
available  automatic  transmission  with  overdrive.  #Optional. 


m.  ■ 


Wouldnt  you  really  rati\er  h^ve  a 


jmmon  sets  them  apart. 


it  we  think  a  Buick  should  be. 
less  of  the  size. 

more  exemplary  of  the  way  we  do 
;  the  Skyhawk.  It's  the  smallest  and 
Buick.  But  it's  also  very  luxurious 
>my.  And  it's  the  product  of  one  of 
ustry's  most  sophisticated  and 
ding  quality  control  programs.  So 
/thing  fits  beautifully.  Including 

k 

Sticking  our  nose  into 
aerodynamics. 

Across  the  Buick  line,  the  look  is 
Crisp.  Tailored. 
Smooth,  yet  angular. 
So  that  air  is  guided 
up,  over,  under 


and  around  the  car  with  a  minimum  of 
turbulence.  That,  of  course,  means  less  air 
resistance  which  aids  fuel  economy. 

Two  noteworthy  examples  of  this  rela- 
tionship between  aerodynamic  efficiency 
and  visual  appeal  are  the  rakish  Buick 
Regal  and  the  Buick  Century. 

The  Century,  incidentally,  is  one  of  the 
most  aerodynamic  Buicks  ever. 

And  even  cars  like  the  roomy,  elegant 
full-size  Electro  and  LeSabre  have  been 
designed  with  a  keen  eye  toward  aero- 
dynamics. 

wAn  outstanding 
choice  of  engines. 

Under  the  hood,  you'll  find  Buicks  have 
a  lot  in  common  too.  Namely,  diversity. 

Look  at  the  chart  on  the  lower  left  side 
of  this  ad,  and  you'll  see  some  of  the 
choices.  As  well  as  the  impressive  EPA 
figures  they  generate. 

By  this  time,  you  should  be  getting  the 
idea  that  a  Buick  can  be  tailored  to  almost 
any  criteria  imaginable.  But  lest  there 
be  a  speck  of  doubt  remaining,  we'd 
ike  to  present  two  more  in- 
novative pieces  of 
engineering. 


Turbocharging  and 
overdrive. 

In  the  mid-seventies,  we  introduced  the 
concept  of  turbocharging  to  the  V-6 
engine.  Formerly  found  mostly  in  exotic 
racing  machinery,  or  breathtakingly 
expensive  foreign  cars,  we  made  it  hap- 
pily at  home  in  the  mid-size,  V-6  powered 
Regal  T  type.  Now  it  resides  not  only  there 
but  in  the  Riviera  T  type  as  well. 

Less  exciting,  but  equally  important,  is 
the  automatic  overdrive  transmission 
used  in  Riviera  and  Electra  and  available 
in  LeSabre  and  Regal  T  type.  At  highway 
speeds,  the  transmission  shifts  into  a 
long-legged  overdrive  mode.  That  drops 
engine  speed  significantly,  thereby  con- 
serving fuel. 

Tl\e  value  of  the  'Buick  name . 

We  also  hope  what  we've  told  you  here 
has  served  to  demonstrate  the  fact  that 
there's  more  to  be  gained  from  buying  a 
Buick  than  admiring  glances  from  neigh- 
bors. That  in  fact,  what  the  Buick  name 
represents  is  high  technology,  advanced 
engineering  and  a  solid  value.  If  you'd  like 
to  know  more,  your  Buick  dealer  would  be 
glad  to  arrange  an  extensive  tour  of  his 
facilities  and  his  cars.  We  think  you'll  find 
him  an  uncommonly  good  person  to  do 
business  with.  And  please,  make  it  your 
business  to  buckle  up  for  safety. 


Personal 

Affairs 


rives  in  Cape  Town  just  over  one  day 
later,  after  passing  during  the  daylight 
hours  through  some  of  the  country's 
most  scenic  landscapes.  Compart- 
ments are  air-conditioned  with  indi- 
vidual climate  control  and  automatic 
Venetian  blinds;  many  have  a  com- 
plete bath,  including  shower.  Cost  for 
the  1,000-mile  trip:  $260. 

Spend  the  bulk  of  your  time  in  Cape 
Town,  if  you  can.  It  offers  the  most  to 
see  and  do,.and  is  the  most  cosmopoli- 
tan (and  English)  of  South  African 
cities.  A  cable-car  ride  to  the  summit 
of  Table  Mountain  is  a  must.  So  is  a 
drive  down  to  Cape  Point,  some  30 
miles  south  of  the  city,  through  a 
game  preserve  and  to  the  very  tip  of 
the  continent,  where  the  warm,  green 
waters  of  the  Indian  Ocean  meet  with 
the  gray,  windswept  Atlantic.  Don't 
be  surprised  if  baboons  delay  you  en 
route.  (Don't  get  out  of  the  car  to  play 
with  them.  They  can  be  nasty.)  Sever- 
al small  beach  resorts  dot  the  route  to 
Cape  Point,  like  so  many  miniature 
Brightons.  Many  retired  Brits  still  va- 
cation in  towns  like  Clifton  each  year. 
Stop  at  an  old  hotel  for  high  tea. 

Whether  it's  swimming  in  the  brisk 
surf,  fishing,  taking  in  the  horse  races 
or  a  boxing  match,  climbing  Table 


Southern  Africa 


A  .  region  of  contrasts.  White  and  black.  Modern  cities  and  pristine 
preserves  for  wild  animals.  Lush  farmlands  and  stark  deserts.  Nuclear 
scientists  and  Bushmen.  Optimism  and  despair.  But  always,  change. 


Being  there 


Some  300  U.S.  companies  operate  in  South  Africa, 
and  U.S.  investment  there  is  holding  steady  or 
increasing  despite  the  recession  and  criticism  from 
stockholders  and  others  offended  by  South  Africa's 
rigid  racial  laws. 

Most  U.S.  companies  continue  to  reply  that  being 
there  does  not  mean  or  imply  support  of  the  govern- 
ment's apartheid  policies.  Mobil  Corp.,  for  example, 
one  of  the  largest  American  investors  in  South  Africa, 
has  stated  that  apartheid  is  "both  repugnant  and  inde- 
fensible," and  maintains  that  its  South  African  subsid- 
iaries have  "eliminated  any  form 
of  apartheid  from  their  business 
operations." 

IBM  cites  its  nondiscriminatory 
work  policies  and  its  special  home- 
loan  program  for  blacks.  Of  230 
black  workers,  some  14%  of  its 
work  force  there,  nearly  100  have 
taken  advantage  of  such  loans. 

Burroughs  Corp.,  countering 
critics  who  claimed  its  computers 
were  used  by  police  to  track  dissi- 


Ford  assembly  plan!  worker 


dents,  says  it  will  not  knowingly  sell  or  service  equip- 
ment used  for  such  purposes. 

In  1977  the  Reverend  Leon  Sullivan,  a  U.S.  civil 
rights  leader,  drew  up  what  have  come  to  be  known 
as  the  Sullivan  Principles  for  U.S.  companies  operat- 
ing in  South  Africa.  That  year,  12  companies  agreed 
to  follow  the  principles.  The  number  has  since  grown 
to  147,  covering  about  80%  of  U.S. -employed  South 
Africans.  The  principles:  desegregation;  equal  and  fair 
employment  practices;  equal  pay;  training  for  blacks, 
coloreds  and  Asians;  placement  of  those  groups  in 
supervisory  positions;  and  com- 
munity development. 

An  annual  study  commissioned 
by  Reverend  Sullivan,  covering  July 
1 980  to  June  1 98 1,  shows  that  of  1 47 
signers,  34  were  "making  good 
progress,"  32  were  "making 
progress"  and  47  "need  to  become 
more  active."  The  remaining  firms 
either  did  not  respond  to  the  survey 
or  had  too  few  employees  to  be 
considered. — Kevin  McManus 
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You  opened  your  IRA  account 
to  protect  you. 

Now,  how  about  a  little 
gold  to  protect  your  IRA? 


■fyou  are  nowin— or  thinking  about  getting  into— an  Individ- 
Retirement  Account,  you  might  one  day  be  very  glad  you 
lo  hold  some  gold  in  addition  to  that  IRA  account. 
ror  many  of  you,  an  IRA  account  is  a  wonderful  invest- 
mt  You  are  able  to  shelter  a  part  of  your  income  tax-free, 
t  there  is  also  a  possible  drawback;  your  IRA  is  all  in 
per  instruments.  This  means  your  investment  can  only  be 
5uch  things  as  stocks,  bonds,  money  market  funds,  etc. 
fou  are  not  allowed  to  put  gold  or  any  other  of  the  "hard 
\ney"  metals  into  your  IRA  account. 
\nd  since  an  IRA  is  a  long-term  investment,  you  may 
nt  to  consider  hedging.  With  a  separate  investment  in 
nething  that  will  diversify  your  long-term  portfolio. 
Vhat  else  but  gold9 

Long  term,  the  gold  price  has  historically  moved  inde- 
ndently  of  paper  investments.  So  you  eer- 
ily must  realize  that  a  counter  investment  in 
'd  would  make  sense.  And,  once 
•j've  made  a  commitment  to  gold, 
j'll  find  there's  one  coin  that  re- 
[  stands  out:  The  Krugerrand. 
n  America,  Krugerrands  outsell 
jpther  gold  coins  by  a  margin  of 


two  to  one.  That's  all  other  coins  combined. 

There  is  no  other  gold  coin  with  so  many  of  the  good 
investment  attributes  of  the  South  African  Krugerrand.  The 
Krugerrand's  four  sizes  offer  exactly  one  ounce,  1/2  ounce,  1/4 
ounce,  and  1/10  ounce  of  pure  gold.  So  you  can  easily 
calculate  your  gold-ounce  price. 

What's  more,  there's  been  just  enough  extra  metal  added  to 
make  them  hard  enough  to  resist  scratching  and  denting. 

Designed  to  be  sold  in  volume  and  therefore  at  a  low 
premium  over  the  price  of  gold,  you  can  buy  your  Krugerrands 
at  many  local  coin  dealers,  precious  metals  companies,  and 
at  some  selected  banks  and  brokerage  houses. 

Welcome  to  the  world  of  smart  diversification. 

For  information  and  dealers  near  you  call 800-526-7843  Ext. 
0009  (in  New  Jersey  800-522-4503)  or  send  the  coupon 


below 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 


©  1982  International  Gold  Corporation  Ltd 
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Mountain  (locals  consider  it  a  rite  of 
passage)  or  just  driving  through  the 
Cape  Dutch  wine-producing  area  of 
nearby  Stellenbosch,  Cape  Town  in- 
vites action.  Invigorating  breezes  (re- 
sulting in  pleasant  temperatures  and 
virtually  no  pollution  or  insects)  seem 
to  inspire  activity.  The  country's  best 
food  and  lodging  are  also  found  in 
Cape  Town. 

Best  hotels  include  the  Heeren- 
gracht,  new  and  in  the  city's  center; 
the  Mount  Nelson,  old  and  traditional 
English,  near  town;  the  President, 
overlooking  the  sea;  De  Waal,  also 
near  city  center;  the  Townhouse, 
filled  with  Cape  Dutch  antiques  and 
popular  with  local  business  and  po- 
litical visitors;  and  the  Capetonian,  a 
sister  hotel  of  the  Heerengracht,  also 
in  the  center  of  town.  Rates  range 
from  about  $60  to  $100  for  a  single. 

Durban,  on  the  Natal  coast  and  the 
warm  Indian  Ocean,  is  South  Africa's 
Miami  Beach,  before  the  overbuild- 
ing. It  is  a  one-hour  flight  from  fohan- 
nesburg.  Its  45  miles  of  coastline  are 
lined  with  sunbathers  year-round.  It 
is  also  the  principal  cargo  port  of 
South  Africa,  though  you'd  never 
know  it  from  the  balcony  of  your 
room  overlooking  the  ocean. 

"Durbs,"  as  it  is  dubbed,  has  a  large 


A  street  in  Suweto,  near  Jo'burg 
The  government  runs  tours. 


The  Blue  Train  /inking  Cape  Town  and  Jo'burg 
A  five-star  hotel  on  wheels. 


li — Hej 

r^r^      -  -  — .  3 


Suburban  Durban 

Think  of  Miami  Beach,  before  the  overbuilding. 


Downtown  Durban 

Bustle,  and  beaches  nearby. 
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BARCLAY 


The  pleasure  is  back. 

BARCLAY 


1  MG  TAR 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Personal 
Affairs 


Indian  population  in  the  center  part  of 
town.  The  marketplaces  are  worth  a 
visit  when  you  have  tired  of  swim- 
ming, fishing,  sailing,  surfing  or  sun- 
bathing. 

Note:  Much  important  research 
about  sharks  has  been  done  in  Durban 
by  the  Natal  Anti-Shark  Measures 
Board,  and  most  of  the  swimming 
beaches  are  protected  by  shark  nets 
developed  by  the  board  and  now  used 
in  Australia  and  elsewhere.  Still, 
swimming  is  not  advised  after  dusk 


on  any  Durban  beaches. 

In  town,  right  on  the  beach,  the  best 
hotel  is  the  Maharani.  Modern  but 
with  classic  Indian  touches  gracefully 
incorporated,  it  also  has  the  town's 
most  swinging  disco  on  the  top  floor. 
The  130-year-old  Royal,  also  in  town, 
is  a  jewel,  well-appointed,  that  is  of- 
ten named  as  South  Africa's  best  ho- 
tel. At  nearby  Umhlanga  Rocks,  ten 
miles  outside  the  center  of  the  city, 
three  resort  hotels,  smack  on  the 
beach,  stand  out:  the  Beverly  Hills, 
the  Oyster  Box  and  the  Cabana  Beach. 
Rooms  range  from  $40  and  up  at 
Umhlanga  Rocks  to  $100  or  so  at  the 
best  hotels  downtown. 

Though  South  Africa  remains  as- 
tonishingly puritan  by  Western  stan- 
dards (customs  officials  will  seize 
copies  of  Playboy  found  in  tourist  lug- 
gage), one  area  of  the  country  is  far 


more  relaxed.  That's  Sun  City,  in  the 
black-ruled  homeland  of  Bophutha- 
tswana,  a  luxury  resort  that  features 
topless  showgirls  (black  and  white), 
casino  gambling  (forbidden  in  other 
parts  of  South  Africa)  and  big-name 
entertainers  who  wouldn't  be  caught 
dead  anywhere  else  in  South  Africa. 
It's  a  three-hour  drive  from  Johannes- 
burg. The  6,000-seat  amphitheater 
opened  by  Frank  Sinatra  last  year  has 
since  featured  Paul  Anka,  The  Beach 
Boys,  Olivia  Newton-John,  and,  re- 
cently, Liza  Minnelli.  Next  month — 
Dolly  Parton. 

Sun  City,  in  short,  is  a  Las  Vegas  in 
the  bush.  In  addition  to  relaxed  racial 
and  moral  attitudes,  you  will  find  sev- 
eral movie  theaters,  a  wide  assort- 
ment of  restaurants  and  bars,  swim- 
ming pools,  tennis  and  squash  courts 
and,  nearby,  a  huge  game  preserve. 


Restaurant  in  Durban  's  Maharani  Hotel 
Indian  influences  everywhere. 


Sun  City,  in  Bophuthatswana 

No  color  barriers  in  the  casino. 


Remote,  beautiful,  unspoiled,  and 
not  yet  pushed  by  travel  agents, 
Botswana  is  truly  Africa's  last  fron- 
tier. "In  Botswana,"  says  one  frequent 
visitor,  "the  game  still  outnumbers 
the  tourists." 

Botswana  is  a  landlocked  country 
larger  than  France  (see  map,  p.  21H), 
but  inhabited  by  fewer  than  1  million 
people.  The  vast  Kalahari  Desert 
makes  up  most  of  the  country's  area, 
and  the  climate  is  so  dry  that  the 
Setswana  words  for  "money"  and 
"rain"  are  the  same. 

As  the  British  protectorate  of 
Bechuanaland,  Botswana  didn't  even 
rate  colony  status.  On  gaining  inde- 
pendence in  1966,  the  entire  country 
had  fewer  than  ten  miles  of  paved 
road,  and  the  capital  city  of  Gaborone 
had  to  be  built  almost  from  scratch. 
(The  traditional  capital,  Mafcking, 


Botswana,  while  you're  at  it 

was  ceded  to  South  Africa.)  Botswana 
today  is  usually  known,  if  at  all,  for  its 
few  remaining  Bushmen,  the  small, 
primitive  desert  people  who  still  hunt 
with  poisoned  arrows  and  live  in 
unique  harmony  with  nature  in  sur- 
roundings only  slightly  more  hospita- 
ble than  the  moon's. 

Politically  stable — no  mean  feat 
with  neighbors  like  Zambia,  Zim- 
babwe, Angola  and  Namibia — and 
hungry  for  foreign  currency,  Bots- 
wana allows  big-game  hunting.  Good 
guides  are  available,  many  of  the  best 
from  Kenya,  where  shooting  anything 
except  with  cameras  is  now  outlawed. 
The  national  park  system  has  recent- 
ly benefited  from  Zimbabwe-trained 
rangers,  known  for  their  excellent 
wildlife  management. 

The  best  part  of  the  country  to  visit 
is  the  north.  The  central  Kalahari  and 


southern  reserves  would  challenge 
the  most  seasoned  explorer  and  usual 
ly  require  special  entrance  permits.  Ill 
the  northern  areas  of  Chobe,  Moremi 
Savuti  and  the  Makgadikgadi  Pans 
animals  are  abundant,  the  landscap 
beautiful  and  varied.  Dense  forests  al 
ternatc  with  great  open  savannahs  c 
yellow  grasses,  and  the  mopane  tree 
with  their  fall-colored  leaves  give  th 
light  a  golden  glow.  Great  herds  c 
game  still  exist — a  thousand  or  mor 
buffalo  might  graze  or  40  elephant 
bathe  in  a  stream.  Giraffes  and  o; 
tnches  browse  in  the  grasses,  alway 
alert  for  lion  or  leopard.  Underneat 
everything  is  the  startling  gray-whit 
sand  of  the  Kalahari. 

Close  by  the  northern  reserves  lies 
special  feature:  the  Okavango  Delt 
It  is  a  unique  network  of  marshes  an 
rivers  larger  than  Connecticut  tfo 
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WHY  THE 
VALUE  OF  A  GOLD 
PATEK  PHILIPPE 
GOES  UP 


There  are,  throughout  the  world,  thousands  of 
['atek  Philippe  timepieces  still  ticking  silently  (and 
ccurately)  in  tribute  to  the  hands  that  made  them  over 
century  ago. 

Occasionally  one  is  offered  at  auction  by  one  of 
ne  world's  distinguished  salons.  Like  any  other  work 
if  art  by  the  acknowledged  master,  a  Patek  Philippe 
ppreciates  in  value. 

This  would  go  without  saying  for  the  museum 
worthy  Pateks  that  belonged  to  scores  of  legendary 
9th  century  figures-from 
blstoy  to  Tchaikovsky  from 
Vagner  to  Queen  Victoria, 
ny  antique  Patek  Philippe 
a  collectors  item,  simply 
ecause  it  is  a  Patek  Philippe, 
unique  example  of  work- 
\anship  at  its  highest  level. 

But  what  of  a  Patek  Phi- 
ppe  that  was  bought  10 
ars  ago?  Can  it  be  a  collec- 
ts item  today?  The  price 
le  paid  for  it  reflected  its 
lue  as  the  finest  available 
fmepiece  of  its  kind-and  as 
work  of  art  that  was  des- 
ined  to  increase  in  value, 
ecause  the  scarcity  of  such  quality  is  growing  at  a 
isheartening  rate. 

Everything  about  a  gold  Patek  Philippe  that  can 
b  gold  is  gold-18  kt  gold-right  down  to  the  winding 
Jyown,  the  strap  buckle,  even  the  spring  bars  that  hold 
jse  strap  to  the  watch.  In  automatic  Pateks,  for  greater 
chnical  efficiency,  the  rotor  is  18  kt  gold  (22  kt  in  one 
odel).  But  gold  has  never  represented  more  than  25% 
i  the  cost  of  a  Patek  Philippe  watch.  The  real  cost  is  in 
e  time  and  patience  and  tradition  and  absolute  ded 
ation  to  (lawlessness  that  make  it  a  Patek  Philippe 


Time:  It  takes  eight  to  nine  months  to  complete  a 
single  Patek.  And  once  the  watch  is  finally  assembled 
and  working  perfectly,  it  is  taken  apart  again  to  be 
further  refined.  Patience:  Every  element  is  microscop- 
ically hand-finished  to  a  tolerance  of  no  more  than 
one  one-hundredth  of  a  millimeter.  Every  wheel,  gear, 
pinion  and  cog  is  polished  by  hand  until  it  is  virtually 
f rictionless.  Tradition:  Just  as  most  Patek  Philippes  are 
handed  down  from  one  generation  to  the  next,  so  are 
the  tools  that  Patek  watchmakers  use  to  perfect 

them-heirlooms  that  have 
become  as  precious  as  they 
are  indispensable.  Flawless- 
ness:  After  testing  and  regu- 
lating and  refining  to  as  near 
absolute   perfection  as 
human  hands  and  minds  can 
achieve,  each  Patek  is  lubri- 
cated so  delicately  that  it 
takes  less  than  a  cupful  of  oil 
for  an  entire  year's  produc- 
tion. A  fact  you  may  appre- 
ciate most  in  the  silkiness 
you  feel  as  you  wind  a  Patek. 

This  year's  production 
at  Patek  Philippe  will  reach  a 
grand  total  of  approximately 
11,000.  Which  is  terribly  few  compared  with  the 
numbers  of  appreciative  people  with  the  means  to 
own  one. 

But  not  so  few  when  you  consider  that  most  of 
them  will  be  ticking  silently  (and  accurately)  a  century 
from  now.  And  when  you  take  into  account  that  Patek 
Philippe  has  been  at  this,  undeviatingly,  since  1839. 

The  Patek  Philippe  pictured  here  is  our  Automatic  Golden 
Ellipse.  For  interesting  booklets  about  Patek  Philippe  and  a  brochure 
of  other  styles,  please  send  $2  to  Patek  Philippe,  10  Rockefeller  Plaza, 
Suite  629-FB,  New  York,  NY  10020. 


EVEN  WHEN  THE 
PRICE  OF  GOLD 
GOES  DOWN. 


Personal 
Affairs 


fans  out  some  50  miles  after  the  Oka- 
vango  River  flows  into  Botswana  from 
Angola  and  eventually  disappears  into 
the  Kalahari  Desert.  The  delta  is  a 
bird-watchers  paradise:  over  400  spe- 
cies, including  the  extremely  rare 
Pel's  fishing  owl,  whose  cry  sounds, 
someone  said,  "like  a  lost  soul  de- 
scending into  eternity."  The  waters 
are  also  home  to  countless  hippos, 
crocodiles  and  even  the  sitatunga,  an 
elusive  water  antelope  with  hooves 
like  clothespins  that  it  uses  for  walk- 
ing in  the  marsh.  Lions  and  other 
mammals  live  on  islands  in  the  delta, 
and  can  be  viewed  from  mekorro,  the 
dugout  canoes  that  are  the  chief 
means  of  travel.  By  a  quirk  of  nature, 
the  Okavango  is  still  full  when  the 
rest  of  southern  Africa  is  in  the  dry 
season,  so  it's  possible  to  go  directly 
from  the  parched  areas  best  for  big- 
game  viewing  to  the  lush  green  world 
of  the  delta.  Small  wonder  that  Eliza- 
beth Taylor  and  Richard  Burton  spent 
their  second  honeymoon  there. 
The  best  times  to  visit  are  between 


May  and  October,  during  what  is  both 
the  winter  and  the  dry  season.  It  is 
cooler  and  the  animals  are  more  con- 
spicuous because  they  congregate 
around  a  few  waterholes.  But  plan 
well  ahead.  Sometimes  letters  take 
two  weeks  or  more  to  reach  Gaborone 
from  northern  Botswana.  Don't  go  if 
you  have  a  hard-to-treat  medical  con- 
dition, and  be  prepared  for  bumpy 
rides  in  Land  Rovers  and  damp  ones  in 
canoes.  Start  taking  antimalaria  pills 
two  weeks  beforehand.  Read  Laurens 
van  der  Post's  classic  Lost  World  of  the 
Kalalxiri  for  an  incomparable  look  into 
the  ways  of  the  vanishing  Bushmen, 
and  take  along  a  good  map  of  the 
southern  stars. 

Traveling  in  Botswana  isn't  cheap, 
but  the  standard  of  service  is  high.  All 
prices  quoted  are  exclusive  of  air  trav- 
el from  the  U.S.  Most  camps  quote 
prices  on  a  per-day  basis,  with  every- 
thing included — meals,  liquor,  game 
drives,  canoe  trips,  etc.  But  bring  plen- 
ty of  your  own  film. 

If  you  just  want  to  see  the  sights, 
the  choices  are  varied.  Gametrackers 
International  (1000  E.  Broadway, 
Glendale,  Calif.  91205;  800-421-8907) 
runs  top-of-the-line  safaris,  flying  pas- 
sengers among  its  six  luxurious 
camps  for  about  $200  a  day,  all  inclu- 
sive, from  Johannesburg  and  Victoria 
Falls.  Moremi  Safaris  (c/o  Fun  Safaris, 
P.O.   Box    178,   Bloomingdale,  111. 


60108;  800-323-8020)  handles  groups 
for  about  $100  a  day  per  person,  and 
tours  are  engagingly  led  by  Botswana 
naturalist  Tony  Graham.  Bird-watch- 
ers can  take  advantage  of  special  trips 
to  Botswana  and  Namibia  arranged  by 
Victor  Emanuel;  price  $225  a  day 
(P.O.  Box  33008,  Austin,  Tex.  78764; 
512-447-1727). 

For  more  serious  campers,  there  is 
Penduka  Safaris,  sponsored  by  the 
Automobile  Association  of  South  Af- 
rica. Expert  Izak  Barnard  guides  the 
only  trips  available  to  the  central  Kala- 
hari, where  there  are  still  Bushmen. 
These  are  more  rugged  trips,  however, 
and  cost,  from  Johannesburg,  about 
$70  a  day  (P.O.  Box  55413,  Northlands, 
Johannesburg,  South  Africa  2116). 

Several  independent  camps  also  of- 
fer accommodations  and  organize  ex- 
peditions. Both  Xaxaba  Camp  and 
Delta  Camp  are  on  the  edge  of  the 
Okavango  and  cost  about  $80  per  day, 
all  inclusive.  Shakawe  fishing  camp 
on  the  Okavango  river  above  the 
swamps  has  excellent  bird  life  and 
good  fishing.  Costs  $80  per  day  (Box 
446,  Francistown,  Botswana). 

Many  hunters  deal  with  Safari 
South  (P.O.  Box  25187,  Houston,  Tex. 
77265;  713-785-6681)  when  arranging 
true  hunting  safaris.  A  four-week  sa- 
fari can  cost  $30,000  or  more  and  of- 
ten must  be  booked  a  year  or  two  in 
advance. — Laura  Saunders 


ML  :  1— 


Okavango  Delta  in  remote  Botswana 

Lechwe  (antelope)  and  saddle-billed,  storks  and.  occasionally,  Bushmen. 
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rosier  connections 


In  an  ideal  world  you  would  fly  nonstop 
from  your  hometown  to  your  European 
destination.  But  in  the  real  world  of 
today's  international  business  traveler, 
connecting  flights  are  a  fact  of  life. 

Start  at  the  center  of  Europe. 

Amsterdam  is  the  center  of 
European  air  travel.  FVom  here 
you'll  find  an  extraordinary 
choice  of  1,090  weekly  connections 
to  75  European  cities. 

And,  of  course,  Belgium,  Luxembourg 
and  the  Ruhr  Valley  are  just  a  short  drive 
from  Amsterdam  by  rent-a-car. 

|  Simply  the  best  airport  in  Europe. 

|  Amsterdam's  Schiphol  Airport  offers 
|  remarkably  fast  connections.  Flights 
J.  through  London  or  Paris,  for  example, 
I  often  require  changing  airports  or  terminals. 
Amsterdam,  however,  has  only  one  airport, 
Schiphol.  And  Schiphol  has  only  one  terminal 
This  means  you  don't  have  to  dash 
from  airport  to  airport  or 
terminal  to  terminal.  Your 
baggage  is  transferred 
automatically  and  you 
clear  customs  only  at  your 
final  destination. 

Business  Class  in 
Europe,  too. 

KLM  flies  nonstop  747's 
to  Amsterdam  from 
New  York,  Chicago, 
I  Los  Angeles,  Houston, 
Atlanta  and  Anchorage, 
with  Royal  Class  and 
i  Business  Class  on  every 
flight.  Business  Class  is  also 
available  on  most  KLM 
i  European  flights. 

For  reservations,  call  KLM, 
your  corporate  travel  department 
or  your  Travel  Agent 


KLM 

Royal  Dutch  Airlines 

The  airline  of  the  international  business  traveler 


Last  year,  gasmen  bragged  about  their 
deep  gas  exposure.  Now,  they're  talking 
about  "liquidity  gridlock. " 


RIP  Fletcher  Field 


By  Carol  E.  Curtis 

T|hese  days  Oklahoma  oilman 
Robert  Hefner  talks  about 
something  called  "liquidity  grid- 
lock." That's  a  fancy  way  of  saying  he 
and  many  other  deep  gas  drillers  are  in 
danger  of  going  broke.  They  have  mil- 
lions of  dollars  tied  up  in  wells  that 
produce  gas  at  prices  too  high  to  sell, 
and  they  can't  afford  to  pay  back  the 
money  they  borrowed  when  times 
were  good. 

Nowhere  is  this  unpleasant  situa 
tion  more  obvious  than  in  the  Fletch- 
er Field,  a  grassy  plain  dotted  with 
farms  in  south-central  Oklahoma. 
Until  recently,  as  many  as  25  natural 
gas  rigs  were  visible  from  a  single 
point.  Now,  however,  Fletcher  is  lit- 
tle more  than  litigation.  The  explora- 
tory excesses  here  have  contributed  to 
at  least  one  major  bank  failure  (Penn 
Square)  and  at  least  a  halt-dozen  com- 
pany bankruptcies.  They  prompted 


two  of  the  country's  biggest  oil  com- 
panies, Mobil  and  Texaco,  to  launch  a 
multimillion-dollar  legal  battle  that 
some  say  could  last  a  decade. 

"It's  poppy  mania,"  says  Hefner, 
whose  GHK  Cos.  have  been  among 
the  biggest  players — and  losers — in 
Fletcher.  "This  was  a  billion-dollar 
gamble  that  was  based  on  a  single 
geologic  idea." 

The  logic  once  seemed  irresistible. 
Fletcher  is  a  200-square-mile  area  that 
some  geologists  estimate  could  con- 
tain up  to  15%  of  all  remaining  gas 
reserves  in  the  U.S.  While  deep  gas 
wells  cost  an  average  $11  million 
apiece,  at  the  SlO-per-thousand-cu- 
bic-feet  selling  price  that  deep  gas 
commanded  last  year,  one  well  flow- 
ing at  12  million  cubic  feet  of  gas  per 
day  could  pay  foi  itself  in  )ust  60  days. 
Deregulation  of  deep  gas  in  late  1979 
encouraged  the  drilling  push,  as  did  an 
Oklahoma  law  that  forces  owners  of 
mineral  rights  to  sell  out  or  come  up 


with  their  own  money  to  drill. 

Eager  wildcatters  spent  over  SI 
billion  in  less  than  a  year  to  punch  I 
Fletcher    with    over    75    deep   gas  I 
wells.  In  the  exclusive  petroleum  I 
clubs  that  sit  atop  skyscrapers  in 
Houston  and  Dallas,  gasmen  bragged 
about    their    "Fletcher  exposure." 
"Because  of  the  high  gas  prices,  ev- 
erybody decided  to  drill,"  says  one 
natural  gas  analyst. 

Most  of  the  wells  were  put  down  in 
early  to  mid- 1981.  Because  of  the 
depth-  from  15,000  to  22,000  feet— 
they  took  a  year  to  drill.  By  last  June 
there  were  still  no  truly  successful 
completions.  Some  wells  blew  out; 
others  flowed  gas,  but  at  disappoint- 
ingly low  rates  of  1  million  or  so  cubic 
feet  per  day. 

Then  the  bottom  fell  out  of  the  deep 
gas  market.  Prices  plunged  by  half  in 
july  and  August.  It  was  on  July  5  that 
Penn  Square  bank  was  declared  insol- 
vent, in  part  because  close  to  half  of 
its  nonperforming  loans  were  to  oil 
and  gas  companies,  a  good  many  of 
which  were  heavily  leveraged  in 
Fletcher  Field. 

Now,  with  no  deep  gas  moving  at 
any  price,  things  have  gone  from  bad 
to  worse.  "We  discount  Fletcher  as  of 
practically  no  value  at  all,"  says  Rob- 
ert Parker,  chief  executive  of  Parker 
Drilling  Co.,  a  major  deep  gas  drilling 
contractor. 

Parker  should  know.  The  company 
has  over  $20  million  in  overdue  bills 
from  deep  gas  drillers,  including  heav- 
ily indebted  GHK  and  Saxon  Oil. 
"You  are  seeing  a  real  falling  out  of 
guys  that  meant  well,"  says  Parker, 
"because  there  are  a  lot  of  people  that 
haven't  been  paid." 

The  losers,  what's  more,  weren't  all 
independents.  Mobil,  which  paid 
GHK's  Hefner  $126  million  to  drill 
deep  gas  wells,  is  suing  for  alleged 
misuse  of  $40  million.  Texaco  has 
also  filed  suit  to  recover  $820,000  it 
says  it  is  owed  by  GHK.  Kerr-McGec 
has  already  announced  $61.5  million 
in  Fletcher-related  losses. 

Despite  all  this,  not  everyone  le 
writing  off  Fletcher.  "Regardless  ol 
what  reserve  values  were  being  as 
signed  to  these  wells,  it  will  take  20C 
years  to  get  the  gas  out,"  says  Henn 
Keplinger,  head  of  Keplinger  Cos.  anc 
the  second  generation  in  a  family  o 
independent  consultants.  Drilling 
costs,  he  points  out,  have  fallen  b) 
one-third  since  the  deep  gas  marke 
collapsed,  meaning  reserves  can  be 
sold  at  lower  prices.  That  may  hel{ 
some  oilmen  turn  an  eventual  prof 
it  -but  not  those  like  Hefner  an« 
many  of  his  colleagues  who  did  thei 
drilling  with  borrowed  money.  ■ 
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A  graveyard  amid  the  gas  rigs  in  Oklahoma's  Fletcher  Field 
Buried:  over  $  i  billion  in  wildcatters'  money. 
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Report  from  Number  One  Wall  Street 


Irving  Trust  moves  international  payments 
with  electronic  speed,  electronic  accuracy. 

"Today,  world  business  moves  faster  than  ever,"  says  David  M.  Mace, 
Executive  Vice  President.  "So  your  New  York  clearing  bank  must  be  faster, 
too— and  more  accurate  than  ever,  especially  with  the  tighter  disciplines 
of  same  day  settlement. 

"All  this  puts  a  premium  on  electronic  banking,  a  field  in  which  we  pio- 
neered. Today  our  funds  transfer  system  is  dynamically  linked  to  S.W.I. FT, 
CHIPS  and  Fedwire.  With  these  systems— or  our  own  cash  management 
system— your  transactions  can  be  processed  in  seconds,  without  manual 
intervention. 

"This  means  greater  accuracy.  If  adjustments  have  to  be  made,  they  can  be 
done  in  minutes,  instead  of  days,  through  our  automated  customer  inquiry 
processing  system. 

"And,  because  immediate  account  information  is  more  important  now  with 
same  day  settlement,  our  customers  can  learn  the  status  of  their  accounts- 
updated  to  the  second— with  a  simple  message  direct  to  our  computer. 
Without  prompting,  our  automated  advice  service  transmits  completed 
transactions  directly  to  your  office  in  the  United  States." 


Irving  Trust  matches  sophisticated  electronics  with  experienced  people- 
specialists  who  go  out  of  their  way  to  give  you  close,  personal  attention. 

Electronic  speed.  Electronic  accuracy.  And  personal  attention.  Three  reasons 
why  Irving  Trust  serves  more  than  2,000  foreign  governments,  central  banks 
and  commercial  banks.  To  help  your  money  move  faster,  write:  David  M. 
Mace,  Irving  Trust  Company,  One  Wall  Street,  New  York,  NY  10015.  Or  call 
212/487-2535  for  more  information. 


Irving  TVust 

Unique.  Worldwide. 


sure  everythir 


Lockheed  knows  how. 


Across  the  U.S.,  there  is  a  rising,  insistent  cry  for  more 
quality  in  products.  At  Lockheed,  advances  in  quality  are 
a  way  of  life.  When  a  fleet  ballistic  missile  is  launched,  as 
shown  above,  there  can  be  no  compromise  in  quality.  And 
that  applies  to  aircraft,  spacecraft,  and  a  host  of  other 
Lockheed  products  large  and  small.  The  examples  below 
cover  some  of  the  advances  i  n  qual  ity  that  Lockheed  has 
made  recently  in  keeping  pace  with  scientific  progress. 

Giving  flaws  no  place  to  hide. 

The  cost  and  time-consumption  of  inspecting  products 
like  rocket  motors  and  gas  turbineengines  can  be  staggering 
With  rocket  motors,  if s  a  search  for  cracks,  voids,  flawed 


is 


Gas  turbine  engine  under  Lockheed  X-ray  inspection. 

bonding,  or  other  critical  defects.  With  gas  turbine  engines, 
the  vital  subject  is  gas-seal  clearances,  because  these  affect 
fuel  efficiency.  The  engine  testing  is  done  at  the  develop- 
ment stages  and  the  gas  seals  redesigned  if  necessary. 
Until  recently,  such  testing  combined  X-ray  with  photo- 


graphic techniques.  With  rocket  motors,  however,  in 
by  this  photographic  imagery  method  required  seve 
hundred  separate  pictures,  each  needing  increment 
rotations  of  the  product,  exposure  times,  individual 
processing,  and  painstaking  review  of  every  picture 
So  Lockheed  has  developed  a  real-time  X-ray  \ma 
system  that  permits  uniform,  100%  inspection  (rathe 
sampl  ing)  at  far  faster  speed  and  lower  cost  than  cor 
ventional  X-ray  methods.  Users  of  the  Lockheed  sys 
report  savings  of  up  to  50%  intimeand  66%  in  X-ra^ 
materials  costs. 

Spotting  trouble  before  it 
becomes  a  problem. 

You're  looking  at  potential  trouble  in  the  photogr.| 
below.  Actually,  it's  an  infrared  photograph  of  a  prin  i 
cuit  board.  The  magenta  coloring  identifies  an  integ 
circuit  on  the  board  that  may  be  too  hot. 

Until  recently,  it  was  almost  impossible  to  verify 
the  thermal  integrity  of  the  hundreds  or  even 
thousands  of  PC  boards  that  go  into  a  modern  aircra 
Now  Lockheed  has  developed  a  unique  method  of  € 
ing  PC  boards  completely.  This  new  approach  invol 
thermal  imaging.  It  is  a  non- 
contact,  non-destructive  way  of| 
testing  electronic  equipment. 

The  actual  test  of  a  PC  board, I 
using  infrared  photography,  can| 
be  made  in  a  few  minutes. 
Once  a  "hot"  spot  is  detected, 
early  steps  can  be  taken  to 
correct  it. 


orks  the  first  time 


heed's  thermal  survey  also  has  a  long-term  benefit, 
pared  photograph  provides  a  permanent  temperature 
Ihat  may  be  compared  with  future  design  changes  in 
board.  The  result:  far  higher  reliability  over  the  life  of 
j.semblies. 

i:  a  way  to  test  200,000  holes. 

airlifter  or  jetliner  may  have  as  many  as  200,000 
its  airframe.  Mainly  rivet  and  fastener  holes,  they  all 


checked.  And  rechecked  after  the  aircraft  has  been 
:e.  It's  been  a  costly,  time-consuming  process. 
Lockheed  has  developed  two  unique  systems  that 
I  and  time  enormously  while  increasing  reliability  of 
One,  a  Capacitance  Hole  Probe  tests  newly  drilled 
k  probe  with  48  sensors  is  inserted  into  the  hole.  The 
{check  the  hole  on  six  different  layers,  and  a  com- 
pkes  a  written  record  of  the  test— all  in  nine  seconds, 
fy,  it  took  several  minutes  to  test  a  hole  with  less 

cieed  has  not  neglected  old  holes  either.  In  mainte- 
Ispections,  a  computer-based  Eddy  Current  Scanner 
bid  hole  for  cracks  in  two  minutes.  The  recent 
Imethod  took  10  minutes  with  less  reliability.  The 


scanner  also  uses  a  sensor  probe  and  makes  a  computer 
record  of  the  findings. 

50,000  fuzes  a  month. 

Aircraft  and  spacecraft  roll  down  assembly  lines  in  rela- 
tively small  numbers.  But  Lockheed  also  is  involved  in  mass 
production  at  a  unique  facility 
in  Denville,  New  Jersey.  There 
Lockheed  produces  50,000  fuzes  ffc 
a  month  for  U.S.  Army  shells. 
It  already  has  manufactured 
more  than  1 ,000,000  fuzes. 

Designed  by  Lockheed  under 
U.S.  Army  direction,  the 
facility  could  produce  well 
over  100,000  fuzes  monthly. 
It  is  highly  mechanized,  and  its 
extensive  testing  program  is  au- 
tomated. Computerized  stations 
test  100%  of  all  electrical  components  as  they  arrive  at  the 
facility.  Then,  all  subassemblies  and  final  assemblies  are 
tested.  Lockheed  believes  this  may  be  the  most  rigorous 
testing  program  of  this  type  in  the  country.  Result:  highly 
reliable  fuzes,  produced  in  great  quantity  with  enhanced 
productivity. 

^^Lockheed 

For  more  information  about  Lockheed,  write  for  the 
1981  Annual  Report  Highlights  to  A.C.  Melrose, 
Lockheed  Corporation,  P.O.  Box  551,  Burbank,  CA  91520. 


Is  an  Americans  brash  commercialism 
corrupting  Penguin  Books,  or  saving  the 
paperbacks  for  Donne  and  Chaucer? 


Between  Scylla 
and  Charybdis 


1 


Penguin  Publishing 's  Peter  Mayer 
"Commercial  does  not  mean  down-market. 


By  Rosemary  Brady 

T|he  Penguin  Publishing  Co., 
that  staid  and  reliable  producer 
of  orange-and-black  paperback 
classics  since  the  Thirties,  has 
changed.  Now  amid  those  wonderful 
rack-size  translations  of  Dostoevski 
and  Dante,  don't  be  surprised  to  see 
Penguin  covers  screaming:  "Meta- 
physical thriller  .  .  .  chilling  .  .  .  wak- 
ing nightmare." 

From  both  its  London  headquarters 
and  its  American  subsidiary,  Viking 
Penguin,  Britain's  venerable  publish- 
ing house  is  waging  an  aggressive 
marketing  campaign  aimed  at  broad- 
ening Penguin's  highbrow  readership. 
The  campaign  is  primarily  the  work 
of  Peter  Mayer,  Penguin's  chief  execu- 
tive since  1978  and  a  former  star  at 
Avon  Books,  the  New  York-based 
mass-market  publisher. 

Mayer,  a  boyish-looking  46-year- 
old  who  puffs  on  cigarettes  intensely, 
is  at  once  confident  and  defensive 
about  Penguin's  new  assertiveness 
"My  goal  has  been  to  add  commercial 
excitement  to  Penguin,  not  to  sub 
tract  anything,"  he  declares.  "Com 
mercial  does  not  mean  down-market 
like  some  British  people  have  said.  I 
means  publishing  books  that  peoph 
want  to  read  in  great  numbers." 

It  appears  to  make  good  busines: 
sense.  From  an  $800,000  loss  in  1979 
the  year  after  Mayer's  arrival  at  Pen 
guin,  pretax  profits  rose  to  $8  million 
last  year.  Volume  sales  of  Penguii 
paperbacks  are  again  on  the  upswing 
after  declining  from  their  peak  of  45.' 
million  in  1976.  The  company  ha 
successfully  controlled  its  rising  over 
head  costs,  Mayer  says,  and  halved  it 
borrowings,  to  about  $10  millior 
over  the  last  two  years.  And,  add 
Ronald  Blass,  vice  chairman  and  a  vet 
eran  of  some  40  years  at  Penguin,  al 
of  the  company's  international  sut 
sidiaries — in  the  U.S.,  Canada,  Aus 
tralia  and  New  Zealand — are  operai 
ing  in  the  black  for  the  first  time  i: 
several  years. 

Penguin  declined  after  the  death  i 
1970  of  founder  Allen  Lane,  whi 
started  the  company  in  1935  by  sel 
ing  paperback  reprints  for  a  sixpenc 
in .Woolworth  stores.  Penguin  was  at 
quired  by  London's  Pearson  Longma 
Group  (which  also  owns  the  Fbuinck 
Times)  and  run  by  financial  men,  nc 
publishers.  Comments  Blass:  "It  wa 
lowed  about." 

When  the  Columbia-  and  Oxfori 
educated  Mayer  arrived,  he  found 
once-novel  publisher  that  had  falle 
victim  to  its  image.  The  mass  markt 
considered  its  books  scholarly,  n« 
popular,  and  even  though  the  publ 
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R.  J.  Reynolds  Industries,  Inc. 

has  acquired 

Heublein,  Inc. 


We  acted  as  financial  advisor  to  Heublein,  Inc. 


Goldman,  Sachs  &  Co. 

New  York     Boston     Chicago     Dallas  Detroit 
Houston     Los  Angeles     Memphis  Miami 
Philadelphia     St.  Louis     San  Francisco 
London     Tokyo  Zurich 


Soldman 
achs 


October  13,  1982 


EXPORT  COUNTRY 


A  shrinking  world  has  put  South  Africa's  wealth  of 
raw  materials  and  competitively  priced  finished 
goods  almost  at  your  doorstep.  Our  computer  link 
puts  you  in  direct  touch  with  exporters  of  products  you 
need.  Modern  transportation  facilities  speed  your 
order,  insuring  confirmed  delivery  dates.  Write  or 
call  one  of  our  offices  to  learn  how  your  competitors 
are  taking  advantage  of  our  strategic  minerals,  agri- 
cultural and  mining  machinery  auto  parts,  oil  drill- 
ing equipment,  foundry  products,  a  range  of  items 
from  fine  footwear  and  knockdown  furniture  to  excel- 
lent wines,  exotic  food  products  and  high  fashions. 

Investment  Inducements 

A  healthy  economy,  competitive  labor,  an  excellent 
infrastructure,  a  fine  banking  system  and  an  abun- 
dant supply  of  most  raw  materials  are  only  a  few  of 
the  reasons  why  you  should  invest  in  South  Africa. 
In  1980  foreign  investors,  including  260  major  U.S. 
companies,  made  an  average  profit  of  20%.  One  of 
our  U.S.  offices  can  provide  complete  information 
on  all  aspects  of  investment,  including  the  generous 
incentives  that  are  available  to  investors. 

SOUTH  AFRICA 


Contact  an 
office 

listed  at  right. 
Your  inquiry 
will  receive 
our  personal 
attention. 


Deputy  Consul  General  (Commercial) 

South  African  Consulate  General 

425  Park  Ave. ,  New  York,  NY  10022  (212)  838-1700 

The  Consul  (Commercial) 

South  African  Consulate  General 
1980  S.  Post  Oak  Blvd.,  Suite  1520 
Houston,  TX  77056  (713)  850-0150 

444  N.  Michigan  Ave.,  Suite  3100 
Chicago,  IL  60611  (312)  828-9200 

9107  Wilshire  Blvd. ,  Suite  400 
Beverly  Hills,  CA  90210  (213)  858-0380 


Don't  make  your  mail 
come  looking  for  you. 


If  you  don't  notify  everybody  at 
least  one  month  before  you  move, 
some  of  your  favorite  mail  may 
spend  a  lot  of  time  looking  for  your 
new  address. 

You  can  pick  up  a  free  Change- 
of- Address  Kit  at  the  Post  Office  f 


to  make  notifying  even  easier. 

Also,  be  sure  to  look  in  magazines 
and  use  the  convenient  change-of- 
subscription  form  as  well. 

Moving  should  be  an  enjoyable 
experience.  But  it  won't  be  fun  if 
your  mail  gets  left  behind. 


Let  everybody  know  where  you're  moving  to. 

©USPS  1981 


bought  Lady  Chatterley's  Lover  in  great] 
er  numbers  than  any  other  Penguit 
book,  many  people  thought  the  com 
pany  had  published  it  for  its  authoi 
D.H.  Lawrence,  not  its  lady. 

Mayer's  solution,  he  says  with 
nod  to  Homer — a  perennial  favorite  ij 
Penguin  translations — was,  like  tha" 
of  Odysseus,  "to  sail  between  Scyll 
and  Charybdis,  to  keep  Penguin's  im 
age  and  to  broaden  its  appeal." 

So,  in  quick  succession,  the  corrj 
pany  brought  out  new  large-forma 
books,  priced  higher  than  traditions 
rack-size  volumes:  two  books  laa 
year  on  Rubik's  cube;  a  volume  thi 
year  on  a  new  kind  of  diet. 

The  financial  risk  has  matched  th 
cultural:  Mayer  spent  almos 
$100,000  to  promote  a  1,100-page  rc 
mance,  M.M.  Kaye's  The  Far  Pavilim 
is  paying  advances  of  up  to  $80,000  fc 
mysteries  and  love  stories;  is  biddin 


Penguin  declined  after  th 
death  in  1970  of  founder  A 
ten  Lane,  who  started  th 
company  in  1935  by  sellin 
paperbacks  for  a  sixpence  i 
Woolworth  stores.  Pengui 
was  acquired  by  Pearsor 
Longman  and  run  by  Jinar 
cial  men,  not  publishers 
Blass:  "It  wallowed  about."] 


on  Judith  Guest's  new  novel,  Seconal 
Heaven,  in  hopes  it  will  equal  hi 
blockbuster  Ordinary  People. 

The  market's  judgment:  Far  Par. 
ion  has  sold  over  1  million  coph 
worldwide;  the  Rubik's  cube  bool 
sold  over  a  million;  The  F-Plan,  a  fibe 
diet  book,  has  sold  close  to  1  millic 
copies  in  Britain,  and  U.S.  pubheatic 
rights  have  been  sold  to  Bantam  ar 
Crown  for  $145,000. 

The  U.S.  subsidiary,  Viking  Pel 
guin,  has  also  spurred  marketing  in  i 
attempt  to  lift  Penguin's  low  1%-t 
2%  U.S.  market  share.  It  is  heavi 
promoting  Gordon  Prange's  nov 
about  Pearl  Harbor,  .4/  Dawn  We  Sle£ 
with  a  big  Dec.  7  introduction. 

Is  there  bad  news?  Are  Donne  ar 
Chaucer  forever  relegated  to  Pe 
gum's  back-number  warehouse?  N 
says  Mayer.  Although  Penguin 
backlist,  mostly  serious  book 
dropped  from  4,700  to  4,300  in  19! 
while  the  company  tried  to  c 
overhead,  the  list  is  back  up 
4,900  and  growing.  "We  have  alwa 
published  serious  books  of  minori 
appeal,  and  we  always  will,"  sa 
Mayer,  "but  we  had  to  find  a  way  1 
make  a  good  business  out  of  it 
Hooray  for  Tfje  F-Plan.  ■ 
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e  newspaper  on  the  left  you  know,  the  one  on  the  right 
j  might  not.  The  Financial  Times  is  the  primary  source 
business  information  for  European  and,  increasingly, 
S.  and  other  world  business  leaders. 

In  fact,  to  ensure  you  do  receive  a  complete  picture 
the  international  business  world  we  have  255  specialist 
urnalists  and  18  foreign  bureaus  around  the  world, 
t  at's  three  times  as  many  foreign  bureaus  as  the  paper 
I  the  left. 

Never  before  has  international  competition  been  so 
■  rce  nor  the  need  for  American  executives  to  get  a  fast 
i  i  deep  view  of  the  international  business  world  been 
i  great. 

That's  why  the  international  edition,  printed  in 
:  inkfurt,  leaves  for  New  York  ahead  of  the  sun  on  a 
I  .m.  flight,  connects  with  our  delivery  system  and  is 
1  n  rushed  to  you. 

Financial  Times 

Europe's  business  newspaper 
now  for  the  International  American. 


I'd  like  to  receive  the  Financial  Times. 

□  1  year  Monday  through  Friday:  $300 

□  1  year  Monday  through  Saturday:  $365 

□  6  months  Monday  through  Friday:  $150 

□  6  months  Monday  through  Saturday:  $183 

□  Send  me  a  sample  copy 


□  Payment  enclosed 

□  Please  charge  my: 

□  American  Express 

Account  Number  

Expiration  Date  


□  Visa    □  MasterCard 


Company  Name 

Your  Name  

Title  


Address . 
City  


State . 


Floor 
Zip  


Mail  to:  Financial  Times,  FT  Publications,  Inc. 

75  Rockefeller  Plaza,  New  York,  NY  10019 

Or  call:  1-212-489-8300  fo6 


//  doesn't  take  much  for  a  drug  chain  to 
turn  a  profit  in  a  recession,  but  Peoples 
Drug  Stores  found  it  hard  to  do — until 
Bud  Fantle  came  along. 


Back  in 
the  club 


By  Jeff  Blyskal 


Shortly  after  little  Lane  Drug 
acquired  larger  Peoples  Drug 
Stores  (and  adopted  the  name) 
in  1976,  CEO  Sheldon  (Bud)  Fantle 
took  his  wife  on  a  tour  to  see  just 
what  the  $12  million  stock  swap  had 
bought.  He  has  never  forgotten  that 
day.  "After  we  had  seen  the  low  mo- 
rale, the  poor  condition  of  the  stores, 
the  terrible  service  and  all  the  out-of- 


stock  items,"  recalls  Fantle,  "my  wife 
just  started  to  cry.  She  couldn't  be- 
lieve the  company  could  be  turned 
around." 

But  Fantle  thought  different,  and  he 
was  right.  Since  1975,  the  year  before 
the  acquisition,  per-share  earnings 
have  rebounded  from  a  6-cent  deficit 
to  a  healthy  $2.39.  Return  on  equity,  a 
sickly  3.4%  in  1974,  is  now  14.9%. 
Margins  this  year  will  be  triple  the 
niggardly  half  percent  they  were  be- 


Pecples  Drug  Stores  CEO  Bud  Fantle 
No  tears  these  days. 


fore  the  merger.  But  the  real  test  fq 
Alexandria,  Va. -based  Peoples  haj 
been  the  recession. 

The  fact  is,  you  don't  need  a  magiJ 
elixir  to  make  most  drugstore  chain! 
turn  a  profit  in  a  bad  economy  bel 
cause  drugstores  sell  necessities.  Peel 
pies  had  been  an  exception.  Nine  othl 
er  major  chains  breezed  through  thl 
1973-75  recession  with  hardly  a  protl 
lem;  Peoples  was  the  only  one  thai 
suffered  a  deficit,  in  1975. 

At  almost  $700  million  sales  thj  I 
year,  Peoples  has  clearly  changed.  Bl 
investors  are  still  skittish.  Its  P/E  mu 
tiple  is  10,  compared  with  13  for  fac 
Eckerdand  14  for  Walgreen,  both  bigge 
but  with  comparable  growth  expect; 
tions  and  returns  on  equity.  "Peopl 
have  long  memories  about  the  old  con 
pany,"  says  E.F.  Hutton's  Martin  Mi 
ler,  who  thinks  the  stock  is  undervai 
ued.  "But  the  most  important  ingred 
ent  to  me  is  management,  and  People 
is  among  the  best  in  the  business." 

Lane  Chairman  Adrian  (Ace)  Isra' 
had  his  eye  on  246-store  Peoples  sine 
1974,  when  he  bought  a  22%  stake, 
year  later,  he  sent  Fantle  over  as  CE 
to  evaluate  Peoples.  In  1976  Isra 
bought  the  whole  company.  Fantle 
first  job  then  was  to  boost  work 
morale,  especially  since  he  had  to  r||  . 
place  or  get  rid  of  20%  of  People 
6,500-person  work  force.  He  ga' 
"Number  1"  pins  to  those  who  we: 
not  bounced — corny,  but  apparent 
helpful.  Later  an  employee  stock  pu 
chase  plan  was  also  instituted. 

Next  he  concentrated  on  the  produ 
mix.  Fantle  found  that  it  was  the  sari 
at  every  store  no  matter  what.  F1 
example,  a  Peoples  outlet  in  Washin 
ton's  Watergate  building  was  sellii 
giant-size  bags  of  fertilizer  and  lav 
care  equipment.  But  the  nearest  gre» 
thumb  was  probably  across  the  Pot 
mac  somewhere  in  suburban  Virgin: 
Like  Walgreen — where  a  similar  tur 
around  began  about  the  same  tir 
(Forbes,  ////v  5) — Peoples  moved  aw 
from  the  cookie-cutter  approach  ai 
began  tailoring  each  store's  mercha 
dise  to  individual  neighborhoods. 

A  new  marketing  staff  thinned  o 
merchandise  like  television  sets,  i 
conditioners  and  sophisticated  cai 
eras.  "We  were  selling  these  great  r 
300-pound  redwood  picnic  tables  tb 
nobody  could  get  out  of  the  stort 
says  Fantle.  They  were  replaced 
lightweight  knockdown  models,  a 
inexpensive  cameras  that  "sc 
themselves"  were  brought  in.  Fan 
expanded  lucrative  greeting-C£ 
space  tenfold  and  started  pushi 
high-margin  private  label  over-tt 
counter  products,  which  now  cons 
tute  10%  of  sales. 


234 


FORBES,  NOVEMBER  8,  19 


The  Bell  System  is  giving 
American  orchestras  a  hand. 


An  intelligently  structured 
correspondent  network 
eliminates  friction 
in  all  the  right  spots. 


The  smoothness  with 
which  international 
business  is  transacted  de- 
pends not  only  on  having  the  nght 
correspondent  banking 
connections  in  the  right 
countries.  It's  also  a  matter 
of  access  -  the  speed 
at  which  your  instructions 
can  be  transmitted,  your 
plans  implemented.  With 
a  minimum  of  time  and 
effort  on  your  part. 

To  facilitate  this 
process,  Bank  of  Montreal 
has  organized  top-flight 
management  teams  to 
work  with  our  correspon- 
dent banks  in  each  or  the  key 
regions  of  the  world.  This 
worldwide  network  ensures 
that  the  facilities  of  these  care- 
fully chosen  correspondent  banks 
are  linked  together  in  the  most 
efficient  way  to  serve  your  banking 
interests,  whatever  they  may  be, 


i 


virtually  anywhere  in  the  world. 

Of  course,  our  cor- 
respondent banking  connections 
are  complemented  by 


Bank  ofMontrc 
own  internationa 
network  of  branche 
subsidiaries  and 
affiliates  located  in  key 
countries  around  the  world 
So  when  you  want  to 
do  business  abroad,  come  to 
Bank  of  Montreal.  You'll  find  it 
easier  to  get  up  to  speed  when  yo 
have  an  expert  who  knows 
how  to  eliminate  friction  for  you. 

Contact  your 
Bank  of  Montreal  Account 
Manager,  or  Correspondent  Bank 
Division  Officers. 

In  Canada  - 
Toronto  (416)  867-6449 

In  the  U.S.  - 

New  York  (212)  758-6300 

In  Europe  - 

London  (01)  377-1000 

In  the  Far  East  - 

Singapore  (65)  220-7266 


The  stores  themselves,  untouched 
jltor  15  years,  were  upgraded  too,  right 
;iiown  to  scrapping  the  ancient  cash 
Registers.  Third-generation  point-of- 
j>ale  equipment  will  soon  be  installed, 
j  Meantime,  Ace  Israel  was  adding  to 
;:he  store  and  sales  base  with  acquisi- 
tions: Mill  Drug  of  Georgia,  Haag 
prug  in  Indianapolis  and  Drug  Fair  of 
il  owa.  Today  the  chain  has  556  stores 
In  14  states  and  the  District  of  Co- 
if umbia.  And  Fantle  has  earmarked 
AS  15  million  to  add  computerized  pre- 
scription terminals  to  keep  track  of 
ihustomer  records,  transmit  informa- 
ion  between  stores  and  bill  third-par- 
ly  health  plans.  Peoples  is  adding  a 
nore  advanced  inventory  manage- 
nent  system  and  is  experimenting 
vith  high-margin  convenience  food 

HHBMHHHHHHHflH 

|l  Peoples  in  Washington's 
Watergate     building  was 
\*elling    lawn    care  equip- 
[nent.  But  the  nearest  green 
humb  was  probably  in  sub- 
urban    Virginia.  Peoples 
noved  away  from  the  cook- 
ie-cutter approach  and  be- 
\ jan  tailoring  each  store's 
merchandise  to  individual 
jieighborhoods . 

stores  within  the  drugstores.  It  has 
|lso  introduced  optical  centers,  a 
i(x>me-medical-equipment  store  and 
Rental  clinics. 

f  Most  other  drug  chains,  however, 
save  already  gotten  in  and  out  of 
i>  ome  of  these  things,  such  as  the  eye- 
glass business.  "They  went  into  that 
1 1  a  big  way  with  the  idea  they  could 
i  iake  up  to  50%  gross  margins,"  says 
ii:rome  Kaplan  of  Value  Line,. 
I  Making  it  clear  that  he  has  no  such 
grandiose  expectations,  Fantle  says: 
We're  moving  slowly  and  carefully." 
I  Jid  he  admits  the  jury  is  still  out  on 
i  le  dental  business.  It  costs  a  quarter- 
million  dollars  for  X-ray  machines, 
jirills,  etc.,  and  state  laws  are  present- 
ing some  difficulties.  Fantle,  howev- 
er, says  customers  like  the  idea  of 
tervice  12  hours  a  day,  7  days  a  week. 
J  With  everything  Fantle  has  done  to 
Ijjx  Peoples,  the  chain  is  now  number 
■lie  or  two  in  its  12  major  markets, 
Paces  like  Washington,  D.C.  (32% 
I  fcare),  Atlanta  (20%),  Indianapolis 
1 13%)  and  Toledo  (54%).  The  com- 
pany claims  its  market  share  is  up, 
jad  last  year,  for  the  first  time  in  a 
|;>ng  while,  growth  in  sales  per  square 
,w|ot  outpaced  inflation.  Even  in  a 
\ l  jiref ire  business  like  drug  retailing,  a 
I  |>mpany  is  still  only  as  good  as  its 
Mi  management.  ■ 


HOW  TO  MOVE  YOUR 
COMPANY  TO  WASHINGTON 
WITHOUT  MAKING  A 
FEDERAL  CASE  OUT  OF  IT. 

Whether  your  company  deals  directly 
with  the  federal  government  or  not,  there 
are  enormous  benefits  to  locating  near 
Washington. 

Mail  us  this  coupon,  and  we'll  tell 
you  what  they  are  and  how  you  can 
take  advantage  of  them  by  moving 
to  Fairfax  County,  Virginia. 


Name- 
Title  _ 


Company  Phone . 

Address  


City  State  Zip  

Inquire  in  confidence  to:  April  L.  Young,  Executive  Director,  Fairfax  County  Economic  Development  Authority, 
8330  Old  Courthouse  Road,  Suite  800,  Tysons  Comer,  Vienna,  Virginia,  22180.  Phone  (703)  790-0600. 


FAIRFAX  COUNTY,  VIRGINIA 


F007 


GET  TODAY'S 
HIGH  BOND  YIELDS 
WITH  LIQUIDITY. 


If  you're  seeking  a  higher, 
more  stable  level  of  income 
during  this  period  of  declining 
money  market  rates,  the  T.  Rowe 
Price  New  Income  Rind  offers 
you  a  solution.  Earn  double- 
digit  yields  from  a  proven  leader 
in  corporate  bond  and  other 
debt  securities. .  .plus,  enjoy  the 
same  liquidity  features  of  a 
money  market  fund: 

•  Daily  access  to  your  money 

•  Free  checkwriting  over  $500 

•  No  penalty  for  early 
withdrawal 

•  Free  exchange  with  other 
T.  Rowe  Price  Funds 

So,  if  your  objective  is 
to  capture  high  long-term 
yields,  while  accepting  some 


capital  risk,  consider  the  New 
Income  Rind. 

CALL  NOW  FOR 
TODAY'S  HIGH  YIELD 
TOLL  FREE  1-800-638-5660 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 

Yield  should  be  considered  along  with  the  potential 
for  price  fluctuation;  both  will  vary  as  market  con- 
ditions change. 


T  Rowe  Price 

T.  Rowe  Price  Marketing,  Inc.  Dept  D33 
100  E.  Pratt  Street,  Baltimore,  MD  21202 

Please  send  me  a  prospectus  on  your  New 
Income  Fund— a  no-load  fund— with  more 
complete  information,  including  management 
fee  and  other  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest. 

Name  


Address . 
City  


State. 


.  Zip_ 
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Faces 

Behind  The  Figures 


Edited  by  Barbara  Ettorre 

Move  over,  Lee 

A  couple  of  new  commercials  for 
Builders  Emporium,  a  home  improve- 
ment chain  in  California,  have  just 
been  shot.  One  shows  a  harried  store 
manager  rushing  around  frantically 
straightening  his  stock  and  murmur- 
ing, "I  don't  like  surprises  ...  I  just 
don't  like  surprises."  Striding  down 
the  aisle  comes  Sanford  Sigoloff,  CEO 
of  Wickes  Cos.,  owner  of  Builders  Em- 
porium. Final  line  of  the  commercial: 
"Oh,  Mr.  Sigoloff,  what  a  pleasant 
surprise!" 

Surprise  indeed.  Sigoloff,  the  corpo- 
rate turnaround  specialist,  has  been  at 
the  helm  of  Wickes  since  March,  just 
one  month  before  the  company  filed 
for  protection  under  Chapter  11. 
Now,  following  the  path  beaten  by 
Chrysler's  Lee  Iacocca,  Sigoloff  is  out 
there  personally  pitching  his  com- 
pany. "Our  theme  is  a  little  different 
from  Lee's,"  he  says.  "We're  not  try- 
ing to  save  a  production  line.  We're 
saying,  'I'm  a  tough  customer  to 
please,  you're  a  tough  customer  to 
please — we're  going  to  try  to  please 
you.'  " 

Sigoloff's  tough  image  comes  from 
his  reputation  as  a  first-rate  surgeon 
for  ailing  companies,  a  benign  meanie 
who  will  spill  blood  to  save  the  pa- 
tient. After  leaving  Xerox  in  the  late 
Sixties,  Sigoloff,  52,  pulled  Republic 
Corp.  out  of  the  red  by  slashing  off  40 
operating  units.  In  1976  he  brought 
Daylin  Inc.  out  of  reorganization  after 
firing  nearly  half  its  1 6,000  employees 
and  unloading  about  120  unprofitable 
stores. 

Wickes  shot  two  30-second  com- 
mercials for  considerably  less  cost 
than  an  average  shoot.  For  one  thing, 
the  company  did  not  have  to  pay  ac- 
tors' residuals  to  supplement  Sigo- 
loff's $400,000-a-year  annual  salary. 
The  commercials  began  airing  recent- 
ly and  they  will  run  for  eight  weeks 
with  price  item  ads  throughout  Cali- 
fornia, where  Builders  Emporium  has 
62  stores. 

The  second  commercial  shows  Sigo- 
loff dressed  in  shirt  sleeves  and  open 
vest.  He  strolls  into  a  store  unan- 
nounced and  first  states  the  things  he 
looks  for  as  a  Builders  Emporium  cus- 
tomer. "As  CEO  of  this  company,"  he 
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Sanford  Sigoloff  of  Wickes  Cos. 
But  will  it  play  in  California? 


then  announces,  "I  demand  clean, 
well-stocked  stores  and  knowledge- 
able, courteous  employees."  A  scene 
with  Sigoloff  walking  into  one  of  his 
stores  by  surprise  is  not  entirely  fic- 
tional— he  has  a  reputation  for  making 
unannounced  visits  to  his  company's 
3,000  stores  as  he  travels  throughout 
the  country. — Theodore  Lowen 

What  rally? 

Wall  Street  brokerage  firms  may  be 
feasting  on  record  commission  in- 
come, but  not  much  of  it  has  come 


from  canny  investor  Warren  Buffett 
Dispassionately  watching  the  frenz) 
from  Omaha,  where  he  runs  the  Berk 
shire  Hathaway  conglomerate  out  of  i 
six-person  headquarters,  he  says  h 
has  thus  far  been  underwhelmed  bi 
the  lately  hot  stock  market. 

Berkshire,  with  interests  ranginj 
from  textiles  to  insurance  to  candy 
had  investment  assets  of  more  thai 
$900  million  at  last  count.  Buffet 
says  his  trading  recently  has  been  n» 
greater  than  usual — i.e.,  minuscule 
"We  were  fairly  fully  invested  ii 
stocks  and  bonds  at  the  end  of  las 


Investor  Warren  Buffett 

A  dispassionate  note  from  a  "market  agnostic." 
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lyear,"  he  says.  "And  we  won't  show 
i  many  changes  in  next  year's  annual 
(report." 

Buffett,  52,  who  has  built  a  $250 
Imillion  personal  fortune  mainly  on 
[patient  and  rigidly  fundamentalist 
I  stock-picking,    finds   the  market's 
I  recent  titanic  volume  interesting  but 
Inot  necessarily  significant.  "I  am  not 
Isure  it  means  very  much,"  he  says. 
J  "There  have  been  episodes  like  this  in 
[the  past  that  did  not  lead  to  much  and 
[are  now  almost  forgotten."  And,  of 
Ijcourse,  he  will  not  forecast  where  the 
[stock  market  is  headed.  "I  don't  usu- 
ally pay  much  attention  to  other  peo- 
ale's  forecasts,"  he  says.  "I  look  at 
;tocks,  not  markets.  We  make  no  at- 
empt  to  time  markets.  I  am  a  market 
ignostic." — Eamonn  Fingleton 

Tall  order 

'I  always  wanted  to  work  for  some- 
body I  could  look  up  to,"  jokes  Philip 
Purcell,  the  new  president  and  chief 
operating  officer  of  Dean  Witter  Fi- 
nancial Services  Group,  who  mea- 
sures 6  feet  5.  Purcell,  38,  recently  got 
lis  wish:  He  officially  reports  to  Dean 


likes  of  Shearson/American  Express, 
E.F.  Hutton  and  A.G.  Edwards.  Any- 
body who  knows  Sears  well  knows 
that  it  doesn't  accept  second  fiddle 
easily.  Hence  Purcell's  arrival  to  help 
Gardiner  improve  that  standing. 

Purcell  has  no  background  on  Wall 
Street.  At  Sears  he  was  senior  vice 
president  of  corporate  administration 
and  planning,  having  joined  it  in  1978 
from  McKinsey  &  Co.,  where  he  was 
managing  director  of  the  Chicago  of- 
fice. But  that's  precisely  why  the  Wall 
Street  establishment,  which  usually 
regards  outsiders  with  a  jaundiced 
eye,  thinks  his  move  to  Dean  Witter 
is  significant.  Purcell's  specialties  are 
both  management  and  long-term 
planning — two  areas  where  Gardiner 
would  probably  welcome  some  help. 

Purcell  doubts  that  a  salesman  in  a 
well-managed  giant  financial  service 
conglomerate  can  be  all  things  to  all 
customers — selling  not  only  banking 
and  brokerage  services  but  insurance 
and  real  estate  as  well. 

"One  guy  is  not  going  to  sell  every- 
thing," he  says.  One  example  is  the 
past  failures  of  insurance  companies 
to  sell  mutual  funds  through  insur- 


Purcell  is  also  happy  thus  far  with 
Sears'  experiment  of  putting  Dean 
Witter  counters  into  eight  Sears 
stores.  "It's  going  better  than  most 
people  thought,"  he  says.  "We've 
opened  a  lot  of  new  accounts."  The 
department  store  experiment,  he 
thinks,  has  captured  many  customers 
who  feel  uncomfortable  walking  into 
a  brokerage  office  or  a  bank  for  the 
first  time. — Richard  L.  Stern 

Nice  report  card 

Henry  Cisneros  became  mayor  of  San 
Antonio  in  1981  with  the  firm  convic- 
tion that  he  had  to  be  better  than  just 
good  at  the  job.  Cisneros  is  the  son  of  a 
U.S.  Army  colonel,  and  he  earned  a 
Ph.D.  from  Georgetown  University  in 
public  administration.  But  not  only  is 
he  the  youngest  person  in  memory  to 
be  mayor  of  San  Antonio,  eleventh- 
largest  city  in  the  U.S.  (pop.,  796,500), 
he  is  also  the  first  person  of  Mexican 
ancestry  to  hold  the  job.  In  a  town  best 
known  for  the  Alamo,  the  very  symbol 
of  die-hard  American  fortitude,  "I  had 
to  prove  that  as  a  Hispanic, "  he  recalled 
last  month  with  a  wry  laugh,  "I  would 
not  run  the  city  into  bankruptcy." 

By  that  standard,  Cisneros  is  indeed 
doing  better  than  just  good.  At  a  time 
when  most  other  cities  are  scratching 
for  funds,  San  Antonio's  credit  rating 
has  just  been  upgraded  from  AA  to 
AA+  by  Standard  &  Poor's — this, 
when  it  came  to  market  last  month 
with  a  small  ($4  million)  bond  issue. 
That  compliment,  in  turn,  reflects  a 
much  improved  climate  for  all  busi- 


thi/ip  Purcell  of  Dean  Witter  Financial  Services  Group 
iears-type  management  on  Wall  Street. 


ijlVitter  Financial  Chairman  Robert 
jiStretch)  Gardiner,  who  stands  6  feet  7. 
I  Purcell  was  brought  in  from  parent 
■ears  at  a  time  when  the  giant  retailer 
jfcportedly  was  increasingly  anxious 
iijjb  get  on  with  the  plans  it  has  charted 
■  fcr  Dean  Witter,  which  it  acquired  in 
1 1981  for  $607  million.  The  brokerage 
llrm  was  supposed  to  be  the  corner- 
lltone  of  Sears'  grand  plan  to  transform 
llself  into  the  department  store  of  fi- 
i  ancial  services. 

But  Dean  Witter  has  been  playing 
liecond  fiddle  in  profitability  to  the 


ance  salesmen.  In  contrast,  he  adds, 
"Brokers  have  been  successful  in  sell- 
ing insurance  products  primarily 
where  they  are  investment  related." 

That's  why  Purcell  is  comfortable 
with  the  term  "financial  department 
store."  The  prime  benefits  of  Sears' 
ownership  of  Allstate  Insurance, 
Coldwell  Banker  real  estate,  Allstate 
Savings  &  Loan  Association  in  Cali- 
fornia and  Dean  Witter,  he  says,  is 
its  ability  to  package  products  from 
related  fields  without  losing  exper- 
tise in  how  they  are  sold. 


San  Antonio  Mayor  Henry  Cisneros 
Better  than  good  is  AA  +  . 
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CSX  Corporation 

c 


Chessie  System  Railroads 


SCL/LN 


Family  Lines  Rail  System 


Chessie  System  Railroads  and  Family  Lines 
Rail  System  are  units  ol  CSX  Corporation 


CSX  Corporation,  Ameri 
largest  transportation  ai 
natural  resource  compc 
one  of  the  major  links  in 
world's  food  chain. 

In  1981.  the  CSX  rail 
hauled  almost  43  millio: 
of  phosphate  for  use  in  t 
manufacture  of  fertilizer 
United  States  and  overs 

Recently  CSX  comf 
expansion  of  its  phosph 
export  facilities  at  Tamp 

With  two  giant  dun 


X  Railroads  Haul 
>re  Phosphates  For 
•tilizer  Than  Anyone 
e  In  The  World. 


3(7  in  place,  this  facility  can 
:i  oty  a  rail  car  in  90  seconds 
:i  •  unload  6,000  tons  of 

sphate  an  hour. 

Fbllow  the  food  chain 
'\  ler,  and  you'll  see  the  mag- 
i  de  of  CSX's  operations. 
*.!  Last  year  alone,  the  CSX 

oads  transported  over  685 
i  on  bushels  of  grain  bound 
i  iternational  markets. 

With  its  worldwide  food 
i  ibution  capabilities,  the 


CSX  competitive  edge  grows 
sharper  every  day 

Get  to  know  us.  We 
manage  railroads,  natural 
resources,  land  development, 
aviation  services,  publishing, 
resort  properties. 

And  you'll  like  the  way 
we  do  business  at  CSX. 

For  more  information, 
write:  Corporate  Communi- 
cations, PO.  Box  C-32222, 
Richmond,  VA  23261. 


CSX 

CORPORATION 


America's 

Largest 

Transportation 

And  Natural 

Resource 

Company. 


Faces 

Behind  the  Figures 


ness  in  a  community  that  continues 
to  depend  heavily  on  tourism  and  de- 
fense (five  military  bases  are  nearby) 
but  is  now  beginning  to  get  some- 
where building  an  industrial  base. 

"San  Antonio  was  never  a  heavy 
industry  town,"  Cisneros  says. 
"We're  skipping  over  that  whole  era 
and  getting  right  to  the  heart  of  the 
matter,  improving  our  education  fa- 
cilities and  doing  other  things  to  en- 
able us  to  participate  in  the  high-tech- 
nology era."  San  Antonio,  he  says, 
offers  more  than  a  rich  labor  market 
and  comparatively  low-cost  energy. 
To  lure  companies  involved  in  high 
technology,  Cisneros  has  fashioned 
incentives  that  include  lower-cost 
capital  raised  through  industrial  rev- 
enue bonds,  a  free-trade  zone  and  a 
one-stop  center  for  steering  a  plan 
through  the  municipal  bureaucracy. 
His  strategy  seems  to  be  working. 
Among  companies  that  have  located 
facilities  in  the  San  Antonio  area 
since  1979  are  Control  Data,  Sprague 
Electric  and  Tandy  Corp. 

Here,  too,  Cisneros  has  the  feeling 
that  with  56%  of  the  population 
claiming  Mexican  ancestry,  San  An- 
tonio has  to  be  better  than  just  good  at 
the  jobs  done  in  that  city.  "We're  try- 
ing to  prove,"  he  says,  "that  a  Hispan- 
ic labor  force  is  as  capable,  and  has  as 
strong  a  desire  to  learn  and  improve 
their  lives,  as  any  other  people  in  this 
country." — Michael  Moynihan 

Zoo  story 

William  Conway,  who  heads  the 
world-famous  Bronx  Zoo  in  New 
York,  has  a  problem  any  homemaker 
understands — the  high  cost  of  feeding 
the  family.  Conway's  shopping  list, 
however,  leaves  little  room  for  clever 
substitutions  or  shrewd  shopping. 
Nobody  is  offering  cents-off  coupons 
on  dead  mice,  a  staple  in  the  snake 
house  diet.  Conway,  52,  a  zoologist 
who  took  over  as  general  director  of 
the  New  York  Zoological  Society  in 
1966,  has  seen  the  Bronx  Zoo's  food 
budget  alone  more  than  double,  to 
$500,000  a  year. 

As  at  museums  and  zoos  every- 
where, costs  and  the  revenues  to  meet 
them  have  become  a  major  preoccu- 
pation at  the  Bronx  Zoo.  Conway's 
operating  budget  this  year  is  more 


William  Conway 
Bamum  at  the  zoo. 


than  $20  million.  On  top  of  that  is  an 
ambitious  capital  spending  program, 
$24  million  since  1977,  to  modernize 
and  expand  the  exhibits. 

In  contrast  with  many  other  zoos, 
however,  the  Bronx  Zoo  is  doing  more 
about  its  finances  than  leaning  on  fa- 
vorable word-of-mouth  about  its  ex- 
hibits and  the  usual  fundraising.  In 
1977  the  zoo  spent  $6  million  to  open 
its  Wild  Asia  exhibit,  a  natural  habitat 
for  300  deer,  antelope,  tigers  and  other 
animals  covering  38  acres  of  its  265- 
acre  site.  An  even  bigger  venture  is 
now  in  the  works — a  vast,  realistic 
recreation  of  jungle  life  due  to  open  in 
1984  at  a  cost  of  $6.5  million. 

Under  Conway,  moreover,  the  zoo 
has  begun  to  promote  its  exhibits 
with  a  verve  that  would  do  Walt  Dis- 
ney proud.  He  has  introduced  new 
rides — an  aerial  monorail,  safari 
tours  and  cable  cars — that  last  year 
produced  an  operating  profit  of 
$522,000  on  revenues  of  $915,000. 
He  is  spending  some  $300,000  this 
year  on  radio,  TV  and  outdoor  adver- 
tising. By  such  means  they  lured 
1,977,000  visitors  ($2.50  for  adults, 
75  cents  for  children)  into  the  zoo 
last  year — up  23%  in  four  years — and 
Conway  thinks  attendance  will  top  2 
million  this  year. 

The  Bronx  Zoo's  world  reputation 
as  the  state  of  the  art  of  enlightened 
zookeeping  is  secure,  but  Conway 
these  days  sounds  a  bit  like  P.T.  Bar- 
num.  "We're  trying  to  build  a  critical 
minimum  of  exciting  exhibits  that 
will  attract  more  people  and  encour- 
age them  to  stay  longer,"  he  says. 
"The  longer  people  stay,  the  more 
they  spend  on  food  and  drink  and  on 
rides." — Eamonn  Fingleton 


Pen  and  inc. 

Pilot  pens,  whose  fine-point  roller 
ball  pens  and  markers  helped  spark 
whole  new  writing  industry  a  fevl 
years  back,  continue  to  do  well.  Pilo 
is  one  of  the  few  pen  companies  in  th| 
U.S.  showing  an  increase  in  sales  thi 
year.  For  all  of  1982,  sales  shouli 
reach  $34  million,  up  15%.  If  custom1 
ary  profit  margins  hold  up,  thai 
should  contribute  some  $3.4  millioi 
in  pretax  profits  to  its  parent,  PilQ 
Pen  Co.,  Ltd.  of  Japan. 

The  American  in  charge  of  sellin 
Pilot  on  this  side  of  the  Pacific 
Executive  Vice  President  Ron  Shaw 
formerly  a  Borscht  Belt  comedia 
whose  CB  handle  is  Pilotman  an 
who  has  been  at  Port  Chester,  N.Y 
based  Pilot  since  1975.  The  year  be 
fore   Shaw  showed  up,   Pilot  los 
$500,000  on  sales  of  $1.2  million,  an 
the  parent  was  running  scared.  Adve 
tising  money,  he  was  told,  wouldn 
come  until  after  Pilot  turned  profi 
able.  But  Shaw,  who  had  built  a  sui 
cessful  career  as  national  sales  mat 
ager  at  Bic,  didn't  think  he  could  wai 
He  quickly  saw  the  consumer  potei 
tial  of  Pilot's  Razor  Point  pen,  mai 
keted  mainly  to  engineers,  architec 
and  draftsmen  as  a  technical  tod 
"We  weren't  making  enough  mone 
to"  stay  alive,"  Shaw,  44,  recalls,  F 
authorized  a  nationwide  mailing 
free  samples  to  13,000  office  supp 
dealers.  For  the  first  ad  campaign,  1 
scraped  $50,000  from  an  already  au 
tere  budget.  Based  on  early  sales  r 
sponse,  Shaw  borrowed  $175,000 
run  his  now  celebrated  "Is  it  sick 
love  a  pen?"  campaign  in  regional  ec 
tions  of  national  magazines.  Sales  at 
profits  proceeded  apace,  and  Shaw 
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Nature  has  made  Brazil  a  major 
producer  of  hydroelectric  power. 


mm : 


Perhaps  what  is  most 
extraordinary  about  the 
beautiful  Iguacu  Falls  is  not 
its  vertical  drop  of  250  feet,  but 
rather  its  ability  to  generate 
9,500  MW  of  energy  for  Brazil's 
120  million  inhabitants. 
Today,  scattered  across  Brazil's 
8.5  million  square  kilometers, 
are  other  natural  attractions 
like  Iguacu,  all  helping  to 
develop  the  nation's  industrial 
might. 

Thanks  in  part  to  these  natural 
assets,  the  average  yearly 
increase  in  Brazil's  Gross 
National  Product  has  been  one 
of  the  highest  in  the  world.  Per 
capita  income  last  year  was  in 
the  area  of  1,990  U.S.  dollars. 


Between  1970  and  1980, 
agricultural  production 
increased  66.7%.  Now,  Brazil  is 
close  to  becoming  the  second 
largest  food  exporter  in  the 
world.  In  addition,  other  key 
exports  include  aircraft,  ships, 
automobiles,  shoes,  textiles, 
household  appliances,  diverse 
technology...  and  other 
products  and  services  to 
markets  throughout  the  world. 
Brazil  needs  a  bank  that  can 
keep  pace  with  such  dynamic 
progress. 

And  Banco  do  Brasil  has  been 
keeping  pace,  ever  since  it 
opened  its  first  foreign  branch 
in  1941.  Today,  70  Banco  do 
Brasil  offices  are  in  business  to 
serve  you  in  virtually  all  of  the 
world's  key  financial  centers. 


In  Brazil  alone,  there  are  more 
than  2,000  Banco  do  Brasil 
branches  to  accommodate  your 
every  business  need.  In  each, 
you  will  find  all  of  the  support 
and  expertise  required  to  help 
create  and  close  business 
dealings  with  your  Brazilian 
counterparts. 

Banco  do  Brasil  is  the  main 
financial  agent  of  the  Brazilian 
nation.  Rely  on  its  experience 
to  show  you  all  that  Brazil  has 
to  offer  in  the  way  of  business 
transactions,  investments,  and 
mutually  profitable  joint 
ventures. 

jgg  BANCO  DO  BRASIL 

\bor  gateway  to  business  in  Brazil 


OVER  2,000  BRANCHES  IN  BRAZIL  •  BRANCHES  AND  OFFICES  IN  ABIDJAN  •  AMSTERDAM  •  ANTOFAGASTA  •  ASUNCION  •  ATLANTA  •  BARCELONA 
BOGOTA  •  BRUSSELS  •  BUENOS  AIRES  •  CAIRO  •  CARACAS  •  CASABLANCA  •  CHICAGO  •  COCHABAMBA  •  COLON  •  CONCEPCION  •  DAKAR  •  DALLAS 
FRANKFURT  •  GENEVA  •  GRAND  CAYMAN  •  HAMBURG  •  HOUSTON  •  LAGOS  •  LA  PAZ  •  LIBREVILLE  •  LIMA  •  LISBON  •  LONDON  •  LOS  ANGELES  •  MACAO 
MADRID  •  MANAMA  •  MENDOZA  •  MEXICO  CITY  •  MIAMI  •  MILAN  •  MONTEVIDEO  •  MONTEVIDEO  (OLD  CITY)  •  NEW  YORK  •  OPORTO  •  PANAMA 
PARIS  •  PARIS  (OPERA)  •  PAYSANDU  •  PUERTO  PRESIDENTE  STROESSNER  •  QUITO  •  RIVERA  •  ROME  •  ROTTERDAM  •  SAN  FRANCISCO  •  SAN  JUAN 
SANTA  CRUZ  DE  LA  SIERRA  •  SANTIAGO  •  SINGAPORE  •  STOCKHOLM  •  SYDNEY  •  TEHRAN  •  TOKYO  •  TORONTO  •  TUNIS  •  VALENCIA  •  VALPARAISO 
VIENNA  •  WASHINGTON  •  ZURICH 


Faces 

Behind  the  Figures 


Japanese  bosses  wisely  left  him  alone. 
He  now  travels  just  once  a  year,  he 
says,  to  Japan,  where  the  parent  shows 
him  new  products,  letting  him  decide 


what  may  be  the  smallest  (1981  rev- 
enues, $6  million)  automaker  in  the 
country,  the  Avanti  Motor  Corp. 
"The  bankers  told  me  I  was  out  of  my 
mind,"  says  Blake,  laughing.  "Cars? 
In  this  economy?" 

Never  mind  that  his  new  company 
may  produce  only  200  cars  a  year, 
Blake  says.  The  important  thing  is 
that  when  he  got  his  hands  on  it  last 
month,  it  had  a  healthy  50-car  order 
backlog.  His  sleek  Avantis — the  body 
of  the  car  is  fiberglass — are  assembled 


Pilot  Pen 's  Ron  Shaw 

No  problems  with  the  Japanese. 


which  pens  to  sell  in  the  U.S.,  what 
sales  strategy  to  set  and  how  to  adver- 
tise the  product. 

"When  my  boss,  Kazuo  Shima,  was 
named  president  of  Pilot  Pen  Corp.  of 
America  in  1976,  he  told  me  to  run 
this  as  an  American  company,"  says 
Shaw.  He  notes  his  ad  budget  is  $3 
million  this  year— $600,000  of  it  for 
TV — and  says  he  will  continue  to 
pitch  Pilot  pens  as  inexpensive,  amus- 
ing and  disposable  items  for  Ameri- 
can tastes.  "It  has  come  to  me 
through  the  grapevine,"  he  says,  "that 
when  my  name  comes  up,  the  guys 
who  own  the  company  say,  'This 
guy's  crazy  and  we  don't  have  the 
slightest  idea  of  what  he's  doing.  But 
it's  working.'  " — Steven  Flax 

On  the  road  again 

You  may  think  that  this  is  a  stupid 
time  to  buy  an  automobile  company, 
but  Stephen  Blake  thinks  otherwise. 
A  former  Washington,  D.C.  real  es- 
tate developer  and  auto  dealer,  Blake 
recently  spent  more  than  $5  million 
($2.5  million  of  it  borrowed)  to  buy 


by  hand  and  sell  for  from  $25,000  to 
$30,000  each  (usually  in  cash)  to  the 
sort  of  car  buffs  who  aren't  slowed  by 
recession.  Sales  have  increased  each 
year  since  1964,  when  the  Avanti 


division  was  saved  from  the  demis« 
of  Studebaker  by  two  South  Bend 
Ind.  auto  dealers.  Blake  even  go| 
some  help  from  the  recession:  Hard! 
hit  Indiana  was  willing  to  guarante« 
$1.9  million  of  a  $2.5  million  equip 
ment  loan  to  the  company,  and  tfy 
city  of  South  Bend  has  agreed  to  usj 
its  name  to  help  Blake  come  up  witl 
a  $3  million  tax-free  loan  for  plan 
improvements. 

With  a  handful  of  consultants  and  . 
lift  from  a  15%  increase  in  sales  thi 
year,  Blake  is  planning  to  modernize 
the  300,000-square-foot  South  Ben< 
plant  (built  in  1890)  where  100  work 
ers  put  together  the  cars  in  teams 
Right  now,  Blake  wants  to  advertis 
(Avanti  never  has  before)  and  improv 
the  car's  suspension,  instrumenta 
tion,  bumpers  and  steering.  He  als 
talks  of  introducing  a  convertible  i] 
the  future.  "We've  done  the  desig 
work  already,"  he  says.  "And  it  look 
gorgeous." 

Blake  thinks  another  20%  sales  in 
crease  is  in  the  cards  in  1983.  Ther 
with  more  productivity  and  a  fe\ 
more  cars  rolling  out  annually,  he  es 
pects  yearly  sales  increases  of  25%- 
without  raising  prices. 

It  has  been  a  long  road  since  Blake, 
collector  of  exotic  cars,  discovered  th 
Avanti  in  the  early  1970s.  In  1976  h 
bought  into  a  Claremont,  N.H.  Fori 
dealership,  but  noticed  that  the  sp« 
cialty  cars  on  the  lot  moved  a  lc 
faster  than  the  Fords.  So,  when  tn 
heirs  to  the  Avanti  founders  consic 
ered  selling,  Blake  was  interested 
"I've  got  to  be  calm,  not  move  ta 
fast,"  he  says.  "But  for  me — for  a  lot  o 
guys — owning  a  car  company  is 
dream." — Robert  Teitelman 


Avantis  Stephen  Blake 

Out  of  his  mind,  say  the  bankers,  but  he  owns  a  dream. 
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In  the  opinion  of  Bond  Counsel,  interest  on  the  Series  A  Bonds  is  exempt  from  Federal  income  taxes  under  existing  statutes  and  court  decisions,  except  that  no  opinion 
is  expressed  as  to  the  exemption  from  such  taxes  of  interest  on  any  Bond  for  any  period  during  which  such  Bond  is  held  by  a  person  who,  within  the  meaning  oj 
Section  103(b)  ( 13)  of  the  Internal  Revenue  Code  of  1954,  as  amended,  is  a  substantial  user  of  facilities  with  respect  to  which  the  proceeds  of  the  Bonds  were 
used  or  a  related  person,  and,  under  existing  New  York  State  law,  is  also  exempt  from  New  York  Stale  and  New  York  City  personal  income  taxes. 

NEW  ISSUE  Ratings: 


Moody's:  Con.  (A) 
Standard  &  Poor's:  Ap 

Term  Bonds  due  2005 
Standard  &  Poor's :  AA A  ( AMBAC I 

$157,390,000 

County  of  Westchester  Industrial 
Development  Agency 

New  York 
Resource  Recovery  Revenue  Bonds 

(Westchester  Resco  Company  Project),  Series  A 

Dated:  October  1, 1982  Due:  January  1,  as  shown  below 

The  Series  A  Bonds  are  being  issued  in  order  to  finance  a  portion  of  the  cost  of  constructing  a  solid  waste  disposal,  resource  recovery  and  electric  generation  facility 
to  be  located  at  Peekskill,  New  York  and  to  be  constructed  by  and  leased  to 

Westchester  Resco  Company,  L.  P. 

(An  Affiliate  of  AWheelabrator-Fryelnc.) 

WheelabratorFrye  Inc.'s  wholly-owned  subsidiary.  WESI  Westchester  Inc..  will  be  the  managing  partner  of  Westchester  Resco  Company.  L.P.  John  Hancock  Mutual  Life 
Insurance  Company  is  an  indirect  limited  partner  of  the  Company. 

Neither  the  State  of  New  York  nor  the  County  of  Westchester  is  or  shall  be  obligated  to  pay  the  principal  of  and  interest  on  the  Series  A  Bonds.  The  Series  A  Bonds  are 
special  obligations  of  the  County  of  Westchester  Industrial  Development  Agency. 

The  Series  A  Bonds  are  issuable  as  coupon  bonds,  in  the  denomination  of  $5,000,  registrable  as  to  principal  alone,  or  as  fully  registered  bonds  without  coupons  in  the 
denomination  of  S5.000  or  any  integral  multiple  thereof.  The  Series  A  Bonds  issued  in  coupon  form  and  the  fully  registered  bonds  are  exchangeable  at  the  option  of  the 
holder  at  the  corporate  trust  office  of  the  Trustee  (Citibank.  N.A.I.  The  Term  Bonds  due  January  1,  2005  are  insured  bv  the  American  Municipal  Bond  Assurance 
Corporation  which  guarantees  the  timely  payment  of  principal  and  interest.  The  Series  A  Bonds  are  redeemable  prior  to  their  maturities  as  more  fully  described  in 
the  Official  Statement. 

832,105,000  Serial  Bonds 

Coupon  Coupon  Coupon 

Amount  Maturity  Rate  Amount  Maturity  Rate  Amount  Maturity  Rate 


$2,830,000        1987        8     %  $3,715,000        1990        8.90%  $4,505,000        1992  9.40% 

3,090,000        1988        8.30  4,085,000        1991        9.10  4,980,000        1993  9.70 

3,385,000        1989        8.60  5,515,000        1994  10 

$45,285,000  10%%  Term  Bonds  due  January  1,  2000 
S80,000,000  10H%  Term  Bonds  due  January  1,  2005 

Price  of  all  Bonds:  100% 

(accrued  interest  to  be  added) 

The  Series  A  Bonds  are  ofjered  when,  as  and  if  issued  by  the  Agency  and  accepted  by  the  Underwriters,  subject  to 
the  approval  of  their  legality  by  Hawkins.  Delafield  &  Wood,  New  York,  New  York,  Bond  Counsel.  Certain  legal 
matters  will  be  passed  upon  for  the  Underwriters  by  Mudge  Rose  Guthrie  &  Alexander,  New  York,  New  York,  and 
for  the  Company  and  Wheelabrator-  Frye  Inc.  by  Debevoise  &  Plimpton,  New  )ork.  New  )ork.  Copies  of  the  Official 
Statement  may  be  obtained  in  any  State  from  such  of  the  undersigned  as  mar  legally  offer  these  Bonds  in  com- 
pliance with  the  securities  laws  of  such  Slate.  It  is  expected  that  the  Series  A  Bonds  in  definitive  form  will  be 
available  for  delivery  in  New  York,  New  York,  on  or  about  October  21 ,  1982.  Bonds  of  particular  maturities  may  or 
may  not  be  available  from  the  undersigned  or  others  at  the  above  price  on  and  after  the  dale  of  this  announcement. 


Lazard  Freres  &  Co. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch.  Pierce.  Penner  &  Smith  Incorporated 


Bear,  Stearns  &  Co.  Goldman,  Sachs  &  Co.  Kidder,  Peabody  &  Co. 

Incorporated 

Shearson/American  Express  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Shields  Barr  Brothers  &  Co.,  Inc.  Blyth  Eastman  Paine  Webber  Alex.  Brown  &  Sons 

Incorporated  Incorporated 

Dillon,  Bead  &  Co.  Inc.  Donaldson,  Luf kin  &  Jenrette  Drexel  Burnham  Lambert  Ehrlich-Bober  &  Co.,  Inc. 

Securities  Corporation  Incorporated 

The  First  Boston  Corporation  Glickenhaus  &  Co.  E.  F.  Hutton  &  Company  Inc.  Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Matthews  &  Wright,  Inc.       John  Nuveen  &  Co.       Befco  Partners       I,.  F.  Bothschild,  Unterberg,  Towbin       Salomon  Brothers  Inc 

Incorporated 

Thomson  McKinnon  Securities  Inc.  Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Beynolds  Inc. 

A.  G.  Becker 

October  1,1982 


Put  A&A's  environmental 
risk  planning  to  the  acid  test. 


Alexander  &  Alexander's  special 
National  Environmental  Action  Team  can 
help  safeguard  your  company's  assets. 
We  view  financial  nsk  through  your  eyes 
Look  beyond  the  treatment,  transportation 
and  storing  of  hazardous  wastes  to  the  en- 
tire spectrum  of  pollution  liabilities  —  from 
generation  to  disposal. 

With  A&A,  you'll  have  access  to 
expert  environmental  scientists  who  do 
detailed  on-site  nsk  assessments.  And  we'll 
integrate  insurance  coverage  with  an 
ongoing  pollution  loss  control  program. 
That's  important  Especially  now,  when 
businesses  must  comply  with  new,  more 
stringent  EPA  regulations  and  protect  them- 
selves against  environmental  liabilities, 
particularly  those  resulting  from  gradual 
and  non-sudden  pollution. 

Only  by  working  from  the  client's 
point  of  view  can  we  be  sure  a  company  gets 
the  most  comprehensive,  cost-efficient  pro- 
grams possible. 

Full  pollution 
liability  coverage 

This  insider's  vantage  point  enables  us 
to  be  in  the  vanguard,  formulating  contracts 
that  go  beyond  hazardous  waste  coverage 
to  full  pollution  liability  protection. 

Because  we  anticipated  such  cover- 
age would  burgeon  in  importance,  our  88 
U  S  offices  have  environmental  insurance 
coordinators  with  ready  access  to  our 
corporate  expertise.  We  maintain  strong 
contacts  in  Washington  to  stay  up-to-the- 
minute  in  this  rapidly  evolving  field.  And 
help  insurers  develop  pollution  coverages  to 
assure  you  of  adequate  capacity  and  com- 
petitive terms. 

We  are  ready  to  look  at  any  business 
—medium  or  large— in  any  industry  and 
help  create  a  total  compliance  program. 

We  think  a  big  reason  A&A  has 
become  one  of  the  largest  and  most  trusted 
insurance  brokers  worldwide  is  that  we 
work  the  same  way  with  every  client. 
From  the  client's  point  of  view.  And  in  our 
business,  that's  the  acid  test. 


Alexander 
^Alexander 

From  the  client's  point  of  view. 


Experts  from  Advanced  Environmental  Technology  Corp  of  Morris  Plains,  New  Jersey, 
cleaning  up  improperly  handled  hazardous  wastes 


The  Forbes/Wilshire  5000  Review 


lolls  stampede  in  all  directions.  Every  major  index  shot 
itopward,  with  the  broad-based  Wilshire  5000  and  the  nar- 

yow  Dow  Jones  industrials  almost  in  sync  during  the 
|(iecond  leg  of  the  1982  bull  market  rally. 
k  Behind  the  scenes,  as  institutional  investors  were  sell- 
ing blue  chip  darlings,  they  were  buying  energy  stocks: 
liomestic  and  international  oils  and  big  oil  service  compa- 
zines like  Schlumberger  on  the  NYSE,  and  everything  from 
l|$il  production  to  oil  exploration  companies  on  the  Amex 
Find  NASDAQ. 

Thus  it's  not  surprising  that  the  Amex  outpaced  the 
jDther  markets  slightly — advancing  10.9%  in  the  latest 


rally.  It  has  more  than  its  share  of  hot,  little  oil-related 
companies. 

Watch  out,  though.  The  institutions  are  going  into  oils 
on  a  trading  basis — that  is,  short  term.  Crude  oil  prices  are 
up,  a  big  auction  of  potential  oil-producing  properties  is 
over,  freeing  funds  for  exploration,  and  exploration  costs 
promise  to  fall  amidst  a  glut  of  rigs  and  pipe.  But  a 
downturn  in  spot  oil  prices  could  end  the  parade. 

The  four-week  market  focus  data,  meanwhile,  show 
speculative  issues  generally  making  slight  gains  over  their 
more  conservative  counterparts.  But  on  a  52-week  basis, 
high  P/E  issues  still  lag  far  behind  low-multiple  stocks. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

9.2 

8.9 

8.3 

9.1 

8.6 

9.6 

in  last  52  weeks 

9.4 

NA 

16.6 

11.0 

2.2 

7.5 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

10.1 

8.2 

10.1 

8.1 

8.6 

9.7 

11.5 

8.8 

8.7 

7.5 

in  last  52  weeks 

14.8 

20.4 

0.6 

25.9 

21.6 

22.6 

18.5 

20.0 

10.9 

9.0 

A:  Not  available, 
lased  on  sales. 

i  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
i  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


 .    ||n[|     mm  ,„|^M„|MMMM,M„|.,.|„—,|M,|„„,M„M,||,|„„M|„|,|„  |M    

ote:  All  data  for  periods  ending  10/15/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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W  here  I  he  Yet  ion  Is 


And  the  worm  tarns.  The  second  leg  of  the  1982  rally  energy  issues,  with  the  sudden  switch  into  oils,  along 

brought  big  changes  in  the  sector  trend  lines.  Utilities,  with  new  life  in  raw  materials  and  capital  goods — areas 

strong  until  recently,  didn't  keep  pace.  Nor  did  financial  that  have"  been  trailing  the  market  until  now. 

companies  and  consumer  nondurables.  Investors,  it  seems,  may  suddenly  be  believing  in  an 

This  burst  of  market  strength  saw  a  strong  uptick  in  economic  recovery  after  all. 


Percent  change  in  last  52  weeks  -^"^  Percent  change  in  last  two  weeks 
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Consumer  durables 

0 

o 

-25 

1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

1 1 1 1 1 1 1 

'81   '  '82 

Finance 

+  25 

-25 

vim 

1  1  1  1  |  1  1  1  1  1  1  1  1  1 

1  1 1  1 1  1  1 1  1 1 1  1 

'81  ' 

'82 

Transportation 


+  25 


II  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 
'81  I  '82 


Consumer  nondurables  and  services 
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Raw  materials 
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Utilities 
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What  I  he  \nalvsts  Think 


Seeing  recovery?  The  analysts  changed  their  opinions,  ago  and  are  now  a  notch  higher.  But  the  pros  are  turnii 
ever  so  slightly,  about  raw  materials  stocks.  Dragging  the  less  bullish,  now,  on  energy,  the  darling  of  institution 
bottom,  these  issues  edged  into  seventh  place  two  weeks    traders  in  the  past  two  weeks. 


The  experts'  consensus 


2.32 

2.40 

Revised 

2.48  \>\ 

S  Vt^V- 

2.72 
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Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  age 

l 

Technology 

2.41 

1 

1 

2 

Utilities 

.  2.53 

2 

3 

3 

Finance 

2.56 

4 

6 

4 

Capital  goods 

2.60 

3 

2 

i 

5 

Consumer  non-durables 

2.79 

5 

7 

6 

Raw  materials 

2.79 

7 

8 

7 

Energy 

2.79 

6 

4 

8 

Transportation 

2.81 

8 

5 

9 

Consumer  durables 

3.05 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  ot  1  (strong  buy)  to  5  (strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groi 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  10/15/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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What  does  Uncle  Sam's  lat- 
st  tax  law  really  mean  for 
vestors? 

How  does  it  affect  tax 
helters,  municipal  and  zero 
oupon  bonds,  all-savers  cer- 
ificates,  dividend  reinvest- 
ent  plans? 
How  does  this  bill  change 
Dension  plans,  Keogh  Plans, 
SEP/IRAs? 

What  is  the  impact  of  tax 
withholding  on  interest  and 
dividends? 

What  does  it  do  to  annui- 
:ies,  universal  life  insurance? 

On  the  bright  side,  what 
ire  the  opportunities  for  maxi- 
nizing  your  after-tax  wealth? 


E.F.  Hutton  helps  you 
answer  these  questions  in  a 
timely  report,  "Tax  News 
from  E.F.  Hutton."  This 
report  clarifies  the  changes 
in  the  tax  law  as  it  affects 
investors.  It  shows  how  the 
law  can  work  for  you — or 
against  you. 

Talk  to  your  E.F.  Hutton 
Account  Executive  about 
how  you  can  take  advantage 
of  the  tax  saving  aspects  of 
the  new  law.  Or  get  our  new 
report.  Call  the  toll-free 
number  below,  24  hours  a 
day,  7  days  a  week,  or  fill  in 
the  coupon. 

800-228-5000 


Talk  to  E.  F.  Hutton.  Face  to  face. 


□  Please  send  me  "Tax 
News  from  E.F.  Hutton." 

□  Please  arrange  for  a 
face-to-face  meeting 
with  an  E.F.  Hutton 
Account  Executive. 


Name 

Address 

City 

State  Zip 

Business  Phone 

Home  Phone 

My  E.F.  Hutton  Account  Number  is: 

□  I  do  not  have  an  E.F.  Hutton  Account. 


itFHutton 

E.P.  Hutton  &  Company  Inc. 
E.F.  Hutton  Information  Center 
P.O.  Box  10318 
Des  Moines,  Iowa  50306 


Member  SIPC 


When  E.  F  Hutton  talks,  people  listen. 


IBM 

makes 
it  big. 


As  you  can  see,  now  you  can  see  more  on  the  IBM 
Displaywriter  than  you've  ever  seen  before.  Specifi- 
cally, its  screen  has  stretched  from  25  to  66  lines  for 
easier  formatting. 

There's  More  to  the  Displaywriter  Than  Meets 
the  Eye.  Our  large  screen  isn't  the  only  big  news 
from  IBM.  Now  the  Displaywriter  has  Automatic 
Footnoting.  And  Automatic  Outlining.  And  a  feature 
called  Spelling  Assist  that  gives  you  a  list  of  likely 
choices  to  replace  a  misspelled  word.  What's  more, 
now  the  Displaywriter  can  run  computer  programs 
using  the  UCSD-p  System.*  Which  means  the  Dis- 
playwriter can  function  as  a  data  processor  as  well  as 
a  text  processor. 

What  Makes  the  IBM  Displaywriter  Number 
One?  The  IBM  Displaywriter  is  the  best-selling 
stand-alone  text  processor.  Some  reasons:  it  lets  you 
type,  file,  format,  edit,  and  do  math  electronically 
fast.  It  also  communicates  with  compatible  IBM  com- 
puters and  office  systems.  And  it's,  well,  it's  IBM. 

What  Price,  Displaywriter?  A  basic  Display- 
writer  model  with  a  25-line  screen  and  a  letter-quality 
printer  now  starts  at  $6,760.  As  more  functions  are 
needed,  they  can  be  added  at  any  time. 

To  arrange  for  a  free  demonstration,  call  your  local 
IBM  Representative  or 


the  toll-free  number 
listed  below. 

And,  once  you've 
actually  looked 
at  the  Displaywriter 
with  its  new  full-page 
screen, you  can  honestly 
say,  "Now  I've  seen 
everything!"  


n 


Call  IBM  Direct  I  800  631-5582  Kxt.  7.  In  Hawaii/Alaska  1  800526-2484  Kxt.  7. 


*UCSD  p  System  is  a  trademark  of  the  University  ol  California 


Streetwalker 


The  Dow  Index  is  up  25%  in  little  over  a 
month.  But  that's  peanuts  compared  with 
what  some  of  the  pros  are  doing. 


What  recession? 


COULD  IT  BE  THAT  MUCH  of  this 
market  rally  is  a  product  of 
Wall  Street's  private  euphoria? 
What  do  we  mean  by  that?  Simply 
this:  While  gloom  is  widespread  in 
American  business,  the  financial 
community  has  been  rolling  in  green 
for  most  of  this  year.  How  come?  Two 
reasons.  One  is  the  unusual  merger 
and  acquisition  activity  with  almost 
unbelievably  fat  fees.  Take  First  Bos- 
ton Corp.  It  raked  in  $14  million  for 
giving  advice  to,  among  others,  Du 


over  is  less  rapid.  Both  require  big 
capital  and  costly  trading  operations 
and  can  yield  substantial  profits.  Es- 
pecially so  when  the  market  is  vola- 
tile. Reason:  In  a  capricious  market 
block  positioners  can  squeeze  bigger 
spreads,  both  from  sellers  anxious  to 
move  out  of  stocks  and  from  buyers 
wanting  to  move  in.  "Volume  isn't 
the  name  of  this  game;  it's  volatility," 
explains  First  Boston's  managing  di- 
rector, Richard  Curvin. 
And  1982  has  been  nothing  if  not 


First  Boston 's  high-tech  trading  room 


Pont  in  its  merger  with  Conoco.  It 
also  accepted  $17  million  for  advising 
Marathon  in  the  U.S.  Steel-Marathon 
merger.  First  Boston's  nine-month 
earnings  came  in  at  $58  million — al- 
most three  times  the  1981  nine- 
month  number. 

But  this  is  small  change  compared 
to  block  trading  and  bond  portfolio 
profits  made  by  some  of  the  big  in- 
vestment houses.  In  block  trading, 
the  investment  house  isn't  just  an 
intermediary;  it  actually  buys  a  big 
block  of  stock  from  one  party  and 
sells  it  to  another  a  few  minutes  later. 
Bond  positioning  is  similar,  but  turn- 
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volatile  in  the  stock  market.  Down 
over  100  points  on  the  Dow  last  win- 
ter; up  100  in  the  spring;  down  again 
100  points  in  summer;  then  up  a  fan- 
tastic 250  points  in  late  summer  and 
early  fall.  Four  sharp  movements  in 
just  nine  months.  The  payoff  among 
stock  and  bond  traders?  Goldman, 
Sachs,  which  ranks  near  the  top  in 
trading,  is  likely  to  show  a  profit  of 
$200  million  this  year  before  taxes;  a 
handsome  return  on  its  $350  million 
in  capital.  The  biggest  winner  of  all 
will  be  Phibro-Salomon  Inc.  Phibro 
bought  Salomon  Brothers  last  year  for 
$250  million  net.  Salomon,  the  big- 


gest block  trader  of  all,  may  earn  $35C 
million  pretax;  that's  a  140%  returr 
on  investment  the  first  year  out.  An) 
wonder  The  Street  is  euphoric,  de 
spite  the  roughest  and  most  persisten 
recession  in  decades? — Richard  L.  Sten 

Scoring  the  pundits 

Not  only  stockbrokers  make  mon 
ey  out  of  volatile  markets.  Tak> 
26-year-old  Mark  Hulbert,  a  native  o 
Kansas  who,  after  taking  a  degree  ii 
politics,  philosophy  and  economics  a 
Oxford  University,  decided  to  go  inti 
the  financial  newsletter  business.  Bu 
the  business  was  so  crowded.  Thei 
why  not  do  a  newsletter  on  newslet 
ters?  A  service  to  tell  people  whic 
newsletters  had  the  best  records  an 
the  worst. 

That  was  in  mid- 1980.  Just  ove 
two  years  later  Hulbert  has  6,000  sub 
scribers  at  $135  a  year  for  the  Ilulbei 
Financial  Digest,  put  out  by  Hulbei 
and  three  assistants.  Hulbert  is  nc 
beloved  of  market-letter  writers,  bu 
that's  more  their  fault  than  his.  Out  c 
31  general  market  letters,  only  tw 
did  really  well  both  in  1981  art 
through  Oct.  1,  1982:  Zweig  Foreca 
and  Professional  Tape  Reader. 

In  early  August  only  11  of  th 
newsletters  that  Hulbert  tract 
thought  the  stock  market  was  hean 
ed  up  over  the  near  term.  The  D 
promptly  shot  up  more  than  2(j 
points.  Says  Hulbert,  all  tact:  "On 
a  few  of  them  have  given  consisten 
ly  good  advice." — Aaron  Bernstein 


Spoilsports 

It's  hard  to  be  bearish  when  the  ma 
ket  has  soared  30%  on  deafenir 
volume.  Yet  skeptics  make  a  chillii 
point:  In  crossing  the  1000  mark,  tl 
Dow  industrials  hit  a  barrier  that  h 
turned  it  back  six  times  in  the  past 
years.  Over  this  period  there  ha' 
been  four  other  massive  rallies  lil 
this  one.  True,  this  one  is  more  cor 
pressed  in  time  and  more  powerful 
volume,  but,  in  general,  it  is  not 
unique  as  the  headline  writers  ai 
Wall  Street  optimists  would  have  yo 
believe.  As  for  the  rally's  comprt 
sion,  there's  this  to  remember:  T 
stock  market  has  been  becomi: 
more  fickle  anyway  in  recent  yea: 
That's  good  news  for  brokers  and  m; 
ketmakers,  but  cause  for  cautu 
among  investors  who  missed  the  ral 
and  feel  tempted  "to  get  on  board  I 
fore  it  is  too  late."  Rallies  of  this  ms 
nitude  tend  to  be  followed,  if  not 
sharp  reactions,  at  least  by  fail 
lengthy  consolidation  periods. 
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Property  loss  prevention  is  the  most  important  contribution 
we  can  engineer  into  the  continuity  of  your  corporate  profits. 


Allendale  Insurance 

World  leader  in  loss  prevention  engineering  for  commercial 
and  industrial  property,  and  member  of  the  Factory  Mutual  System. 

Allendale  Insurance,  Allendale  Park,  Johnston,  RI  02919 


power  plants 
that  generate  learning. 


That's  Singer  technology. 


i ' 


In  today's  energy  environment,  training  power 
plant  operators  is  more  vital  than  ever.  That's  why 
major  utilities  are  turning  to  our  Link  Simulation 
Systems  Division  for  simulators  that  can  duplicate  a 
power  plant's  routine  operations  as  well  as  problem 
situations  —  without  using  fuel  or  creating  hazardous 
conditions.  That's  the  result  of  more  than  a  half- 
century  of  technological  leadership.  This  leadership 
is  now  producing  equipment  that  simulates  every- 
thing from  aircraft  to  chemical  plants,  LNG  tankers 


to  battlefield  tactics. 

Through  expanding  research  and  develop 
in  electronic-based  simulation,  guidance,  a 
cations,  and  specialized  computer  systems, 
is  writing  a  new  chapter  in  its  corporate  his 
Together  with  our  unique  consumer  durable 
bilities  throughout  the  world,  this  technolo 
base  positions  us  in  important  growth  mark 
of  today  and  tomorrow.  The  Singer  Compan 
8  Stamford  Forum,  Stamford,  CT  06904. 


The  Money  Men 


An  old  law  of  investing  says  reduced  risk 
goes  hand  in  hand  with  reduced  return. 
William  Mullen  has  defied  that  law — so  far. 


Risk 
and  reward 


By  William  Baldwin 


It  had  to  happen  sooner  or  later: 
William  Mullen,  the  successful 
options  player  from  Memphis, 
gets  his  comeuppance.  Mullen,  a  re- 
tired utility  worker  turned  Loomis, 
Sayles  &  Co.  investment  counselor, 
writes  call  options  on  $300 
million  worth  of  stock  port- 
folios. His  specialty  is  "in 
the  money"  positions:  He 
will  write  a  call  exercisable 
at  $35,  for  example,  on  a 
stock  trading  at  $37,  expect- 
ing the  stock  to  be  called 
away  a  few  months  later  but 
also  expecting  a  profit  from  a 
quarterly  dividend  plus  the 
option  premium. 

For  years  it  seemed  that 
Mullen  had  found  a  way  to 
flip  only  heads,  with  premi- 
um income  cushioning  de- 
clines in  down  markets  and 
with  dependable  gains  in  flat 
or  moderately  up  markets. 
But  the  raging  bulls  of  the 
last  two  months  have  shown 
Mullen's  26  clients  the  other 
side  of  the  coin.  In  the  quar- 
ter ended  Sept.  30  his  average 

full-management  account,  in   

which  he  picks  which  stocks  to  buy  as 
well  as  which  options  to  sell,  was  up 
only  6.5% — about  half  the  perfor- 
mance of  the  S&P's  500  average. 

Despite  this  performance,  Mullen 
remains  convinced  that  the  odds  are 
on  his  side.  His  first  brush  with  op- 
tions was  buying  a  few  Texas  Instru- 
ments calls  with  his  own  money  in 
1974,  a  year  when  most  calls  expired 
worthless.  "I  found  out  how  easy  it 
was  to  lose  money,"  he  says.  "I  found 


out  that  pension  funds  were  selling  to 
fools  like  me."  The  next  year,  as  sec- 
retary-treasurer of  the  Memphis 
Light,  Gas  &  Water  division  (Forbes, 
Feb.  15,  1976),  he  decided  to  put  the 
utility's  retirement  system  on  the 
house  side  of  the  bet.  "This  nation  is 
built  on  a  gambling  instinct.  As  long 


Option  manager  William  Mullen  of  Loomis,  Sayles  & 
"Pension  funds  were  selling  to  fools  like  me." 


as  you  have  that,  you're  going  to  make 
money  selling  options." 

That  much  the  51 -year-old  Mullen 
is  certainly  doing.  Five  years  ago  he 
left  his  municipal  job  to  open  the 
Memphis  office  of  Loomis,  Sayles, 
taking  with  him  a  $35  million  Mem- 
phis Light  options  account.  He  gets 
better  pay  now:  He  and  the  three  pro- 
fessionals who  work  for  him  split  a 
25%  share  of  the  fees  they  generate, 
which  range  upward  from  Vn%  a  year. 


Mullen  has  some  downside  protec; 
tion,  too,  since  he  stayed  25  years  ij 
his  first  career  and  so  qualified  for 
monthly  retirement  check  from  th| 
fund  he  helps  manage. 

How  about  his  clients?  Memphj 
Light's  7'/2-year  record  under  Muller 
including  that  disappointing  thirj 
quarter,  is  a  compound  annual  retur 
of  just  over  12%,  two  points  ahead  c 
the  S&P's. 

This  performance  defies  one  of  t 
cardinal  rules  of  investing,  which  say 
You  can  eat  well  or  sleep  well,  but  n 
both.  Mullen's  strategy — emphasizin 
in-the-money  options  that  are  vei) 
likely  to  be  exercised — does  reduce  th 
volatility  of  his  portfolio,  which  is  t 
say  it  lowers  the  risk.  So  how  can 
also  produce  a  greater  reward? 

Mullen  thinks  he  will  more  tha 
make  up  in  the  bear  years  what  h 
misses  in  the  bull  ones.  That  woul 
make  him  an  exception  to  some  fairl 
firm  statistical  laws — but  then  he's  a 
exception  to  lots  of  rules.  Mullen,  fc 
example,  spent  the  first  ten  years 
his  career  climbing  utility  poles,  bt 
gan  college  at  age  30,  earned  two  d» 
grees  and  a  CPA  certificate  at  nigh 
has  lived  almost  all  his  life  in  or  nej 
Memphis,  and  has  longish  red  hail 
But,  as  you  wonder  when  t 
mentions  that  his  gray  Cadi 
lac  was  won  on  a  single  raff: 
ticket,  maybe  he's  just 
lucky  fellow. 

Consider  these  commen 
from  Robert  Merton,  an  MI 
professor  and  options  expei 
"If  I  do  covered  call  writin, 
most  of  the  time  I'm  going  I 
come  out  ahead.  But  evei 
once  in  a  while  the  mark' 
really  takes  off  and  I  mi 
out."  A  few  good  years,  the: 
don't  prove  an  options  strat 
gy.  And  those  takeoffs  mal 
all  the  difference  in  the  en 
"Imagine  you  start  with 
stock  at  50  and  you  write  £ 
option  for  5  points.  Tl 
stock  goes  to  30.  You're  be 
ter  off  than  if  you  just  he 
the  stock.  Now  you  write  a 
other  option  at  an  exerci 
price  of  30  and  take  in  a 
other  3  points.  The  stock  goes  back 
50.  You  have  lost  12  points.  If  you  h; 
only  held  the  stock  you  would  1 
even." 

Mullen  doesn't  get  whipsawed  lil 
that  too  often,  perhaps  because  he 
picky  about  what  stocks  he  will  ue 
He  won't  touch  anything  he  wou 
mind  getting  stuck  with,  which 
what  happens  if  the  stock  ends  i 
below  the  strike  price  of  the  call,  r 
doesn't  write  "naked,"  or  uncover* 
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Is,  and  he's  also  picky  about  trans- 
tion  costs.  Mullen  allows  brokers  a 
:|tal  commission  of  14V2  cents  a 
are  for  buying  the  stock,  simulta- 
jously  selling  the  call  and  later  let- 
ng  the  call  be  exercised.  That  keeps 
mmissions  down  to  1%  of  assets 
nually,  about  a  tenth  what  a  small 
s^estor  would  pay  a  full-rate  broker, 
id  individuals  pay  hidden  costs  be- 
,use  they  buy  at  the  asked  price  and 
II  at  the  bid  price  whenever  there's  a 
read.  Mullen  works  on  the  bid  side 
both  legs  of  the  transaction. 
One  recent  Friday,  for  example, 
jullen  told  a  trader  at  Paine,  Webber 
buy  10,000  shares  of  E.F.  Hutton  at 
let  cost  of  $32  each.  Mullen's  stock- 
ote   terminal   was   showing  the 
ares  bid  at  $36.38  and  the  January 
5  options  at  $4.38.  That  meant  the 
der  would  have  to  get  a  better  price 
•  the  option  or  buy  the  stock  slight- 


ly lower  in  order  to  earn  any  commis- 
sion at  all.  If  the  trade  worked  and  if 
Hutton  were  trading  in  mid-January 
above  $35,  Mullen  would  make  $3  on 
the  deal  plus  a  20-cent  dividend,  for  a 
39%  annual  return.  It's  too  much  to 
ask  this  time,  though,  since  the  mar- 
ket is  up  21  points  and  Hutton  stock 
gets  too  expensive. 

If  Mullen  is  right  that  call  options 
are  more  often  than  not  overpriced,  he 
will  probably  continue  to  beat  the 
averages.  But  he  isn't  the  only  man- 
ager trying  to  sell  option  systems  to 
pension  plans.  Others — most  notably 
R.L.  Hunt  of  Travelers  Corp. — think 
calls  are  underpriced.  Hunt  says  in- 
vestors can,  by  purchasing  a  mixture 
of  10%  calls  and  90%  T  bills,  match 
the  averages  over  a  long  period  with 
reduced  volatility. 

Obviously  Hunt  and  Mullen  can't 
both  be  right.  It's  quite  possible  that 


they  are  both  wrong,  and  that  options 
are  on  average  fairly  priced.  In  that 
case,  says  Professor  Merton,  options 
would  still  be  valuable  tools  for  alter- 
ing traditional  patterns  of  risk  and 
reward,  although  they  would  cease  to 
be  seen  as  vehicles  for  getting  some- 
thing for  nothing.  Covered  calls  have 
a  pattern  of  returns  similar  to  that  for 
junk  bonds,  surprising  as  that  sounds. 
So  call  writing,  Merton  says,  might  be 
useful  to  an  institution  for  which 
such  bonds  are  taboo. 

But  even  theorists  like  Merton  al- 
low exceptions  for  managers  who 
have  a  knack  for  knowing  which  par- 
ticular stocks  or  options  are  over-  or 
underpriced.  Can  Mullen  repeat  his 
performance  over  the  next  20  years? 
We'll  check  back  in  2002  when,  if 
history  repeats  itself,  he  will  just  be 
retiring  from  Loomis  and  embarking 
on  some  other  career.  ■ 


- 


Which  insurance  broker  can  often  find 
low-cost  solutions  to  big-cost  problems? 


Rollins  Burdick  Hunter. 


RpLLINS  BURPICK, 
HUNJEK 

Taking  Risk  Out  Of  Risk  Management 
Worldwide 


*BES,  NOVEMBER  8,  1982 


257 


WHERE  TIME  STANDS  STIl| 


on  the  west  coast  it  would  make 
sense  to  invest  in  a  condo." 


"If  she' 

could  fly  down  to  Mexico 
for  a  long  weekend." 


Publisher  of  the  magazines  that  dominate  the  sky.  On  board  Eastern.  United.  Con 


\ID  THE  MIND  TRAVELS 


y 

ot  in 
York." 


©Eastman  Kodak  Company,  1982 


"Yes,  he's  kind  of  a  jack-of -all-trades. 
What  gets  me  is  that  he's  master  of  them  all." 


Precious  few  of  us  do  everything  we 
and  it's  a  pretty  rare  trait  among  copiers,  too.  II 
fact,  the  only  ones  we  know  of  that  can  dl 
every  joP  from  the  smallest  to  the  largest  wit 
top  efficiency  are  called  Kodak  Ektaprir 
copiers. 

The  right  Kodak  copiers  in  the  righ 
places  can  mean  more  productivity  for  yo 
And  we  offer  advanced  computer  analyses  t 
help  you  choose  the  right  mix,  with  the  righ 
pricing  plans.  There  are  a  lot  of  copier  comr. 
nations  to  choose  from,  with  even  more  on  th 
way! 

May  we  demonstrate? 


Write:  Eastman  Kodak  Company 
CD2491,  Rochester,  N.Y.  14650. 


The  right  Kodak  copiers  in  the  right  places.  That's  versatil 


lome  lucky  mutual  fund  managers 
taught  the  August  rally,  while  others 
\ashed  out  before  October's  second  stage 


Third-quarter 
quirks 


By  Barbara  Rudolph 


he  August  rally  came  quickly, 
nd  most  mutual  fund  managers  tried 
d  jump  on  board — with  varying  de- 
rees  of  speed  and  grace.  "Just  about 


everything  moved  up.  It  was  one  of 
those  tides  that  all  boats  rise  on,"  says 
Mike  Lipper,  whose  firm,  Lipper  Ana- 
lytical Services,  tracks  the  perfor- 
mance of  mutuals. 

The  rally,  however,  seems  to  have 


These  funds  caught  the  rally 


Here  are  the  top  performers  among 
equity  funds  with  assets  exceeding 
$90  million.  Some,  like  Mathers 


Fund,  were  still  saddled  with  a  dis- 
mal nine-month  record.  They 
called  the  market,  but  far  too  soon. 


Assets* 

Third-quarter 

Jan-Sept 

Five-year 

Company 

(million) 

gain 

gain 

average  gain 

Delaware 

$219.6 

19.31% 

21.42% 

24.31% 

Mathers 

159.5 

19.12 

0.28 

28.59 

IDS  Progressive 

94.7 

16.81 

33.06 

22.66 

Seligman  Common  Stock 

292.2 

16.77 

9.17 

1 7.66 

Scudder  Special 

94.7 

16.75 

6.49 

23.85 

Putnam  Investors 

641.7 

15.73 

7.62 

19.91 

IDS  New  Dimensions 

204.2 

15.61 

9.87 

32.57 

American  General  Comstock 

153.4 

15.58 

16.62 

39.19 

Mass  Financial  Development 

122.8 

15.44 

5.44 

22.79 

American  General  Pace 

129.7 

15.36 

18.16 

61.46 

*As  of  June  30,  1982. 


Source.  Upper  Analytical  Services 


These  funds  lagged  behind 


Even  the  poorest  performers  ended 
the  quarter  with  gains.  That's  be- 
cause the  market  surge  carried  al- 


most everyone  along — except  for 
some  funds  that  were  top-heavy 
with  energy  stocks. 


Assets* 

Third-quarter 

Jan-Sept 

Five-year 

Company 

(million) 

gain 

gain 

average  gain 

American  Investors 

$119.8 

-2.45% 

-34.40% 

10.00% 

Hamilton 

196.3 

1.18 

-6.34 

6.65 

44  Wall  Street 

98.1 

4.09 

-18.39 

22.13 

American  Birthright  Trust 

114.3 

4.36 

-3.10 

12.81 

Dreyfus  Number  Nine 

115.7 

5.34 

-13.09 

23.28 

Acorn 

101.6 

5.39 

-2.45 

24.16 

Oppenheimer  AIM 

175.8 

5.54 

-9.74 

26.41 

Security  Investment  Fund 

96.7 

5.77 

1.43 

15.16 

Mutual  Shares  Corp 

130.0 

6.21 

-0.06 

26.09 

Istel 

94.8 

6.23 

-11.02 

15.00 

*As  of  June  30.  1982. 


Source:  Lipper  Analytical  Serrices 


surprised  the  industry.  The  typical  eq- 
uity fund  went  into  August  with  about 
20%  of  its  assets  in  cash  or  bonds.  And 
at  some  funds  like  the  Growth  Fund  of 
America  and  Janus  that  figure  ap- 
proached 50%.  A  year  earlier  the 
equivalent  number  averaged  10%. 
Sadly,  even  those  few  managers  who 
anticipated  the  market  move  showed 
no  great  sense  of  timing. 

Mathers  Fund,  for  example,  was 
dead  right — but  far  too  early — in  call- 
ing the  turn.  One  of  the  top  third- 
quarter  performers,  it  was  over  90% 
invested  throughout  the  year,  which 
meant  first-half  net  asset  value  was 
down  16%.  "I  can't  say  we  called  the 
market,"  says  the  fund's  Secretary 
Henry  Van  der  Eb,  "but  on  the  other 
hand,  we  didn't  capitulate  at  the  bot- 
tom either." 

The  market  surge,  however,  was  so 
powerful  that  even  the  worst  perform- 
ers ended  the  quarter  with  perfor- 
mance gains.  Among  those  equity 
funds  with  assets  over  $90  million, 
the  ten  worst  performers'  gains  aver- 
aged 4.2%.  That's  well  below  the  eq- 
uity fund  average  of  10.5%,  but  still  a 
welcome  improvement  over  their 
first  half  of  the  year. 

Some  of  the  big  losers  for  the  quar- 
ter were  those  funds  that  were  top- 
heavy  with  energy  stocks.  Istel  Fund, 
for  example,  suffered  because  of  its 
29%  position  in  Schlumberger — the 
fund  is  down  1 1  %  for  the  year  so  far. 
American  Investors  was  also  hurt  by 
its  energy  position.  It  was  the  worst 
large  performer  for  the  quarter, 
though  historically  it  has  done  well  in 
bull  markets. 

The  real  question,  of  course,  is:  Did 
the  third-quarter  winners  get  out  of 
the  market  just  in  time  to  miss  the 
October  rush?  Mathers  Fund  may 
have  bungled  the  timing  here,  too. 
Van  der  Eb  sold  off  his  volatile  stocks 
toward  the  end  of  September  and  the 
fund  now  has  a  20%  cash  position.  He 
made  that  decision  soon  after  he  not- 
ed that  many  of  the  big  cap  stocks, 
such  as  IBM  and  Kodak,  were  trading 
with  market  values  exceeding  their 
total  revenues.  "That's  one  of  our  red 
flags,"  he  says. 

Other  funds,  such  as  IDS  Progres- 
sive, began  selling  in  the  second  week 
in  October,  fames  Marquez  of  IDS  is 
looking  to  build  a  30%  to  40%  cash 
position  by  year-end  if  the  market 
goes  a  bit  higher.  But  he  is  probably  an 
exception.  "There's  still  a  neurotic 
fear  of  missing  the  game,"  explains 
Lipper,  who  figures  no  big  fund  has 
pulled  out  of  the  market  in  a  major 
way.  That  means  some  third-quarter 
laggards  could  be  fourth-quarter  he- 
roes— if  this  bull  market  continues.  ■ 
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This  announcement 


is 


neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


1,500,000  Shares 


NIKE,  Inc. 


Class  B  Common  Stock 


Price  $48,625  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  Underwriters  as  may  lawfully  offer  the  securities  in  such  State 


Lehman  Brothers  Kuhn  Loeb  Kidder,  Peabody  &Co. 

Incorporated  Incorporated 

Bache  Halsey  Stuart  Shields  Bear,  Stearns  &  Co.  Blyth  Eastman  Paine  Webber  Dillon,  Read  &  Co.  Inc. 

Incorporated  Incorporated 

Donaldson,  Lufkin  8s  Jenrette  Drexel  Burnham  Lambert  Goldman,  Sachs  &,  Co.  Lazard  Freres  &  Co. 

Securities  Corporation  Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin  Salomon  Brothers  Inc  Shearson/American  Express  Inc. 

Warburg  Paribas  Becker  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

A  G  Becker 

Alex.  Brown  &  Sons  A.  G.  Edwards  &  Sons,  Inc.                           Thomson  McKinnon  Securities  Inc. 

ABD  Securities  Corporation  Advest,  Inc.                Arnhold  and  S.  Bleichroeder,  Inc.                Atlantic  Capital 

Basle  Securities  Corporation  J.  C.  Bradford  &  Co.           Daiwa  Securities  America  Inc.           F.  Eberstadt  &  Co.,  Inc. 

Incorporated 

EuroPartners  Securities  Corporation  Robert  Fleming  Hambrecht  &  Quist  Kleinwort,  Benson 

Incorporated  Incorporated 

Ladenburg,  Thalmann  &  Co.  Inc.  Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc.             The  Nikko  Securities  Co. 

Nomura  Securities  International,  Inc.  Rothschild  Inc.                          Tucker,  Anthony  &  R.  L.  Day,  Inc. 

Wood  Gundy  Incorporated  Yamaichi  International  (America),  Inc. 

Bateman  Eichler,  Hill  Richards  William  Blair  &  Company            Blunt  Ellis  &  Loewi            Boettcher  &  Company 

Incorporated  Incorporated 

Cowen  &  Co.  Crowell,  Weedon  &  Co.  Dain  Bosworth  Eppler,  Guerin  &  Turner,  Inc. 

First  of  Michigan  Corporation  Interstate  Securities  Corporation  Janney  Montgomery  Scott  Inc. 

Legg  Mason  Wood  Walker  McDonald  &  Company  The  Ohio  Company  Piper,  Jaffray  &  Hopwood 

Incorporated  Incorporated 

Prescott,  Ball  &  Turben  Robertson,  Colman,  Stephens  &  Woodman  Rotan  Mosle  Inc.  Scherck,  Stein  &  Franc,  Inc. 
Stephens  Inc.    Sutro  &  Co.    Underwood,  Neuhaus  &  Co.    Wheat,  First  Securities,  Inc.    Sanford  C.  Bernstein  &  Co.,  Inc. 

Incorporated  Incorporated 

R.  G.  Dickinson  &  Co.  Gruntal  &  Co.  Herzfeld  &  Stern  .  Howard.  Weil,  Labouisse,  Friedrichs 

Incorporated 

Investment  Corporation  of  Virginia     Johnson,  Lane,  Space,  Smith  &  Co.,  Inc.     Johnston,  Lemon  8t  Co.     Josephthal  &  Co. 

Incorporated  Incorporated 

Laidlaw  Adams  &  Peck  Inc.  Cyrus  J.  Lawrence  Neuberger  &  Berman  Parker/Hunter 

Incorporated  Incorporated 

Anderson  &  Strudwick  Black  &  Company,  Inc.  Burgess  &  Leith  Cable,  Howse  &  Ragen 

Incorporated  Incorporated 

Charter  Investment  Group,  Inc.  First  Southwest  Company  Furman  Selz  Mager  Dietz  &  Birney 

Incorporated 

Jesup  &  Lamont  Securities  Co.,  Inc.  Moore  &  Schley  Capital  Corporation  New  Japan  Securities  International  Inc. 

Newhard,  Cook  &  Co.  Nippon  Kangyo  Kakumaru  International,  Inc. 

In  corpora  led 

Sanyo  Securities  America  Inc.  William  K.  Woodruff  &  Company,  Incorporated 

October  15,  1982 


Capital  Markets 


MONEY  &  INVESTMENTS 


You  cant  have  it  both  ways.  If  you  want 
long-term  protection  against  early  call, 
you  11  have  to  pay  for  it  in  current  yield. 

LOCK  IN 
THAT  YIELD 


By  Ben  Weberman 


M'  Jd 


T/ 


1  Ds  4 


alnterest  rates  have  fallen  so  far  from 
Bthe  August  peaks  that  there  can 
^scarcely  be  an  issuer  of  long-term 
jitaxable  and  tax-free  bonds  who  isn't 
dthinking  about  calling  in  his  higher- 
flcost  debt  for  redemption  before  ma- 
turity. For  that  reason,  it  is  impera- 
tive that  holders  of  such  issues  be 
[familiar  with  their  call  provisions. 

Most  U.S.  Treasury  debt  is  not 
Icallable.  In  theory,  at  least,  the 
^Treasury  has  the  right  to  redeem 
lisome  longer-maturity  U.S.  issues 
five  years  before  their  final  due 
dates.  But  in  fact  it's  not  likely. 

But  look  closely  at  corporate 
"bonds.  Generally,  these  have  cov- 
enants prohibiting  redemption  only 
for  the  first  five  or  ten  years,  par- 
ticularly when  the  funds  used  for 
refunding  would  come  from  the  sale 
jf  issues  carrying  lower  interest 
rates.  In  other  words,  even  though 
they  mature  in  25  or  30  years,  most 
:orporate  debt  can  be  paid  off  after  5 
3r  10  years. 

Given  the  sharp  decline  in  inter- 
est rates,  the  Pacific  Gas  &  Electric 
l6lAs  of  2014,  which  came  to  mar- 
ket April  1981,  look  especially  at- 
tractive right  now.  Selling  at  109, 
they  carry  a  current  return  of  15%. 
How  wonderful  it  would  be  to  get 
sack  15  cents  on  every  dollar  of  cost 
for  the  next  32  years.  But  here's  the 
hitch:  The  issue  is  callable  starting 


'icii  Weberman  is  economics  editor  of 
okbes  magazine 


Nov.  30,  1985  at  a  price  of  $113.69. 
So  if  interest  rates  continue  to  drop, 
that  32-year  investment  could  turn 
out  to  be  a  3-year  investment. 

Still  this  high-coupon  A-rated 
bond  has  its  uses — namely,  as  an 
intermediate-term  investment  carry- 
ing high  yield.  The  yield  is  about 
4%  greater  than  on  U.S.  Treasury 
notes  due  in  1985.  Moreover,  if  the 
bond  is  not  redeemed  before  final 
maturity,  an  investor  would  contin- 
ue to  receive  a  juicy  16.25%. 

But  if  you  are  determined  to  pin 
down  today's  rates  for  the  next  20  to 
30  years,  then  you  will  have  to  accept 
a  somewhat  lower  yield  now  in  ex- 
change for  insurance  against  early 
call.  This  can  be  done  through  pur- 
chase of  an  older  issue,  one  that  came 
to  market  bearing  coupons  substan- 
tially lower  than  those  now  prevail- 
ing. These  are  termed  discount  cou- 
pon bonds  and  generally  sell  substan- 
tially below  the  face  amount. 

Take  the  Pacific  Gas  &  Electric 
8 'As  of  2009.  These  came  to  market 
in  1977,  when  8.5%  was  the  prevail- 
ing rate  of  return.  Today,  a  $10,000 
bond  in  that  issue  trades  around 
$6,800.  That  gives  it  a  current  re- 
turn of  12.5%  and  a  yield  to  maturi- 
ty (including  appreciation  from 
$6,800  to  $10,000)  of  12.85%. 

In  return  for  that  sacrifice  of  2% 
to  3%  of  current  yield,  the  investor 
picks  up  a  security  that  would  not 
be  refunded  until  interest  rates  are 
well  below  the  8.5%  coupon.  And  if 
the  bonds  are  called  over  the  next 
few  years,  they  would  be  redeemed 
at  a  price  of  107  or  so,  bringing  a 
gain  of  37  points  over  today's  cost. 

The  same  tradeoff  applies  to  tax- 
frees.  Most  issues  have  provisions 
permitting  the  issuer  to  refund  the 
bonds  prior  to  maturity  if  interest 
rates  drop.  Investors  are  protected 
against  such  redemption  for  the 
first  five  to  ten  years.  After  that,  the 


bonds  are  callable. 

If  you  are  considering  a  tradeoff  in 
taxables,  avoid  bonds  that  carry  an 
"original  issue  discount."  The  rea- 
son is  that  as  the  OIDs  rise  from 
issue  price  to  par  at  maturity,  the 
annual  gain  is  subject  to  income  tax 
each  year — even  though  no  cash  is 
received. 

A  few  mutual  funds  offer  an  in- 
vestor an  opportunity  to  buy  into  a 
portfolio  of  discount-priced  bonds. 
Among  these  are  Keystone  Dis- 
count Bond  Fund  B-4  and  Merrill 
Lynch  Equi-Bond  I  Fund. 

Both  funds  seek  total  return  rath- 
er than  just  yield.  Discount  bond 
prices  move  faster  than  current  cou- 
pon bond  prices  when  interest  rates 
are  changing.  The  Keystone  B-4,  for 
example,  had  a  total  return  of  106% 
in  the  past  ten  years  when  the  Salo- 
mon Brothers'  high-grade  bond  in- 
dex was  expanding  only  34%  and 
Dow  Jones  industrial  stocks  had  a 
total  return  of  62%.  For  1981,  Key- 
stone's total  return  was  10.3% 
against  a  decline  of  1%  for  the  Salo- 
mon bond  index  and  3.8%  for  DJI. 
Charles  Morgan,  a  Keystone  portfo- 
lio manager,  says  that  he  has  been 
swapping  out  of  higher-coupon 
bonds,  and  taking  profit,  and  buying 
lower-coupon  issues.  At  $8.27  a 
share,  the  current  yield  is  11.12%. 

The  Merrill  Lynch  Equi-Bond 
fund,  like  Keystone,  is  a  load  fund. 
Merrill's  up-front  charge  is  4%, 
while  Keystone  starts  out  with  an 
8.5%  charge.  Its  portfolio  is  selected 
to  minimize  loss  of  principal.  It 
does  this  by  investing  in  discount 
bonds  and  a  portfolio  of  common 
stock  designed  to  match  the  perfor- 
mance of  the  S&P's  500  index. 

The  Salomon  Brothers'  computa- 
tion of  total  rate  of  return — interest 
plus  appreciation — shows  that  the 
bond  market  posted  enormous  gains 
in  September,  the  third  consecutive 
month  of  improvement.  The 
monthly  gains  ranged  from  a  low  of 
3.8%  (not  annualized)  on  medium- 
term  Treasury  notes  to  a  high  of 
7.05%  on  long-term  Treasuries. 
Corporate  bonds  returned  about  6% 
over  the  month.  During  the  last  12 
months,  the  total  return  on  bonds  as 
a  whole  was  in  the  30%-to-45% 
range.  That's  why  it  is  so  necessary 
to  take  advantage  of  today's  yields. 
They  are  considerably  lower  than 
the  year-ago  peaks,  but  the  betting 
here  is  that  they  will  go  lower  still.  ■ 


RBES,  NOVEMBER  8,  1982 


263 


Psychology  &  Investing 


RECRUIT  THE  NATION'S 
TOP  ENGINEERING  & 
MANAGEMENT  GRADUATES 
BEFORE 
THEY  ENTER  COLLEGE. 

Become  a  sponsor  in  the 
GMI  Engineering  &  Management 
Institute  cooperative  education 
program. 


Beyond  recruitment,  GMI  also 
provides  your  company  with  a 
vital  resource  for  continuing 
education  programs,  consulting, 
faculty  research,  and 
fully-equipped  instructional 
services. 

For  more  information,  call  (313) 

762-7876  Or  write: 

GMI  Engineering  &  Management 

Institute 

Sponsorship  Program,  Dept.  FB-11 
1700  W.  Third  Ave. 
Flint.  Ml  48502-2276 


Acorn 
Fund 


460% 


TOTAL  RETURN  SINCE  1970* 

Write  for  free  prospectus  for  more  complete  informa- 
tion, including  management  charges  and  expenses. 
Read  it  carefully  before  you  invest  or  send  money. 


Name- 


Address 


_Zip. 


THE  ACORN  FUND,  INC. 
120  S.  LaSalle  St. 
Chicago,  IL  60603 
(312)  621-0630 

F-11-82 


*  Acorn's  total  return  from  initial  public  offering 
6/10/70  through  9/30/82,  including  reinvestment 
of  all  dividends  and  capital  gain  distributions.  This 
figure  updates  information  on  page  4  of  the  Fund's 
prospectus.  It  is  not  necessarily  indicative  of  future 
results. 


Why  a  lot  of  investors  are  kicking  them 
selves — even  .though  they  made  ou 
handsomely  during  this  historic  rally. 

TRAPPED 
IN  CASH! 


By  Srully  Blotnick 


ml 


For  most  of  the  investors  I  monitor, 
the  explosive  rally  of  the  last  few 
months  has  caused  more  anguish 
than  glee.  With  few  exceptions, 
these  investors  repeatedly  described 
their  plight  in  simple  terms:  "The 
train  pulled  out  of  the  station  with- 
out me";  "Left  at  the  altar";  "I 
missed  the  chance  of  a  lifetime"; 
and  "How  do  you  jump  aboard  a 
rocket  ship  that's  already  been 
launched?"  With  stock  prices  soar- 
ing and  instant  fortunes  being  made 
before  their  very  eyes,  these  people 
felt  they  had  missed  out  on  some- 
thing monumental.  They  alone. 
"There  won't  ever  be  another  op- 
portunity like  this  one,"  was  a  com- 
mon refrain.  Another  was:  "The 
question  used  to  be,  'Where  were 
you  when  the  lights  went  out?' 
From  now  on,  the  big  question  will 
be,  'Where  were  you  during  the  rally 
of  '82?'  " 

Even  when  they  discussed  the 
matter  with  friends  and  fellow  in- 
vestors and  came  to  realize  that  an 
enormous  number  of  others  had 
also  missed  out,  their  uneasiness 
persisted.  The  knowledge  that  mil- 
lions like  them  remained  similarly 
inert  brought  little  consolation. 

Over  and  over  again,  these  anx- 
ious and  crestfallen  individuals  em- 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


phasized  one  word:  cash.  Why  w 
it  the  main  problem?  Because  th 
hadn't  done  anything  with  it.  A 
by  the  time  they  decided  to  get  in 
gear  and  spend  it,  the  best  time 
do  so  had  passed.  As  the  majori 
put  it:  "I've  been  trapped — trapp 
in  cash!"  Said  a  wealthy  Washir 
ton,  D.C.  lawyer:  "I've  been  lyi 
awake  nights  trying  to  figure  a 
how  I  could  have  cornered  mysi 
this  way." 

You  may  have  concluded  that  t 
investors  we  are  discussing  were  e 
tirely  out  of  the  market  when  t: 
mid- August  gun  went  off.  Quite  t 
reverse  was  the  case.  Of  306  inv« 
tors  I  have  surveyed  (median  liqt 
assets:  $291,000),  only  27— a  me 
9% — were  out  of  the  market  enti: 
ly  at  the  time.  The  remaining  2 
not  only  had  stocks  in  their  port: 
lios,  they  had  substantial  holdin 
of  them.  How  substantial?  The  p> 
centage  is  a  shock:  A  median  68% 
their  liquid  assets  was  in  comm 
shares,  primarily  in  blue-chip  issu 
such  as  Kodak,  GE  and  IBM. 

Since  these  were  the  shares  th 
led  the  rally,  one  would  think  t 
investors  in  this  group  would 
overjoyed.  How  could  they  ha 
overlooked  or  so  quickly  forgott 
that  Kodak  went  up  seven  points 
one  day,  previously  an  entire  yeai 
price  action? 

Nevertheless,  the  32%  of  th 
liquid  assets  that  was  earning  a  c 
creasing,  fixed  rate  of  inten 
caught  and  held  their  attention 
more  than  the  68%  that  was  : 
creasing  in  value  at  a  remarkal 
rate.  Calling  these  people  gree 
misses  the  point.  More  importai 
they  are  very  demanding  of  the; 
selves  and  expect  maximum  perfi 
mance — in  this  case  financial- 
result  from  their  own  best  effor 
Since  the  cash  equivalents  they  h 
on  hand  were  clearly  failing  to  ke 
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with  the  pacesetting  Dow,  they 
istised  themselves  unmercifully, 
mirable  in  some  ways,  I  suppose, 
very  twisted.  Their  expecta- 
ns  of  themselves  are  so  high,  they 
jse  to  feel  any  satisfaction  at 
at  they  have  achieved,  noticing 
tead  only  what  they  haven't. 
iy  bother  to  invest,  then,  since  no 
1 1  have  ever  studied  has  a  perfect 
ord?  Trapped  in  cash  indeed. 
There's  some  dangerously  distort- 
economic  thinking  involved 
e,  as  well.  It  was  appropriate  to 
nk  of  cash  as  "bad"  during  the 
i'enties,  when  high  inflation  rates 
,  're  melting  it  like  ice  cubes  in  a 
:  oven.  In  those  days  even  Mickey 
iuse  ashtrays  were  a  better  hold- 
than  cash.  No  more.  Yet  the  old 
ntality  remains  in  force  far  more 
Dngly  than  is  commonly  recog- 
ed,  and  it  helped  fuel  this  rally, 
vsk  yourself  an  important  ques- 
%  When  interest  rates  plunged  in 
spring  of  1980,  why  didn't  the 
irket  rocket  upward  in  a  similar 
lion?  Then  and  now,  the  market 
e  200-plus  points,  but  it  did  so  in 
>  than  two  months  this  time  in- 
id  of  seven.  Why  the  difference 
ntensity?  The  answer  is  that  m- 
tors  at  the  time  were  fleeing 
n  cash  to  collectibles,  precious 
tals  and  real  estate.  Money  was 
rig  sprayed  in  a  wide  variety  of 
xtions. 

'his  time  around,  none  of  those 
:rnative  investment  areas  was 
isidered  appealing.  Only  one  es- 
e  route  existed:  securities.  Nev- 
leless,  the  stick  (the  flight  from 
h)  has  been  as  important  a  pro- 
;  Jsive  force  as  the  carrot  (soaring 
'  ;k  and  bond  prices)  in  motivat- 
investors  to  act  quickly.  All  the 
apees  wound  up  on  one  road, 
rokers  loved  it.  Getting  a  buy 
er  was  easy:  "What,  you're  still 
ing  with  cash7."  Customers  were 
vulnerable  to  the  pitch,  any  re- 
ining doubts  they  had  vanished 
:antly.  Selling  pressure  was  con- 
:uously  absent,  causing  the  rally 
iccelerate  its  upward  climb, 
/hether  cash  has  become  worth- 
;  remains  to  be  seen.  Many  of  us 
en't  forgotten  what  happened  to 

32%    advance    the  market 
Iked  up  by  late  fall  of  1980. 
l  the  next  issue  we  will  return  to 

computer  series,  to  study 
mones.  We  had  better.  Some  in- 
tors  apparently  don't  have  any.  ■ 


In  today's  nervous  stock  market,  should  you. 

Buy?  Sell? 
Do  Nothing? 

More  specifically,  what  should  you  do  NOW  about 
these  (or  1700  other)  fast  changing  stocks? 


AMER.  GREETINGS 
AMER.  TEL.  &  TEL. 
ANHEUSER-BUSCH 
ATLANTIC  RICHFIELD 
CHASE  MANHATTAN  CORP. 
CITICORP 
^COCA-COLA 


DRESSER  IND. 
EXXON  CORP. 
FORD  MOTOR 
GEN'L  ELECTRIC 
GEN'L  MOTORS 
HEWLETT-PACKARD 
MOBIL  CORP. 


NAT'L  SEMICONDUCTOR^ 
PHILLIPS  PETROLEUM 
RALSTON  PURINA 
STANDARD  OIL  (CAL.) 
SYNTEX 

WEST1NGHOUSE  ELEC. 
XEROX  CORP. 


We've  picked  the  21  stocks  above  for 
illustration — from  more  than  1700 
regularly  covered  by  The  Value  Line 
Investment  Survey— because  each 
has  recently  been  on  the  "most  ac- 
tive" list  and  may  therefore  be  of 
special  interest. 

The  stock  market,  and  the  investment 
values  therein,  are  now  going  through 
a  great  deal  of  rapid  change.  This  is 
no  time  to  sit  on  your  hands.  It  is 
urgent,  we  think,  that  you  check 
without  delay  every  stock  that  in- 
terests or  concerns  you  to  see  if  it 
currently  offers  the  investment 
credentials  most  important  to  you.  To 
illustrate,  let's  look  at  the  stocks  listed 
above: 

PERFORMANCE:  Every  one  of 
these  stocks  —  at  one  time  or 
another— has  offered  the  prospect  of 
superior  relative  price  performance. 
Right  now,  however,  Value  Line 
ratings  suggest  that  7  of  these  stocks 
should  be  avoided  for  the  time  being. 
On  the  other  hand,  we  estimate  that  10 
of  the  stocks  above  will  clearly  out- 
perform most  other  stocks  in  the  next 
12  months. 

SAFETY:  12  of  the  stocks  listed  carry- 
superior  Value  Line  ratings  for  Safety, 
meaning  they  have  typically 
demonstrated  greater  price  stability 
than  the  majority  of  stocks.  The  other 
stocks  on  the  list  rate  only  average  or 
lower  on  this  score. 

YIELD:  The  dividend  yields  of  these 
stocks  estimated  by  Value  Line  for  the 


12  months  ahead  range  all  the  way 
from  Nil  to  10.7%.  Nine  of  the 
stocks  offer  yields  below  6.0%.  Only  7 
stocks  provide  yields  of  7%  or  higher. 

APPRECIATION:  Value  Line's  esti- 
mates of  Appreciation  Potential  in  the 
next  3  to  5  years  for  these  stocks 
range  all  the  way  from  a  paltry  35%  up 
to  nearly  250%.  Five  stocks  offer 
long-term  potentials  of  150%  or 
higher. 

(The  data  above  come  from  the 
Sept.  10,  1982  issue  of  The  Value 
Line  Survey.  For  actual  investment 
decisions,  be  sure  to  see  the  latest 
weekly  Value  Line  edition.) 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  in- 
troductory 10  week  trialsubscription  to 
The  Value  Line  Investment  Survey  for 
only  $33— about  half  the  regular 
price— providing  you  or  any  member 
of  your  family  has  not  had  a  sub- 
scription in  the  past  two  years.  As  a 
double  bonus  at  no  additional  charge, 
you  will  receive  the  2000-page  In- 
vestors Reference  Service  (covering 
more  than  1700  stocks)  which  will  be 
updated  every  week — and  the  96- 
page  booklet,  "Evaluating  Common 
Stocks."  Filing  takes  less  than  a 
minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
report  on  almost  any  leading  stock. 

CALL  TOLL-FREE:  If  you  have  Master  Card, 

American  Express  or  Visa,  phone  1-800- 
331-1750  (operator  13)  24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.,  711  Third  Ave.,  N.Y.,  N.Y.  10017  y 

Department  216G08 


INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for 
$33  to  The  Value  Line  Survey  (limited  once 
to  any  household  every  two  years)  and 
send  me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  sub- 
scription for  $330  and  send  me  the  two 
bonuses  listed  above.  There  are  no 
restrictions  with  this  annual  subscription. 

SPECIAL  EXTRA  BONUS 
A    pocket-size  CREDIT 
CARD    LCD  CALCULA- 
TOR given  to  you  when 
you   order  The  Value 
Line  Investment  Survey  for  one  year. 
This  subscription  is  tax-deductible  and  non- 
assignable 


□  My  payment  is  enclosed.  □  Please 
charge  to:  □  American  Exp.  □  Master 
Card  □  Visa 

Expiration  Date  

Account  #  

(N.Y.  residents  add  sales  tax.) 


Signature 


Name 


Address 


Apt.  No. 


City 


State 


Zip 


BES,  NOVEMBER  8,  1982 


265 


Venture  Capital 


MONEY  a  INVESTMENTS 


My  best  advice  is,  think  big,  think  high 
tech  and  watch  out  for  loaded  pistols. 

HOW  TO  GET 
VENTURE  MONEY 


By  Thomas  P.  Murphy 


How  do  you  raise  venture  capital  to 
finance  a  business?  For  most  entre- 
preneurs, the  answer  is,  with  great 
difficulty. 

Popular  belief  notwithstanding, 
venture  capital  remains  a  much- 
sought-after  but  rare  commodity. 
Except  for  individuals,  venture  cap- 
italists have  the  only  real  risk  cap- 
ital in  the  whole  American  econo- 
my. The  $1.4  billion  or  so  that  they 
will  invest  this  year  won't  go  that 
far.  It  is  a  big  country.  And  full  of 
people  looking  to  raise  money. 

What  are  venture  capitalists  look- 
ing for  when  they  invest?  Foremost, 
a  business  that  can  grow  to  a  fairly 
large  size  rapidly — and  profitably. 
Don't  waste  their  time  with  a  deal 
with  limited  potential.  Over  the 
past  decade,  venture  capitalists 
made  somewhere  between  20%  and 
25%  compounded  on  their  money. 
To  do  that,  they  had  to  invest  in 
companies  whose  ultimate  "value" 
grew  even  faster,  since  the  suc- 
cesses had  to  pay  for  the  failures. 
Rule  of  thumb:  I  would  suggest  that 
at  least  a  40%-per-year  growth  pros- 
pect is  the  minimum  to  get  respect- 
ful attention. 

Venture  investors  prefer  propri- 
etary products,  a  strong  patent  posi- 
tion helps  and  they  would  rather 
work  with  a  management  team,  as 
opposed  to  an  individual  entrepre- 


Thomas  P  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn 


neur.  Most  will  do  startup  invest- 
ing, but  they  generally  avoid  invest- 
ing seed  money — the  money  need- 
ed, say,  to  take  an  idea  into  a 
prototype  product.  While  a  few  ven- 
ture firms  will  do  it,  most  entrepre- 
neurs have  to  look  into  their  own 
pockets  for  that  kind  of  money. 

If  those  were  the  only  qualifica- 
tions, a  lot  of  entrepreneurs  could 
qualify  for  venture  capital.  But  here 
you  run  into  what  I  regard  as  the 
high-tech  bias  of  the  industry.  Just 
about  90%  of  venture  money  goes 
into  technology-based  companies. 
There  is  a  reason  for  that.  High-tech 
companies  are  easier  to  take  public 
or  merge  out  at  good  prices.  With 
tech,  the  dream  can  soar. 

The  result  is  that  the  entrepre- 
neur with  a  marketing  idea,  a  con- 
sumer product  or  a  service  business 
stands  far  less  chance  of  getting  ven- 
ture money.  On  the  other  hand,  if 
you  are  a  computer  designer  with  an 
idea  for  a  modem  that  whistles  the 
national  anthem,  you  are  going  to 
get  a  respectful  hearing. 

There  is  no  mystique  about  ap- 
proaching venture  capitalists.  As 
with  almost  anything  else  in  this 
world,  a  recommendation  from 
someone  who  knows  them  is  the 
best  way  to  get  their  attention.  In 
effect,  it  is  an  endorsement.  But 
don't  arrange  a  meeting  until  you 
have  a  business  plan  ready. 

Second  best  is  to  mail  your  busi- 
ness plan  to  one,  or  perhaps  a  few 
venture  firms.  Normally,  they  will 
acknowledge  its  receipt  quickly: 
''Thank  you,  we  are  reviewing,  etc." 
Some  of  the  bigger  venture  firms 
have  junior  people  reviewing  the 
unsolicited  business  plans  and  at 
least  you  can  expect  a  quick  turn- 
down if  they  are  not  interested.  In 
the  smaller  venture  firms,  the  prin- 
cipals do  this  screening — and  they 
loathe  it — so  they  can  be  quite  dila- 


tory about  getting  back  to  you. 

Overly  fancy  (expensive-looking] 
presentations  turn  venture  capital- 
ists off.  So  do  grubby  ones.  Since  je« 
lag  is  an  occupational  hazard  in  the 
industry,  start  with  nearby  venture 
firms  if  there  are  any. 

What  kind  of  deal  can  you  make 
with  a  venture  capitalist?  They  vary 
widely.  If  the  venture  firm  is  an 
SBIC,  it  will  usually  structure  its 
investment  as  a  loan  with  a  prett> 
stiff  interest  rate — don't  be  sur- 
prised by  15%.  And  it  will  want  2 
share  of  ownership  as  well.  The  pri- 
vate venture  capital  firms  are  "part- 
nership" oriented  and  a  few  of  the 
more  elegant  ones  prefer  to  ba 
straight  equity  investors.  Most  fall 
somewhere  in  between,  and  prej 
ferred  stock  may  be  the  most  com 
mon  form  of  financing. 

Be  aware,  though,  that  in  terms  o: 
leverage  over  the  entrepreneur  the 
preferred  stock  contract  is  as  loadec 
with  restrictive  covenants  as  debt 
and  Murphy's  Law  being  what  it  isi 
the  entrepreneur  will  usually  find 
himself  in  violation  of  one  or  mort 
of  these  covenants.  This  is  normalh 
overlooked  by  the  venture  capital 
ist,  but  the  loaded  pistol  is  there.  It! 
ultimate  purpose  is  to  give  the  iru 
vestors  the  power  to  fire  the  entre 
preneur  if  they  think  he  is  messinj 
up  the  business. 

Venture  capitalists  have  money 
by  definition,  but  the  better  one: 
bring  something  more  valuable- 
experience  in  mothering  small 
high-growth  companies  througl 
their  early  years.  If  your  deal  is  ap 
pealing  enough  to  give  you  choices 
by  all  means  seek  out  a  venture  firn 
that  really  does  know  somethin, 
about  your  industry. 

Look  for  the  graybeards.  The' 
have  been  there.  A  new  generatioi 
is  cutting  its  teeth  in  the  industry 
They  are  bright,  energetic,  have  lm 
pressive  academic  backgrounds  am 
insatiable  curiosity.  They  can  be 
terrible  nuisance.  The  graybeard 
tend  to  be  more  patient.  And  les 
obstreperous. 

There  is  an  excellent  source  d 
information  on  the  venture  indus 
try.  It  has  all  the  firms,  what  siz: 
investments  they  make,  which  in 
dustries  they  like  and  who  to  con 
tact.  It  is  called  Guide  to  Venttm 
Capital  Sources.  Capital  Pubhshin 
Corp.,  Box  348,  Wellesley  Hill 
Mass.  02181.  The  price  is  $75.  ■ 
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mCIAL  ANNOUNCEMENT  TO  COMMODITIES  INVESTORS 


NCZ  Commodities  will 
accept  only  15  more 
managed  accounts  in  1982. 

linimum  investment:  $100,000. 


MIQUE  APPROACH. 

I  Commodities  trades  primarily  for  its  own 
:>unt.  For  more  than  two^years,  we  traded  exclu- 
ly  for  our  own  account.  Only  after  we  increased 
own  substantial  initial  investment  by  more  than 
e  thousand  percent  did  we  accept  our  first 
laged  account. 

UQUE  RECORD  OF  SUCCESS. 

his  advertisement  goes  to  press,  every  single 
of  our  managed  accounts  shows  a  healthy 
it.  The  median  return  on  investment  is  well 
/e  100%  per  annum.  There  is,  of  course,  no 
ranee  that  this  unique  record  of  success  will 
inue  in  the  future.  The  risks  in  commodities 
ing  are  great.  But  our  record  demonstrates  that 
lave  been  doing  something  right.  And  you  may 
i  to  become  part  of  that  NCZ  approach. 

V  WE  THINK  AND  HOW  WE  TRADE. 

!  trades  are  based  on  the  principle  that  all  com- 
t  lities  and  financial  markets  are  interrelated.  NCZ 
i  quantified  these  relationships  through  extensive, 
!inal  statistical  analysis.  Our  eight  computers  pro- 
m  trading  "signals'  ranging  from  strong  to  weak. 

,tould  be  noted  that  we  do  not  trade  Dased  on 
I;  wing  trends,  moving  averages  or  charting  tech- 
'  les.  Nor  do  we  receive  leaks  of  economic  or 
i  letary  developments.  All  our  trades  are  based  on 
i  distribution  of  returns  that  our  statistical  analysis 
i  s  us  to  expect.  We  have  our  own  experienced 
)  srs  on  the  floor  of  most  major  exchanges. 

!  iNCIAL  RESPONSIBILITY 

I I  is  profoundly  aware  of  the  speculative  risks 
:  lved  in  commodities  trading.  On  occasion,  we 
)  i  incurred  substantial  losses.  We  are  not  proud 
'  ose  losses,  even  though  they  were  exceeded  by 
;  gains.  Having  lost  big  as  well  as  won  big  with 
:  own  money,  we  have  the  necessary  experience 
'.  humility  to  trade  with  your  money  on  a  respon- 
I  basis.  Our  size,  too,  is  appropriate  for  managing 
)r  capital.  We  are  not  so  large  that  you  have  little 
i  ice  of  achieving  a  really  superior  return,  nor  are 
i  o  small  that  you  need  worry  about  your  money. 
•  »f  September  1,  1982,  NCZ  Commodities  was 
i  talized  at  over  S10  million  in  net  capital.  Man- 
J  1  accounts  are  not  commingled  with  NCZ's  own 
'  ing  account.  And  our  books  are  open  to  your 

ection  at  any  time  once  you  open  an  account 


with  us.  Each  managed  account  is  important  to  us. 
INDIVIDUAL  ATTENTION. 

NCZ  gives  each  managed  account  the  same  close 
attention  we  give  our  own  trading  account,  and  we 
modify  trading  approaches  only  in  ways  you  may 
direct.  Because  of  this  constant  attention,  we  can 
accept  only  15  more  managed  accounts  in  1982.  If 
our  mutual  goals  are  compatible,  you'll  find  that 
NCZ  is  dedicated  beyond  the  dollar  or  clock.  Our 
offices  are  open  seven  days  a  week  and  our  profes- 
sionals normally  work  a  60-hour  week.  You  may  call 
our  President,  Susan  Cole,  at  any  time  or  our  Chair- 
man, Victor  Niederhoffer,  after  trading  hours  to 
develop  strategies. 

NO  ADMINISTRATIVE  FEE, 
LOW  COMMISSION  COSTS. 

There  is  no  sales  charge  when  you  open  an  account, 
and  there  is  no  administration  or  service  fee.  Your 
commissions  will  be  close  to  our  costs  at  S30  a 
round  trip.  There  is  an  incentive  fee-but  only  after 
we  make  more  than  15%  on  an  annual  basis  for  you. 

WRITE  OR  PHONE  IN  CONFIDENCE 
FOR  FURTHER  INFORMATION. 

We  are  as  concerned  as  you  are  that  there  must  be 
a  complete  mutual  understanding  and  agreement 
upon  objectives  and  methods  before  any  investment 
is  made  or  accepted.  To  initiate  a  discussion,  or  just 
to  find  out  more  about  us,  mail  the  coupon  below. 
Or  call  Susan  Cole  or  Victor  Niederhoffer  at  (212] 
37 1-4656,  or  800-221-4464  after  3  pm. 


NCZ  Commodities,  Inc. 
49  West  57  th  Street 
New  York,  New  York  1 00 1 9 

□  Please  send  me  more  information  about  NCZ  Commodities 
managed  accounts. 

Name  


F2N 


Address. 


City,  State,  Zip. 
Office  Phone- 
Home  Phone _ 


 J 


Market  Trends 


MONEY  &  INVESTMENTS 


The  Fed's  moves  mean  that  a  positive 
yield  curve — with  short-term  rates  below 
long  term — should  become  the  norm. 

THE  RULES  OF 
THE  GAME 


By  Richard  B.  Hoey 


The  Federal  Reserve  cut  the  dis- 
count rate  on  July  19.  The  next 
morning  Chairman  Volcker  told  the 
Senate  Banking  Committee  that 
the  U.S.  had  turned  the  corner  on 
the  fight  against  inflation  and  that 
the  objective  of  the  Federal  Reserve 
was  to  bring  about  an  economic  re- 
covery. But  the  stock  market  kept 
sinking  because  it  was  still  domi- 
nated by  the  psychology  of  the  bear 
market.  By  Aug.  9,  the  Dow  Jones 
industrial  average  hit  770.  The  mar- 
ket was  caught  in  a  struggle  be- 
tween the  bullish  implication  of  the 
Fed's  policy  shift  and  the  abysmal 
action  of  the  tape.  The  two  mottos, 
"Don't  fight  the  Fed,"  and  "Don't 
fight  the  tape"  were  in  direct  con- 
flict. As  always,  the  Federal  Reserve 
won,  and  the  stock  and  bond  mar- 
kets exploded  on  the  up  side. 

As  the  well-known  institutional 
bears  on  the  bond  market  and  the 
stock  market  capitulated,  their  fol- 
lowers were  left  holding  massive 
amounts  of  cash  as  the  markets 
were  rising.  They  panicked,  driving 
the  stock  market  up  33%  in  nine 
weeks,  from  770  on  Aug.  9  to  1027 
on  Oct.  11.  The  surge  in  the  bond 
market  was  just  as  strong,  with  the 
U.S.  government  14%,  2011  (which 
I  call  "Ron's  bonds")  rising  from 
98  Vi  in  late  June  to  129  on  Oct.  12. 


Richard  B.  Hoey  is  first  vice  president,  econo- 
mist and  investment  strategist  at  Bache  Hal 
se\'  Stuart  Shields. 


Along  the  way,  more  than  a  few 
speculative  shorts  were  forced  to 
the  wall.  As  the  cash-rich  institu- 
tional bears  began  to  buy,  they 
bought  the  highest-grade  securities, 
such  as  long-term  U.S.  government 
bonds  and  major  growth  stocks.  But 
these  were  also  the  favorite  vehicles 
for  the  speculative  shorts  via  Trea- 
sury bond  futures  and  stock  op- 
tions. That  set  off  the  fireworks. 
Spectacular  fireworks. 

But  underlying  it  all,  there  was  a 
fundamental  reality.  The  primary 
immediate  goal  of  the  Federal  Re- 
serve had  shifted  from  fighting  in- 
flation to  generating  an  economic 
recovery.  The  Fed  could  do  this 
without  destroying  its  anti-infla- 
tionary credibility  because  it  waited 
until  the  fires  of  inflation  were  very 
well  banked  before  it  eased.  My  de- 
cision-makers poll  of  several  hun- 
dred institutional  portfolio  manag- 
ers shows  that  their  inflation  expec- 
tations for  the  next  decade  have 
dropped  from  8.8%  to  6.7%  over  the 
last  two  years. 

Nobody  is  too  sure  exactly  what 
the  new  rules  of  the  Fed's  game  are. 
But  both  the  rate  of  inflation  and 
the  level  of  economic  activity  are  so 
low  that  short-term  rates  should  re- 
main depressed,  at  least  until  we  are 
well  into  an  economic  recovery. 
That  means  that  a  positive  yield 
curve — with  short-term  rates  below 
long  term — should  now  become  the 
norm.  That  is  healthy  for  the  finan- 
cial system,  the  corporate  sector 
and  the  bond  and  stock  markets. 

The  price  of  30-year  U.S.  govern- 
ment bonds  has  risen  more  than 
40%  since  their  low  last  fall.  But 
other  areas  of  the  bond  market  have 
been  more  sluggish.  Nothing  is  real- 
ly cheap  anymore,  but  some  of  the 
cushion  bonds  are  fairly  priced  for 
investors  seeking  current  income 
rather  than  capital  gains. 


Cushion  bonds  are  bonds  sellinj 
at  or  above  the  price  at  which  thei 
can  be  called  in  the  future.  For  thai 
reason,  bond  buyers  looking  for  cap 
ital  gains  avoid  them  like  the  plagui 
because  they  will  not  rise  as  fast  a| 
other  bonds  if  interest  rates  contin 
ue  to  fall.  But  they  also  yield  mor 
than  other  bonds  and  tend  to  bi 
somewhat  less  vulnerable  to  a  bom 
market  decline. 

I  am  no  longer  as  enthusiasti 
about  bonds  for  capital  gains  as 
was  over  the  past  year.  But  for  yield 
oriented  investors,  cushion  bonds 
such  as  the  New  York  Telephon 
15.625%,  July  15,  2021  at  113.5) 
now  provide  a  decent  current  yieli 
of  13.76%.  It  has  a  yield  to  maturit 
of  13.75%  and  a  yield  to  call  (a 
112.86  in  four  years)  of  13.62% 
This  is  more  than  250  basis  point 
above  the  yield  on  long-term  U.S 
government  bonds  and  more  thai 
150  basis  points  above  current  cot 
pon  bonds  of  the  same  issuer  wit 
better  call  protection.  If  you  aij 
looking  for  a  way  to  maintain  yoij 
current  income  and  have  missed  th 
blowoff  in  the  bond  market,  there 
still  reasonable  value  in  cushio 
bonds  selling  at  or  slightly  abov 
their  call  price. 

In  the  stock  market,  there  are  sti 
a  number  of  fairly  valued  stock; 
especially  among  the  cyclical  issuei 
about  which  the  institutions  havi 
been  skeptical.  An  example  is  flj 
Goodrich  (25),  the  company  thj 
doesn't  have  the  blimp. 

It  has  been  shifting  its  asset  mi 
away  from  tires  toward  chemical 
Goodrich  is  the  leading  producer  < 
polyvinyl  chloride  (PVC),  with  23° 
to  25%  of  the  market.  It  has  capai 
ity  of  about  120  pounds  per  shar* 
This  has  been  a  disadvantage  in  th 
weak  economic  conditions  of  tr 
last  several  years,  but  the  cyclic; 
swings  in  PVC  work  on  the  upsic 
as  well  as  on  the  downside.  Goo« 
rich  should  be  a  primary  beneficial 
of  cyclical  recovery  in  the  econom 
in  the  next  several  years. 
.  The  company  will  probably  i\ 
port  a  slight  loss  this  year,  but  ean 
ings  per  share  should  rebound  i 
about  $4.35  in  1983.  Beyond  that, 
expect  that  earnings  power  of  $8  i 
$10  a  share  could  be  reached  withi 
a  few  years  with  sustained  econon 
ic  recovery.  Selling  at  under  6  tim« 
1983  estimated  earnings,  I  think  it 
a  good  buy.  ■ 
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I  MEDICAL  INTERNATIONAL  INC 

AMI  REPORTS  43%  INCREASE  IN 
IRNINGS  PER  SHARE  FOR  FISCAL  1982 

!  HILLS,  California,  September  30,  1982 — Ameri- 
I  International  (NYSE,  London  Stock  Exchange — 
ed  today  that  net  Income  rose  55  per  cent  while 
i  earnings  per  share  increased  43  per  cent 
fiscal  year  ended  August  31,  1982. 
982  net  income  advanced  to  $78,811,000  or 
;hare  ($2.23  fully-diluted),  from  $50,807,000  or 
share  ($1.56  fully-diluted)  in  fiscal  1981.  Rev- 
eased  26  per  cent  to  $1,401,976,000  from 
1 ,000  the  previous  year. 

I  fourth  quarter,  net  income  rose  48  per  cent  to 
10  or  57  cents  per  primary  and  fully-diluted 

II  venues  of  $371,966,000.  This  compares  with  net 
fc £13,23 1 ,000  or  39  cents  per  primary  and  fully- 
Jre,  on  revenues  of  $292,530,000  in  the  same 
Bar  earlier. 

■he  fiscal  year  1982,  AMI  results  began  to  reflect 
;wing  from  corporate  strategies  which  were  de- 
ft eral  years  earlier,"  said  Royce  Oiener,  chairman 
executive  officer.  "Our  commitment  to  the  higher 
f  side  of  our  industry,  to  aggressive  domestic 
V  and  to  the  accelerated  development  of  alterna- 
nt health  care  delivery  all  combined  to  produce  a 
Hicant  earnings  gam." 

I  Medical  International,  Inc.,  owns,  operates  and 
mspitals  and  provides  a  variety  of  health  care 
I  more  than  500  communities  throughout  the 


AMERICAN  MEDICAL  INTERNATIONAL,  INC. 
EARNINGS  RELEASE 
HIGHLIGHTS 

(000's  omitted) 

It  Ended  August  31                  1982  1981 

$  371,966  $  292,530 

axes                             35,260  25,231 

xes                               15,700  12,000 

19,560  13,231 

e  are 

.57  39 

.57  39 

(000's  omitted) 

just  31                           1982  1981 

$1,401,976  $1,117,234 

t  axes                            142,911  96,807 

<es                               64,100  46,000 

78,81  1  50,807 

f  are 

2.25  1.60 

2.23  156 

1 1  Outstanding 

38,567  33,170 

39,000  34,322 

i  Anthony  Dent,  Vice  President/Director  of  Inves- 

1  s,  American  Medical  International,  Inc.,  414 
:n  Drive,  Beverly  Hills,  CA  90210,  or  phone  (213) 


ASSOCIATES,  INC.  N 

I  N.H.,  September  10,  1982— Sanders  Associates 
f  ported  that  sales,  net  income  and  earnings  per 
H ;  fiscal  year  ended  July  30,  1982  all  increased  to 
I)  'els.  Net  sales  increased  20  percent  to  $436.2 
f  tared  with  $364 .5  million  in  1981.  Net  income 
(  percent  to  $26.4  million  compared  with  $21.9 
3  ear.  Earnings  per  share  increased  20  percent  to 
!  I  of  $3.30  per  share  compared  with  $2.75  per 
I  lar. 

I  owers,  President  of  Sanders,  said,  "Excellent 


gains  were  achieved  in  the  Company's  government  systems 
and  products  business  which  recorded  a  28  percent  in- 
crease in  sales  and  higher  operating  profit  margins.  In  our 
computer  graphics  business  the  sales  increase  for  the  year 
was  limited  to  11  percent  over  last  year  due  to  the 
unfavorable  economic  climate  which  affected  most  of  our 
commercial  markets.  Our  computer  graphics  business  also 
contributed  to  company  profitability  but  at  a  lower  level 
than  last  year."  He  said  that  in  addition  to  higher  overall 
operating  income  the<  record  results  for  the  year  reflected 
increased  royalties  and  interest  income,  lower  foreign  cur- 
rency translation  losses  and  a  lower  effective  tax  rate. 

Bowers  said,  "New  orders  from  both  government  and 
commercial  customers  lifted  the  year-end  backlog  to  $417 
million,  approximately  69  percent  higher  than  a  year  ago.  In 
addition,  shortly  after,  year-end  funding  of  $39  million  was 
received  on  an  estimated  $75  million  contract  for  initial 
production  of  ALQ-126B  countermeasures  for  the  U.S.  Navy. 

"For  the  year  ahead  and  beyond,"  said  Bowers,  "we  look 
forward  to  further  records  in  sales  and  earnings." 

(Contact:  Ray  Hall,  Manager,  Public  Relations,  Sanders 
Associates,  Inc.,  Daniel  Webster  Highway,  South,  Nashua, 
NH  03061.  Phone:  (603)  885-2817.) 


TELEFLEX,  INC.  A 

LIMERICK,  PA,  September  15— Teleflex  Incorporated  has 
announced  a  reorganization  of  its  operating  units  and  the 
appointment  of  new  operating  officers  for  the  new  structure. 
The  moves  are  effective  October  1,  1982.  Lennox  K.  Black 
moves  from  President  to  Chairman  and  Chief  Executive 
Officer.  According  to  Black,  the  title  of  President  and  Chief 
Operating  Officer  will  move  to  the  heads  of  the  groups. 

Also,  at  corporate  headquarters,  John  J.  Sickler  will 
become  Senior  Vice  President  and  Chief  Financial  Officer; 
John  H.  Remer  will  continue  as  Senior  Vice  President- 
Administration. 

The  aerospace  operations  will  be  renamed  the  Defense/ 
Aerospace  Group  and  Ira  Albom  will  become  President  and 
Chief  Operating  Officer  of  the  group  The  Defense/Aerospace 
Group  will  retain  its  three  current  operating  units-North 
Wales,  Hutson,  and  Hoover.  Additionally,  the  Interconnet 
Systems  Division,  now  part  of  the  Applied  Polymers  Group  in 
Jaffrey,  New  Hampshire,  will  coordinate  its  marketing  efforts 
with  the  Defense/Aerospace  Group  during  1983. 

Roy  C.  Carriker  will  be  President  and  Chief  Operating 
Officer  at  SermeTel.  In  this  group  will  be  the  current 
SermeTel  Operating  units,  and  the  company's  interests  in 
Heurchrome  S.A.,  Airfoil  Management  and  the  newly  formed 
Chem-Tronics  International  Ltd. 

Black  also  announced  the  appointment  of  David  R. 
Loveless,  who  is  moving  to  Teleflex  from  the  Presidency  of 
Boston  Whaler,  Inc.,  to  President  and  Chief  Operating 
Officer — Commercial  Products  Group.  Commercial  will  in- 
clude the  four  operating  units  of  Marine/Industrial,  as  well 
as  Automotive  Products,  Capro,  Inc.,  and  Fluid  Systems. 

David  Boyer  will  remain  a  Vice  President  of  the  corpora- 
tion and  will  continue  as  General  Manager  of  Automotive 
Operations. 

Thomas  A.  Coneys  becomes  Group  Vice  President  and 
General  Manager  of  the  Applied  Polymers  Group.  This  group 
will  consist  initially  of  Albert  H.  Surprenant,  Inc.,  Interconnet 
Systems  and  Teleflex  Medical. 

Surprenant  will  include  the  Fluoroplastics  Division — 
which  is  being  relocated  from  Randolph,  New  Jersey  to 
Jaffrey,  New  Hampshire — in  addition  to  its  customary  wire 
and  cable  operations. 

Black  said  that  this  is  a  logical  next  stage  in  the 
company's  philosophy  of  decentralized  management  which 
was  begun  in  1977 

"Much  of  the  success  and  vitality  of  our  company's 
recent  past  is  the  result  of  an  entrepreneurial  atmosphere 
which  we  try  to  cultivate  throughout  the  corporation,"  he 


said.  "Our  future  is  dependent  on  a  continuation  of  this 
growth,  experience,  and  dedication  of  our  operating  man- 
agement." 

Black  explained  that  thetnoves  are  not  merely  executive 
changes,  but  represent  a  greater  corporate  commitment  to 
exciting  new  technologies  in  selected  markets. 

"These  moves  are  the  first  step  in  positioning  the 
company  for  rapid  growth  beyond  1983,"  he  concluded. 

(Contact:  Seaborn  C.  Langley,  Director  of  Corporate  Com- 
munications, Teleflex,  Incorporated,  155  S.  Limerick  Road, 
Limerick,  PA  19468.  Phone  (215)  948-5100.) 


UNITED  TELECOMMUNICATIONS,  INC.  N 

KANSAS  CITY,  MO.,  October  11,  1982— United  Telecom- 
munications, Inc.  earnings  per  share  and  earnings  per 
share  from  continuing  operations  in  the  third  quarter  of 
1982  were  68  cents,  compared  to  69  cents  in  1981, 
Chairman  Paul  H  Henson  announced  today. 

Earnings  per  share  from  continuing  operations  for  the 
first  three  quarters  were  $1.88,  compared  to  $1.97  in  the 
first  nine  months  of  1981.  Earnings  per  share  for  the  period 
were  $1.88,  compared  to  $2.72  in  1981  when  the  company 
recorded  a  gain  of  75  cents  per  share  on  the  sale  of  Calma 
Company. 

For  the  12  months  ended  Sept.  30,  1982,  earnings  per 
share  from  continuing  operations  and  earnings  per  share 
were  $2.39,  compared  to  $2.58  and  $3.35,  respectively,  for 
the  12  months  ended  Sept.  30, 1981.  Prior  year  results  have 
been  restated  for  the  January  1982  acquisition  of  Insurance 
Systems  of  America. 

Henson  said  United  Telecom's  stronger  third  quarter 
performance,  in  which  earnings  climbed  12  cents  per  share 
from  the  56  cents  reported  in  the  second  quarter,  resulted 
from  gains  in  the  company's  telephone  operations.  He  noted 
that  some  $35  million  of  the  $62  million  in  annual  local 
service  rate  increases  granted  United  Telephone  System 
companies  thus  far  in  1982  had  become  effective  early  in 
the  third  quarter. 

United  Telecom's  total  revenues  and  sales  were  $1.8 
billion  in  the  first  three  quarters,  up  6  percent  from  $1.7 
billion  in  the  similar  1981  period. 

"We're  confident  our  fourth  quarter  will  be  much  stronger 
than  last  year,  even  though  the  economy  has  slowed  our 
momentum."  Henson  said. 

(Thousands  of  Dollars) 

Nine  Months  Ended 
September  30, 


Revenue  and  Sales 

United  Telephone  Systems 

United  Communication  Systems 

United  Telecom  Computer  Group 

United  Telecom  Communications,  Inc. 

Inter-Company  Sales 
Total  Revenues  &  Sales 

Income  tram  Continuing  Operations 
Discontinued  Operations 
Net  Income 

Preferred  Stock  Dividends 
Earnings  Applicable  to  Common  Stock 
Earnings  per  Common  Share 
from  Continuing  Operations: 

Assuming  no  dilution 

Assuming  full  dilution 
Earnings  per  Share: 

Assuming  no  dilution  $1.88  $2.72 

Assuming  full  dilution  $1.83  $2.61 

Average  Number  of  Common  Shares  78,403  74,355 

"Restated  to  include  company  merged  on  a  pooling  ol  interests  basis. 

(Contact:  Don  Forsythe,  United  Telecommunications,  Inc., 
P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Mo.  64112. 
Phone:  (913)  676-3343.) 


1982 

1981' 

$1,356,290 

$1,207,979 

331,006 

362,877 

113,697 

122.397 

16.302 

12,336 

(12,017) 

(10,341) 

$1,805,278 

$1,695,248 

$  150,805 

$  150,378 

55.929 

$  150.805 

$  206,307 

3,704 

4,134 

$  147,101 

$  202,173 

$1.88 

$1  97 

$1.83 

$1.90 

Observations 


A  hand  to  hold. 


An  arm  to  lean  on . 


ear. 


The  Salvation  Army  can 
be  summed  up  in  just 
six  words: 


Heart 
to  God, 
Hand 
io  Man 
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A  peaceful  disinflation  after  a  seriowY 
inflation  is  virtually  impossible.  ConcluX 
sion:  more  economic  trouble  ahead. 


TWO  UNPLEASANT 
POSSIBILITIES 


By  Ashby  Bladen 


ft 

1  1 


On  Oct.  9  Fed  Chairman  Paul 
Volcker  made  it  official — inflation 
is  on  its  way  down,  so  monetary 
policy  can  turn  to  helping  the  econ- 
omy up.  That  sounds  wonderful, 
but  Fed  policy  has  rounded  this  turn 
in  the  track  at  least  four  times  in 
the  last  16  years — in  1966,  in  1970, 
in  1975  and  now,  in  1982.  (The  1980 
turn  was  so  bizarre  in  its  justifica- 
tion and  so  ambiguous  in  its  results 
that  I  don't  know  whether  to  count 
it.)  Each  time,  the  turn  to  relative 
monetary  ease  was  followed  by  an 
acceleration  into  economic  recov- 
ery, but  also  by  a  straight  run  to  new 
peaks  in  inflation  and  interest  rates. 
Will  this  round  be  any  different? 

Frankly,  I  am  not  optimistic  that 
the  cycle  has  been  broken.  My  basic 
thesis  is  that  inflation  starts  with 
excessive  federal  government  bor- 
rowing and  spending,  but  as  it  wors- 
ens it  gets  a  powerful  boost  from  the 
private  sector,  particularly  from 
people  who  borrow  to  buy  inflation 
hedges  like  farms  and  houses.  This 
growing  demand  for  credit  causes 
interest  rates  to  rise  so  that  the  bur- 
den of  debt  service  required — that 
is,  interest  payments  and  principal 
repayments — also  rises  by  compari- 
son with  the  incomes  from  which 
debts  have  to  be  paid.  Then  mone- 

Ashby  Bladen  senior  rue  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis 


tary  policy  is  tightened  to  try  t 
slow  down  the  borrowing,  an 
spending  and  interest  rates  rise  fu. 
ther.  Borrowers  begin  to  won 
about  whether  they  can  repay  it. 
interest  on  their  debts  or  refinanc 
the  principal  when  the  loan  mj 
tures.  So  they  pull  in  their  horr 
and  a  recession  begins.  When  unen 
ployment  gets  bad  enough,  the  Fe 
relents  and  we  start  another  tun 
around  the  track.  That's  where  wi 
are  now.  But  at  the  beginning  ■ 
each  lap  the  ratio  of  debt-servic 
charges  deteriorates  from  a  low< 
base  than  it  did  the  time  befor 
That  is  why  the  inflation/intere 
rate/unemployment  cycle  gets  pr 
gressively  more  severe. 

There  is,  however,  another  alts 
native,  but  it's  not  a  pleasant  on 
During  the  mid- 1930s  this  refl 
tionary  process  didn't  work.  Peop 
refused  to  borrow  in  spite  of  the  fa 
that  interest  rates  were  at  reco 
lows  and  banking  reserves  we 
abundantly  available.  They  we 
simply  too  scared  to  take  the  ris. 
Once  confidence  gives  way  to  fea 
as  it  is  doing  now,  reflation  cs 
work  only  if  it  makes  people  eve 
more  scared  about  inflation  th 
they  already  are  about  their  debt 
That  is  why  a  peaceful  disinflatic 
after  a  serious  inflation  is  virtual 
impossible.  In  the  1960s  and  197' 
it  was  very  easy  to  get  people  mo 
worried  about  inflation  than  abo 
debt,  but  only  at  the  cost  of  a  steac 
rise  in  both.  In  today's  environme 
•  such  a  reawakening  of  inflationa 
fears  would  send  interest  rat 
through  the  roof  again.  The  altern 
tive,  a  deflationary  bust,  is  an  equ; 
ly  unpleasant  prospect. 

Where  are  we  now?  Interest  rat 
have  turned  down,  but  are  st 
above  the  levels  of  previous  cycle 
And  inflation-burned  lenders  a 
less  willing  to   make  long-ter 
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In  stock  index  futures,  one  company  stands  out. 


WALL 


ST  1 


WALL  21 H    WALL  51 


In  futures  trading,  PFIrTTPl 
were  a  proven  commodity  1 VI— II  v\y 


Refco,  Inc. 

135  S.  LaSalle  St. 

Chicago,  IL  60603 

312/930-6500 


CORPORATE  REPORT 


It's  where  publicly-held  corporations  can  report  current 
developments  to  America's  most  important  investors. 
For  more  information,  just  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  N.Y.  10011 

Phone:  (212)  620-2371 
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Commodities 


Options  on  futures  contracts  provide 
pure  price  insurance  to  hedgers  and  a 
new  trading  vehicle  for  speculators. 

THE  NEWEST 
GAME  IN  TOWN 


By  Stanley  W.  Angrist 


The  financial  life  of  speculators  has 
just  taken  a  turn  toward  greater 
complexity.  First  there  were  futures 
contracts,  next  came  options  on 
stocks,  then  futures  contracts  on 
stock  indexes,  and  now  options  on 
futures  contracts.  Are  there  any  ad- 
vantages to  these  new  instruments 
that  were  not  offered  in  the  existing 
speculative  vehicles? 

In  my  opinion,  the  answer  is  an 
unqualified  yes.  Will  the  public 
make  the  effort  to  understand  and 
then  utilize  them?  Only  time  will 
tell.  The  Commodity  Futures  Trad- 
ing Commission  has  authorized  a 
three-year  experiment  in  commod- 
ity option  trading  on  Treasury 
bonds,  gold  and  sugar  futures  con- 
tracts to  see  if  there  is  any  public 
interest  in  them. 

Just  as  in  the  case  with  stock  op- 
tions, purchasers  will  have  a  choice 
of  buying  a  call  or  a  put.  A  call 
option  on  a  commodity  contract 
gives  the  purchaser  the  right,  but 
not  the  duty,  to  purchase  a  futures 
contract  for  a  set  price  at  any  time 
within  a  certain  period.  No  matter 
what  happens  to  the  price  of  the 
commodity  during  that  time,  the 
option  buyer  has  the  right,  but  not 
the  obligation,  to  demand  delivery 
of  the  futures  contract  at  the  prede- 
termined price.  The  price  at  which 


Stanley  W,  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


in 


the  futures  contract  is  delivered  is 
called  the  strike  price  or  the  exercise 
price.  The  option  buyer's  obligations 
are  completely  satisfied  when  he 
pays  the  premium  for  an  option, 
with  but  one  exception.  If  the  buyer 
elects  to  exercise  his  option,  he 
must  post  the  initial  margin  for  the 
futures  position  he  receives. 

The  purchaser  of  a  put  option  has 
the  right,  but  not  the  obligation,  to 
sell  a  futures  contract  at  the  strike 
price.  Thus,  if  one  is  bullish  on  the 
price  of  a  commodity,  one  could  buy 
a  call  on  a  futures  contract  for  that 
commodity.  If  one  is  bearish  then 
one  could  buy  a  put. 

Though  not  many  traders  will  ac- 
tually exercise  their  options,  the 
process  of  exercising  should  be  un- 
derstood by  all  who  play  the  game. 
After  exercising  a  call  option,  its 
owner  becomes  the  holder  of  a  long 
position  in  the  futures  market  at 
the  strike  price  of  the  option;  con- 
versely, the  owner  of  a  put  option, 
upon  exercise,  becomes  the  holder 
of  a  short  position  in  the  futures 
market  at  the  strike  price  of  the 
put.  After  exercise,  the  sellers  of 
those  options  will  receive  positions 
in  the  futures  market  opposite  to 
the  option  buyers'. 

An  all  too  common  occurrence  in 
the  futures  market  is  that  a  trader 
has  a  correct  notion  about  where 
prices  are  going,  but  before  they  ac- 
tually head  in  the  forecast  direction 
prices  move  adverse  to  his  position. 
Because  he  chooses  to  limit  his  loss, 
he  exits  the  market  rather  than 
sticking  with  a  losing  position.  In- 
deed, successful  commodity  traders 
know  that  that  is  the  only  prudent 
thing  to  do.  But  by  buying  a  put  or  a 
call  one  has  set  one's  maximum 
possible  loss,  so  adverse  interim 
moves  can  be  ignored.  You  simply 
can't  lose  more  than  the  premium 
paid  on  purchase.  Given  the  usual 


volatility  of  commodity  prices,  thiJ 
is  clearly  a  big  plus. 

Of  course,  this  coin  has  an  obi 
verse — they  all  do.  One  doesn'l 
make  any  money  until  prices  movl 
sufficiently  to  recover  the  premiunl 
paid  up  front  on  the  option  and  thl 
commission.  So,  if  one  bought  a  I 
option  on  a  commodity  when  il 
moved  into  a  relatively  quiescenl 
period  (they  do  occur),  one  migh 
not  ever  recover  one's  premium. 

Let's  look  at  an  example  usin 
real  prices.  Recently,  the  April  198. 
gold  contract  closed  at  $406.20  pc 
ounce.  The  options  market  offered 
call  with  a  strike  price  of  $400  at 
premium  of  $30  per  ounce  or  $3,0G 
per  contract;  the  put  premium  wit 
the  same  strike  price  was  $34  p« 
ounce  or  $3,400  per  contract.  (Or 
can  compute  the  premium  per  coll 
tract  by  multiplying  the  premiuil 
in  dollars  per  ounce  times  the  S12I 
of  the  contract,  in  this  case  1C 
ounces.)  The  commission  on  a  go. 
option  purchase  is  about  $10' 
which  is  equivalent  to  $1  per  ounc 
If  you  bought  a  gold  option  with 
$400  strike  price,  gold  would  hai 
to  move  up  from  its  current  price 
about  $432  per  ounce  by  the  tin 
the  option  expired  in  late  March  {■ 
you  to  break  even.  That  is  a  move 
about  6%.  Not  impossible,  but  nol 
sure  thing  either.  (Of  course,  yc 
don't  have  to  wait  until  expiratic 
to  exit  a  trade,  but  it  makes  estim 
tion  of  the  profit  or  loss  raui 
simpler  for  these  examples.) 

If  the  price  of  gold  winds  up  und 
$400,  the  option  will  expire  wort 
less.  Between  $400  and  $432  y. 
would  recover  $100  for  each  doll 
per  ounce  the  price  exceeds  $400 
expiration.   And   once   the  pri 
crossed  $432  you  would  begin 
make  money,  also  at  the  rate 
$100  for  each  dollar  per  ounce.  F 
example,  if  the  price  of  gold  vv 
$462  per  ounce  when  the  opti 
expired,  it  could  be  sold  for  $6,2( 
If   you   subtract    the  round-tu 
commission    of    $200    and  t 
'  $3,000  cost  of  the  option,  y 
would  be  left  with  a  net  profit 
$3,000,  or  a  return  of  100% 
your  $3,000  investment. 

It  should  also  be  obvious  that 
one  believed  that  prices  of  a  coi 
modity  were  not  going  anywhe 
one  might  consider  selling  an  opti 
and  hoping  that  it  would  exp 
worthless,  thus  letting  the  opti 
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In  markets  where  you  can  make 
money  by  the  minute,  talk  to  the  man 
who  makes  every  second  count. 


Time.  A  precious  com- 
lodity.  To  the  modern 
westor  it  seems  there's 
ever  enough  of  it.  Fortu- 
ately,  there  is  someone 
ho  can  help  you  make 
le  most  of  what  you 
ye.  Your  Heinold  Com- 
odities  Broker. 
He  spends  all  his  time 
ying  and  selling  fil- 
es. All  his  energy,  all 
insight  and  experi- 
ce  are  directed  toward 
lping  you  make  money 
futures. 

And  his  trades  are  in- 
rmed  trades,  whatever 


1982  Heinold 


the  market,  whatever  its 
movement.  Because  he's 
backed  by  a  team  of  econ- 
omists and  research 
analysts  who  evaluate 
information  on  a  global 
scale:  The  Heinold 
Research  Group. 

If  you  want  to  turn 
time  into  money  in  the 
futures  markets,  talk  to 


the  man  who  lives  there. 
Your  Heinold  Broker. 
If  you  want  more  infor- 
mation on  the  opportu- 
nities in  futures,  send  in 
the  coupon  below. 

He's  sure. 
He's  bold. 
Htfs  Heinold. 

Chicago  •  New  York  •  London 

145  offices  nationwide. 

Member  of  ail  principal  commodity  exchanges. 


□  I  would  like  to  know  more  about  the  opportunities  in  futures. 
Mail  to:  J.  Barry  Weber 

Heinold  Commodities,  Inc.,  250  South  Wacker  Drive 
Chicago,  Illinois  60606  312.648.8000 


Name_ 


Address. 


City. 


.State. 


I 
I 

|  □  I  am  a  Heinold  Commodities  Client. 

I  My  broker  is  


_Zip_ 


Phone_ 
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MONEY  &  INVESTMENTS 


So  what  if  you're  not  an 
Exxon  or  a  General  Motors. 
You  can  still  have  a  major 
impact  on  your  com- 
munity by  supporting  the  arts. 

For  information  on  how 
your  business  can  lend  sup- 
port, contact  us.  You'll  not 
only  make  your  community 
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look  better,  you'll  find  your 
business  will  look  better,  too. 

Write  or  call:  Business  Com- 
mittee for  the  Arts,  Inc.,  Suite 
2600,  1501  Broadway,  New 
York,  New  York  10036  or 
212-921-0700. 

Support  the  arts 
for  Americas  sake. 


seller,  sometimes  termed  the  optu 
writer,  keep  the  entire  premium.  /I 
important  point  must  be  made  abul 
selling  options  when  one  is  not  I 
the  position  to  deliver  or  accept  cl 
livery  of  the  physical  commodi  I 
Unlike  an  option  purchaser,  an  cl 
tion  seller  has  no  limit  to  his  rii 
For  example,  if  you  sold  a  gold  c 
with  a  $400  strike  and  gold  started 
go  through  the  roof  and  you  elect 
not  to  cover  your  short  call  positic 
then  at  a  gold  price  of  $600  y 
would  be  out  $20,000,  less  whate' 
you  received  for  the  call. 

But  that  is  just  the  beginning 
strategies  that  can  be  utilized  w 
commodity  options.  Suppose  y 
feel  that  gold's  price  is  going  to 
somewhere,  but  you  don't  know  i 
is  going  to  be  up  or  down.  Then  > 
might  buy  both  a  call  and  a  put  w 
strike  prices  of  $400.  Now  you  o 
what  is  called  a  straddle  In  this  c 
you  are  indifferent  to  which  v 
gold  moves  so  long  as  it  moves  a  I 
as  you  must  now  recover  the  surr 
the  call  and  put  premiums.  G 
would  have  to  rise  to  more  tl 
$468  or  drop  to  less  than  $332 
ounce  in  order  for  you  to  recol 
your  $64-per-ounce  premiums  ; 
your  $4-per-ounce  commissions.! 

Writers  of  straddles  have  just  I 
opposite  point  of  view  of  buyenL 
straddles  and  believe  that  prices 
going  nowhere.  They  might  se 
call  with  a  strike  of  $420  and 
ceive  a  $25  premium  and  also  se 
put  with  a  strike  of  $380  receivii 
premium  of  $23.  As  long  as  go 
price  at  expiration  was  within 
$40  band  between  $380  and  $4 
the  options  would  be  termed  "ou 
the  money"  and  they  would  k 
the  sum  of  both  premiums 
$4,800.  Of  course,  if  gold  moved 
of  that  band  during  the  life  of 
options,  a  trader  would  be  askei 
come  up  with  more  margin  mo 
or  to  close  out  his  position.  A 
tional  trading  opportunities  pres 
themselves  when  options  are  d 
to  protect  futures  positions — a  s 
ject  that  will  have  to  wait  for 
other  column. 

Brokers  have  lots  of  descrip 
literature  that  would  help  fil 
some  of  the  gaps  I  had  to  leavi 
prudent  trader  would  make  sun 
or  she  understood  exactly  v 
commodity  option  trading  en' 
before  embarking  on  this  new  fil 
cial  venture.  ■ 
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We  doubled  our  audience  of  Senior  Executives 
in  European  companies  with  250-plus  employees  — 
An  increase  of  50%  over  1980. 


B 


NATION* 


audience  is  distributed 
throughout  Europe  — 
not  concentrated  in  one  country. 
And 

We  have  the  lowest  cost-per- reader— 
Both  black/white  and  4-color. 


1982  EUROPEAN  BUSINESSMAN  READERSHIP  SURVEY 


INCREASE 
'82  OVER '80 

BUSINESS  WEEK  INTERNATIONAL  50% 

ECONOMIST  5 
FINANCIAL  TIMES  7 
FORTUNE  8 
HARVARD  BUSINESS  REVIEW  11 
INTERNATIONAL  HERALD  TRIBUNE  5 
INTERNATIONAL  MANAGEMENT  18 
NEWSWEEK  INTERNATIONAL  39 
TIME  4 


L      Cost  efficiencies  based  on  full  page  '82  Europe  or  EX.  U.K.  edition  rates. 


'82  AUDIENCE 
TOTAL      EX.  U.K. 

COST  PER  READER 
BLACK/WHITE  4-COLOR 
TOTAL     EX.  U.K.  TOTAL  EX.  U.K. 

23,809 

16,790 
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17,240 
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.71 

.82 

.86 

12,417 
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.32 

.41 

.49 

.62 

16,985 

12,906 

.31 

.40 

.42 

.56 

6,310 

5,354 

3.30 

3.89 

7.73 

9.11 

21,970 

15,722 

.21 
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16,160 

12,707 

.47 
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The  worldwide  business  weekly 


Call: 

ATLANTA:  (404)  252-0626.  BOSTON:  (617)  262-1160,  CHICAGO:  (312)  751-3700,  CLEVELAND:  (216)  781-7000.  DALLAS:  (214)  742-1747.  DENVER:  (303)  625-6731,  DETROIT:  (313)  352-9760. 
HOUSTON:  (713)  462-0757,  LOS  ANGELES:  (213)  487-1160.  MINNEAPOLIS:  (612)  332-7425,  NEW  YORK:  (212)  997-6866,  PHILADELPHIA:  (215)  496-3800.  PITTSBURGH:  (412)  227-3640, 
ST.  LOUIS:  (314)  227-1600,  SAN  FRANCISCO:  (415)  362-4600,  STAMFORD:  (203)  359-2860,  WASHINGTON:  (202)  624-1265 
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REAL  ESTATE 

BUSINESS  OPPORTUNITIES         BUSINESS  OPPORTUNITIES 

COMPUTERS 

PRICE  REDUCED 
MONTANA  FARM 

20,000  deeded  acres  plus  12,000  acres 
of  state  and  federal  grazing  leases  make 
a  superb  combination  unit  in  good  year 
around  operating  country  only  45  miles 
from  Billings.  Over  2,400  acres  under 
pivot  irrigation  and  nearly  3,000  acres 
of  dryland  crop  combine  with  600  to 
1,000  animal  units  to  create  a  diver- 
sified agricultural  enterprise  of  sub- 
stantial magnitude.  Priced  at  $236  per 
deeded  acre  with  excellent  purchase 
terms. 

Contact  exclusive  agents  for  sellers: 

HALL  &  HALL,  INC. 

P.O.  Box  1924 
Billings.  MT  59103 
(406)  252-2155 
1-800-443-2781,  Ext.  P40-FR 


CAPE  COD,  Massachusetts 

Exquisite  3  +  bedroom  home  on  3.2 
ac.  with  400'  frontage  on  Pleasant  Bay. 
Privacy,  beautiful  views,  dock,  hand- 
somely decorated,  flawless  condition. 
Brochure  available.  Exclusive. 

Cotton 

john  cotton,  |r.  real  estate 
15  West  Bay  Rd.,  Osterville,  MA  02655 
(617)428-9115 


380-STALL  MOBILE  HOME 
PARK  in  growing  NE  Texas 
city.  Owner  states  $538,321  gross 
last  year!  75  acres,  2  pools, 
clubhouse,  grocery,  laundry. 
$2,600,000,  $800,000  down, 
owner  financing  at  10%  annual 
percentage  rate.  NEW  .  .  , 
FREE  .  .  .  FALL  CATALOG! 
Top  real  estate  values  coast  to 
coast!  Please  specify  type  prop- 
erty and  location  desired. 

UNITED  FARM  AGENCY, 

612-Y  W.  47th  St., 
K.C.,  Mo.  64112. 
Ph.  Toil-Free:  1-800-821-2599. 


TUCSON 

Rare  custom  homesite,  Catalina  Mtn  foot- 
hills. High  and  wide  views,  mtns. /city  All 
utilities  in/underground.  $58,000.  Terms. 
Cash  discount  Call  collect  for  info,  and 
appt.  to  inspect  Mr  Selders.  Property 
Director,  The  Estes  Co.  (602)  299-4949 
days,  (602)  297-1330  eves. 


BUSINESS  OPPORTUNITIES 

Established  businesses  located  west  of  the  Mississippi  for 
sale  by  owners.  Many  owner  financed.  All  price  ranges 
available.  Call  collect. 
Agricultural  &  Related  Businesses 
Food  Manufacturing  or  Processing 
Retail  &  Wholesale — Durable  Goods 

Personal  Services 
Transportation  &  Related  Businesses 
Lodging  &  Related  Businesses 
Repair  Services 
Amusement  &  Recreation  Businesses 
AFFILIATED  BUSINESS  CONSULTANTS 

Box  6339.  Dept.  F,  Co.  Spgs. ,  CO  80934 
(303)  630-8188,  Ext.  14 
No  fee  to  buyer  involved 


REAL  ESTATE 


NYC  Top  Hotel  Exclusive  Offer 

UNSURPASSABLE  COOP 

8  Rm  floor-thru  in  luxurious  Sherry 
Netherlands.  Overwhelmingly  beaut, 
vus  of  Central  Park  &  city  skyline  from 
hi  fir.  3  BR  suites,  Foyer,  spacious  Liv- 
ing/Din,  ultra-kit  marbles  baths,  Dress 
Rm  -  all  turn,  by  French  designer  Fran- 
cois Catroux.  Every  amenity  imagin- 
able. For  details:  Guida  de  Carvalhosa 
(212)  688-8700/Res:  628-8539. 
WM.  B.  MAY  CO.,  EST.  1866 


MAIL  ORDER  OPPORTUNITY 


Start  a  profitable  home  business  in 
America's  fastest  growing  industry 
—  growing  50%  faster  than  general  retail 
Nationally  known  authority  will  teach 
you  No  previous  experience:  no  product 
investment  required.  Work  full  or  part 
time  Write  for  free  book  about  mail  order 
opportunities,  case  histories,  plus  com- 
plete details  No  obligation 

Mail  Order  Associates 
Dept.  553,  Montvale.  NJ  07645 


MISCELLANEOUS 
FOR  SALE 


GENUINE  GEMSTONES 
AND  JEWELRY 

Free  wholesale  catalog. 
Satisfaction  guaranteed! 
Member  Jewelers 
Board  of  Trade. 
Chamber  of  Commerce 
HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE, 
KENTUCKY  42345 
TOLL  FREE  SERVICE 
1-800-626-8352 


OWN  YOUR  OWN 
MONEY  BUSINESS 

"BECOME  A  FINANCIAL  BROKER" 

Utilize  over  24,000  sources  of  capital. 
Clients  will  come  to  your  office  for 
Business  &  Venture  Capital  assistance. 

•  Average  request  $1.2  Million 

•  Average  finders  fee  5% 

$18,000  CASH  REQUIRED 
Creative  Capital  Corp. 
Mr.  Metz:  (213)  856-0100 


COMPLETE  LINE  OF 
INVESTMENT  QUALITY 
BRAZILIAN  GEMSTONES 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORATION 

u.s.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
Industria  De  Joias  Padua  LTDA. 
Belo  Horizonte,  Brazil 


 HOME  IMPORT  

MAIL  ORDER  BUSINESS 

Big  earnings  in  profitable  spare/full 
time  project  Deal  direct  with  over- 
seas suppliers  Newest  products  at 
fraction  U.S  cost.  Up  to  500% 
profit  No  product  investment 
Famous  world  trader  starts  you. 
Write:  Mellinger,  Dept.  R159B 
Woodland  Hills,  CA  91367 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A240  Forbes 
60  Fifth  Avenue 
New  York.  NY  10011 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 

*  Total  paid  circula- 
tion: 700,000 


*  186,000  serve  on 
their  companies' 
board  of  directors 


*  336,000  are  in  top 
management  positions 


*  236,000  serve  on 
boards  of  one  or 
more  companies 

*  Average  household 
income:  $93,000 


*  685,000  own 
securities.  Average 
value:  $473,000 

*  Average  net  worth: 
$724,000 


INDUSTRIE 

10% -15%  DISCOU 
X  OR  MORE  M 


ON  ALL  NEW  TRS-80  BY  Hit  I 

Brand  New  in  Cartons  Delivered  Sal 
Sales  Tax  Texas  Residents  Add  Only  5 1 
Tax  Open  Mon -Sat  9-6  We  pay  frel 
insurance  No  extra  charge  for  Mastel 
Visa  Call  us  for  a  Reference  Farmel 
Bank  Brooksfiire,  Texas 

ORDER  MODEL  16  TODAY 
Orders:  1-800-231-3680 
22511  Katy  Fwy. 
Katy  (Houston),  Texas  77450 
Questions  &  Inq  ?  1-713-392-074 
I  1980,  Marymac  Industries.  Irw 
Ed  or  Joe  McManus 
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WANTED  TO  BUY 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


MANUFACTURERS 


Sell  us  your  frozen  assets. 
We  buy  complete  manufacturing 
facilities  including  machinery, 

equipment  &  inventory. 
40  years  experience  in  all  types  of 
liquidations.  Size  no  object. 

Cash  on  closing. 
References  can  be  supplied 
from  major  corporations. 


LOESER  INDUSTRIES 
(203)259-1600 


BUSINESS 
PRODUCTS  AND  SERVICES 


THINKING  ABOUT  A  SMALL 
BUSINESS  COMPUTER? 

Save  valuable  time.  Avoid  costly  mis- 
takes. Learn  how  to  evaluate  micro-com- 
puters in  terms  of  your  own  needs.  Make 
your  first  computer  purchase  the  right 
one!  Prepare  yourself  easily,  quickly 
with  help  of  our  special  report.  It  con- 
tains a  checklist  of  features  to  look  for 
and  step-by-step  procedures  for  analyz- 
ing your  needs.  Includes  review  of  best 
current  publications  on  personal  com- 
puters for  business.  Before  you  look  at  a 
computer,  send  $4  for  our  latest  report 
Berlin  Research  Corp. 
1120  Walnut,  Suite  101 
San  Luis  Obispo,  CA  93401 


COURSES  SEMINARS 
TRAINING  PROGRAMS 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept  21B       35  N.Craig  Ave 
Pasadena,  CA  91 107 


TRAVEL 


Cruise  beautiful  French  canals 
on  hotelboat!  Superb  French 
cuisine  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villages  and  chateaus  In- 
dividuals or  charter  group  (max- 
imum-12)  Paris  pickup  HORI- 
ZON. 215  N  75th.  Belleville,  IL 
62223  800-851-3448 


Mampicn  Mail,  £td. 


THE  EXECUTIVE  COLLECTION 
Hampton  Hall  Ltd.,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  tie  and  scarf  for  your  company,  or  school.  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection.  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write:  (min  orHer  150  units) 

HAMPTON  HALL  LTD.,  51  East  42nd  St.,  N.Y.,  N.Y.  10017  (212)  687-6810  Dept.  KB-il 


HEWLETT-PACKARD  •  APPLE 
ATARI  •  TEXAS  INSTRUMENTS 
COMMODORE  calculators  and 
computers— Apple48K  +  $1069— 
DD  w/controller  $499— Disc  2  $449. 
•Commodore  Vic  20  $197— Super 
64K  computer  $595— 'Atari  400- 
16KS199— *TI99/4A$199— *TI59 
$104— PC  100C 149- -Mattel  Intel- 
livision  $1 79— Atari  800-48K  $779. 
800-16K  $699-HP  41CV 
$238-HP41C  $189  HP 
computers— call  for  thousands  of 
items  for  sale  at  great  prices 
'Special  promotions  — may  in- 
clude mfg  rebate  plans— call  or 
write  for  info. 

OSC,  PO  Box  74545,  LA  Cal 
90004-800-421-8045  or  213-739- 
1130  in  California 800-252-2153 


COASTAL  EXPRESS  CATERERS 

A  network  of  gourmet  shops  throughout 
the  U.S.  enables  you  to  send  gifts  of 
fresh  food  to  your  out  of  town  clients. 
From  gourmet  gift  baskets  to  pastries, 
everything  is  prepared  and  delivered 
in  your  recipients  city. 
Corporate  Accounts  welcome. 
800-243-7466,  (203)  523-4021 


ART  &  ANTIQUES 


AMERICAN  INDIAN  ART 

Beadwork  and  Artifacts  from  $50  to 
$50,000  Sculpture  bv  La  Fontaine  from 
$850  to  $4,500  Prints  and  Posters  from 
$25  to  $5.000— Gorman,  Pena, 
Scholder,  Nieto,  Fonseca  Contact: 

WESTWOOD  GALLERIES 
5025  SW  Corhett,  Port,  OR,  97201 
Phone  800-547-3179  or  503-224-5372 
Catalogue  $5.00   


CapitalistTooT 


one  out  of  every  7  FORBES 
subscribers  is  a  millionaire 


Now  choose  from  100%  Cotton  or 
60/40  "Easy  Care" 

Our  Alternative  To  $27. 
Button  Down  Shirts 


$|7<so 


Finest  traditional  design  and  tailoring  Seven  but- 
ton front,  placket  sleeve,  lett  breast  pocket,  double 
reinforced  side  seams  and  sleeves  Long  sleeves  or 
short  sleeves  100%  cotton  oxford  cloth  or  "Easy 
Care  60%  cotton/40%  polyester  Blue,  white,  or  yel- 
low Sizes  14Va-17Vj/32-36 


I    OXFORD  CLOTH 
TAPE  STRIPE 

Basic  oxford  tape  stripe.  Finest  traditional  design 
and  tailoring  Blue  stripe  or  burgundy  stripe  Pure 
cotton  or  60%  cotton/40%  polyester  Long  sleeves 
Sizes  14V2-17V4/32-36 


Monogram  Available 


Huntington  (Ciothtera  CPP| 

2258  E  MAIN  ST  •  COLUMBUS.  OHIO  43209 
Order  Toll  Free  300-848  6203  Ohio  614-237-5695 

Please  send  me  the  following  button-down  shirts 
Add  $2.50  for  ship  &  ins  regardless  of  quantity 
Add  $3  00  ea  tor  monogramming  Ohio  res  add 
5V2%  sales  tax 

I  prefer:  □  100%  Cotton  □  60/40  Easy  Care 

Oxf  Lg  SI  t  White  _1_  Blue  Yellow 

NeckiSleeve    CnY  Qtv  Oty 

_  Yel 
Burg 


Neekisi«eve 
Oxf  Sh  Slv  (cot. only) 
Oxt  Stripe  ' 


Ort) 


-  Blue  . 


Oty 


NeckSieeve 

Monogram  (Left  Cuft)  @  $3  00  ea  

□  Pers  Ck  Mstr  Chg       □  Visa      7j  Am  Exp 

Card  No   

Exp  Date  Mstr  Chg  Bank  No  

Name  i  
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City  _ 
\Z.p   
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."    Items  from  past  issues  of  Forbes 


BIG-SIX  SEDAN  (Special)  $9  ACA 

Completely  equipped  as  illustrated  \j  — /  \J 


lebaker's  top-ofthe-line  model  for  1923 


cty  years  ago  in  Forbes 

m  the  issue  of  November  11,  1922) 

e  been  visiting  the  principal  auto- 
?ile  manufacturing  cities  and  have 
hed  this  very  definite  conclusion: 
rin  a  few  years  America  will  have  only 
w  automobile  companies.  The  next 
or  three  years  will  determine 
ch  companies  are  to  come  to  the 
it  and  form  the  nucleus  for  gigan- 
( combinations  and  which  compa- 
i  will  either  go  by  the  board  or  be 
llowed  up  by  the  fittest  survivors, 
hing  else  can  occur." 

— Editor  B.C.  Forbes 

uproved  conditions  and  increased 
1  oloyment,  with  almost  no  men 
Icing  work,  obtain  in  virtually  all 
:  10ns  of  the  United  States.  Indus- 
Ill  plants  are  short  of  help.  Only  a 
nrt  time  ago  they  were  turning 
_ly  applicants  who  were  willing  to 
I  :pt  any  kind  of  a  job  at  wages  con- 
jrably  below  those  now  prevailing. 
I  istrial  wages  are  today  98%  above 
pre-war  level  and  the  general  price 
1  is  53%  above.  So  acute  is  the 
Nation  resulting  from  the  shortage 
ommon  labor  in  steel  mills  that 
ators  of  big  steel  concerns  in 
Pittsburgh- Youngstown-Wheel- 
|l district  have  advanced  the  wages 
!  that  class  of  labor  10%." 

!mier  Facta  and  his  entire  minis- 
bj'esigned,  following  the  hostile  at- 
H de  of  the  Fascisti  (Nationalists) 
Inst  it  and  the  ordering  by  the  Fa- 
■ti  of  a  general  mobilization  of 
ii|r  forces  throughout  the  country. 
'Into  Mussolini,  leader  of  the  Fasci- 
:  has  been  invited  by  King  Victor 


Emmanuel  to  form  a  new  cabinet. 
With  the  exception  of  a  small  minor- 
ity, all  agree  that  Mussolini  is  the 
arbiter  of  the  situation  and  must  as- 
sume full  power  and  the  responsibil- 
ity of  carrying  out  the  program  for 
which  the  Fascisti  have  fought." 

Fifty  years  ago 

(November  15,  1932) 

"Broadly  speaking,  competition  in 

raising  tariff  walls  throughout  the 
world  is  going  to  extremes.  Some  need 
razing;  others,  raising.  Why,  for  exam- 
ple, should  the  United  States  permit 
cheap,  inferior  Japanese  electric  lamps 
to  close  factories  here  when,  admitted- 
ly, American  factories  are  the  most 
efficient  in  the  world?  Why  should 
federal,  state  or  municipal  construc- 
tion, paid  for  by  American  taxpayers, 
use  foreign  steel  when  that  product 
admittedly  is  manufactured  efficient- 
ly at  home?  Why  should  Orientals, 
Sovietists  or  others  paid  a  miserable 
pittance  be  allowed  to  take  bread  from 
the  mouths  of  American  wage-earners 
in  times  like  these  when  we  haven't 
enough  work  to  go  round?" 

What  a  sign  of  the  times!  Here  was 
B.C.  Forbes,  the  arch-proponent  of 
world  trade,  for  15  years  the  author  of 
uncounted  eloquent  attacks  on  the 
idiocy  of  a  series  of  U.S.  protective 
tariffs,  suddenly  turned  into  a  selec- 
tive protectionist.  His  mind  had  been 
changed  by  the  grinding  pressure  of 
the  Depression.  Nor  has  the  world 
changed  so  much  since  then — witness 
the  current  mounting  pressure  to  re- 
quire a  large  U.S.  content  in  imported 
foreign  cars.  Truly,  it  makes  a  differ- 
ence whose  ox  is  gored. 


"Every  executive,  no  matter  what  the 
title  he  holds,  would  do  well  periodi- 
cally to  close  up  his  desk  and  go  out  in 
the  field  and  contact  the  salesmen  and 
their  customers.  Executives  of  our 
company  have  done  it  with  excellent 
results;  so  have  others.  The  man  who 
is  out  of x  touch  with  happenings  on 
the  firing  line  has  less  to  contribute  to 
his  company's  progress  than  the  man 
who  knows  what  is  going  on  at  the 
front.  .  .  .  Direct,  personal  experience 
with  the  salesmen  is  needed  to  round 
out  an  executive's  usefulness." 
— IBM  President  Thomas  J.  Watson 
Tom  Watson  Sr.  also  imparted  the 
sales  gospel  to  his  own  family.  When 
young  Tom  came  back  from  five  years 
in  the  Air  Force  in  World  War  II,  he 
brought  with  him  the  priceless  con- 
viction (soon  shared  by  his  father)  that 
electronics  was  the  only  future  worth 
following.  But  the  son's  first  job  after 
graduation  was  in  one  of  the  com- 
pany's roughest  sales  territories, 
where  no  previous  salesman  had  ever 
made  his  quota;  young  Tom  made  it 
twice  over.  It  was  that  combination  of 
vision  and  practicality  that  led  to  the 
award  (see picture  below)  made  25  years 
after  the  senior  Watson  had  sung  the 
salesman's  praise  in  Forbes. 

Twenty-five  years  ago 

(November  15.  1957) 


At  Forbes'  40th  anniversary  banquet 
honoring  top  U.S.  businessmen,  Formes 
founder's  son  Bruce  C.  Forbes  salutes 
Thomas  Watson  Jr ,  son  of  IBM's  founder 

"Another  of  Robert  R.  Young's  large- 
scale  ideas  for  revitalizing  the  rail- 
roads moved  a  step  closer  to  realiza- 
tion last  month.  The  Pennsylvania's 
James  M.  Symes  and  the  New  York 
Central's  Alfred  E.  Perlman  an- 
nounced they  were  looking  into  the 
possibility  of  undertaking  what  on  pa- 
per looked  like  the  biggest  corporate 
merger  in  history." 
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Nobody  likes  to  think, 
and  seldom  does  unless 
he's  paid  for  it. 
William  Feather 


Wit  consists  in  knowing  the 
resemblance  of  things  that 
differ  and  the  difference  of 
things  which  are  alike. 
Germaine  de  Stael 


Thought  breeds  thought. 
It  grows  under  your  hands. 
Henry  David  Thoreau 


I  suppose  you  could  never 
prove  to  the  mind  of  the 
most  ingenious  mollusk, 
that  such  a  creature  as 
a  whale  could  exist. 
Ralph  Waldo  Emerson 


We  must  always  think  about 
things,  and  we  must  think 
about  things  as  they  are, 
not  as  they  are  said  to  be. 
George  Bernard  Shaw 


Irrationally  held  truths 
may  be  more  harmful  than 
reasoned  errors. 
Thomas  H.  Huxley 


Nothing  is,  but  thinking 
makes  it  so. 
William  Shakespeare 


They  who  have  read  about 
everything  are  thought  to 
understand  everything  too, 
but  it  is  not  always  SO; 
reading  furnishes  the  mind 
only  with  materials  of 
knowledge;  it  is  thinking 
that  makes  what  we  read  ours 
William  Ellery  Channing 


The  mind  is  a  storage  tank 
with  limited  capacity.  It's 
your  choice  to  fill  it  up 
with  important  facts, 
trivia,  or  leave  it  empty. 
Robert  Half 


Thoughts 

on  the  Business  of  Life 


Most  of  those  who  have 
nothing  on  their  minds 
have  nothing  in  them. 
Shraga  Silverstein 


Runs  a  trite  saying:  "We 
are  the  sum  of  all  our 
thoughts. "  A  man  s  real 
worth  is  the  quality,  the 
value  of  his  thoughts, 
his  mind  Real  riches  are 
possessed,  inside.  Mental 
riches  cannot  be  gathered, 
cannot  he  garnered  without 
effort,  without  brain-sweat, 
without  stern  exertion 
B.C.  Forbes 


Man  is  not  what  he  thinks  he 
is,  but  what  he  thinks,  he  is. 
Elbert  Hubbard 


It  is  a  golden  rule  not 
to  judge  men  by  their 
opinions  but  rather  by  what 
their  opinions  make  of  them. 
Georg  C.  Lichtenberg 


The  glow  of  one  warm  thought 
is  to  me  worth  more  than  money. 
Thomas  Jefferson 


It's  what  we  value, 
not  what  we  have,  that 
makes  us  rich. 
J.  Harold  Smith 


A  man  doubtful  of  his  dinner, 
or  trembling  at  a  creditor, 
is  not  much  disposed  to 
abstracted  meditation,  or 
remote  inquiries. 
Samuel  Johnson 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Add  appropriate  sales  tax  on  New 
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If  the  ear  listens, 
the  mind  grows. 
Frank  Tyger 


Tell  me  to  what  you  pay 
attention  and  I  will  tell 
you  who  you  are. 
Jose  Ortega  y  Gasset 


The  man  who  does  not  do 
his  own  thinking  is  a 
slave,  and  a  traitor  to 
himself  and  his  fellowmen. 
Robert  Ingersoll 


I  care  about  truth  not  for 
truth's  sake,  but  for  my  own. 
Samuel  Butler 


A  Text . . . 

He  that  worketh  deceit 
shall  not  dwell  within 
my  house:  he  that  telleth 
lies  shall  not  tarn'  in 
my  sight. 
Psalm  101:7 
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What's  your  favorite  text?  The  Forbes  Sc 
book  of  Thoughts  on  the  Business  of  Lil 
presented  to  senders  of  texts  used. 


We  play  gladly  and  think 
gladly  because  in  these 
activities  we  feel  ourselves 
masters  of  the  situation: 
The  space  of  play  and  the 
space  of  thought  are  the 
two  theaters  of  freedom. 

EUGEN  ROSENSTOCK-HUESSY 


Thinking  without  constructive 
action  becomes  a  disease. 
Henry  Ford 
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Nobody  likes  to  think, 
and  seldom  does  unless 
he's  paid  for  it. 
William  Feather 


Wit  consists  in  knowing  the 
resemblance  of  things  that 
differ  and  the  difference  of 
things  which  are  alike. 
Germaine  de  Stael 


Thought  breeds  thought. 
It  grows  under  your  hands. 
Henry  David  Thoreau 


I  suppose  you  could  never 
prove  to  tbe  mind  of  the 
most  ingenious  mollusk, 
that  such  a  creature  as 
a  whale  could  exist. 
Ralph  Waldo  Emerson 
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about  things  as  they  are, 
not  as  they  are  said  to  be. 
George  Bernard  Shaw 


Irrationally  held  truths 
may  be  more  harmful  than 
reasoned  errors. 
Thomas  H.  Huxley 


Nothing  is,  but  thinking 
makes  it  so. 
William  Shakespeare 


They  who  have  read  about 
everything  are  thought  to 
understand  everything  too, 
but  it  is  not  always  so; 
reading  furnishes  the  mind 
only  with  materials  of 
knowledge;  it  is  thinking 
that  makes  what  we  read  ours 
William  Ellery  Channing 


The  mind  is  a  storage  tank 
with  limited  capacity.  It's 
your  choice  to  fill  it  up 
with  important  facts, 
trivia,  or  leave  it  empty. 
Robert  Half 


Thoughts 
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Most  of  those  who  have 
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have  nothing  in  them. 
Shraga  Silverstein 
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thoughts.  "A  man's  real 
n  orth  is  the  quality,  the 
value  of  his  thoughts, 
his  mind.  Real  riches  are 
possessed  inside  Mental 
riches  cannot  he  gathered, 
cannot  be  garnered  without 
effort,  without  brain-sweat, 
without  stern  exertion 
B.C.  Forbes 


Man  is  not  what  he  thinks  he 
is,  but  what  he  thinks,  he  is. 
Elbert  Hubbard 


It  is  a  golden  rule  not 
to  judge  men  by  their 
opinions  but  rather  by  what 
their  opinions  make  of  them. 
Georg  C.  Lightenberg 


The  glow  of  one  warm  thought 
is  to  me  worth  more  than  money. 
Thomas  Jefferson 


It's  what  we  value, 
not  what  we  have,  that 
makes  us  rich. 
J.  Harold  Smith 
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is  not  much  disposed  to 
abstracted  meditation,  or 
remote  inquiries. 
Samuel  Johnson 
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Where  electronic  banking  brings  you  timely 
information  in  virtually  no  time  at  all. 


From  cash  management  to  infor' 
mation  management,  the  Citi  of 
Tomorrow  brings  unprecedented  speed 
and  accuracy  to  your  company's 
operations. 

For  example,  in  the  time  it  takes  to 
read  this  line,  electronic  banking 
can  speed  funds  transfer  instructions 
from  New  York  to  Tokyo.  Or  anywhere 
else.  At  any  time. 

The  secret?  The  largest  financial 


telecommunications  network  of  any 
bank  anywhere.  Including  over  2,300 
worldwide  offices  and  our  own 
communications  satellite  channels. 

For  a  fact-filled  electronic  banking 
brochure,  call  your  local  Citibanker 
or  write. to:  Citibank,  Electronic 
Banking,  399  Park  Avenue,  New  York 
NY  10043 
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"Our  performance 
has  improved 
significantly 
since  we  took 
the  Dale  Carnegie 
Management  Seminar. 

And  our  productivity 
proves  it!" 


"We  had  made  dramatic  progress  at  our  plant  for 
about  two  years  but  then  reached  a  plateau.  And  the  Dale 
Carnegie  Management  Seminar  helped  us  get  moving 
upward  again! 

"Several  of  our  first-line  plant  supervisors  went  through 
the  Seminar  initially.  And  when  I  saw  the  results,  I 
decided  to  take  it  myself .  .  .  then  to  have  our  customer 
service  and  accounting  managers  take  it.  Ultimately,  I 
decided  to  include  our  sales  managers  as  well. 

"It  helped  us  to  revitalize  our  entire  operation!" 

"The  Seminar  really  stimulated  our  enthusiasm.  It  was 
lively  and  challenging.  And  it  was  based  on  good  sound 
principles  of  management  —  not  gimmicks.  It  followed 
through  by  giving  us  practical  tools  that  help  us  implement 
the  principles  and  measure  the  results.  I  believe  that's 
why  this  Seminar  enabled  us  to  increase  our  effectiveness 
so  impressively. 
"It  emphasized  the  benefits  of  goal-oriented  manage- 
ent.  And  it  stressed  the  direct  relationship  between 
ositive  human  input  and  the  success  of  any  management 
lan.  Now  all  our  managers  are  contributing  greater  input 
nd  the  goals  have  become  ours  —  not  just  'mine'. 

'We  learned  to  use  our  time  even  more  effectively." 

"The  Dale  Carnegie  Management  Seminar  helped  me 
mprove  my  ability  to  delegate  effectively,  which  leaves 
ore  of  my  time  available  for  other  important  duties  that  I 
lust  handle  personally.  And  it  helped  me  to  increase  my 
communication  skills,  as  well  as  my  ability  to  motivate 
subordinates. 

"The  Seminar  also  gave  my  managers  greater  problem- 


Mr.  N.  A.  "Norm"  England,  General  Manager 
Olympia  Container  Plant,  Packaging  Division 
Georgia  Pacific  Corp.  -  Olympia,  Washington 

solving  expertise  —  more  skill  in  analyzing  problems  and 
evaluating  all  the  possible  solutions  to  determine  the  one 
that  is  most  workable.  Now  when  they  come  to  my  office 
to  discuss  a  problem,  they're  much  more  likely  to  have  a 
solution  already  in  mind.  That  saves  time  for  all  of  us! 

"And  it's  made  our  attitudes  more  positive  than  ever." 

"Our  participation  in  this  Seminar  created  a  greater 
team  spirit,  gave  us  common  tools  to  work  with,  a 
common  language  and  an  attitude  of  sharing  goals.  The 
increased  interest  and  cooperation  it  inspired  are 
especially  obvious  at  our  monthly  meetings.  Because 
now  we're  putting  more  emphasis  on  discussing  workable 
ways  to  get  things  done  rather  than  focusing  on  obstacles 
that  might  exist. 

"Overall,  the  Dale  Carnegie  Management  Seminar 
helped  us  realize  what  tremendous  benefits  an  organiza- 
tion can  enjoy  simply  by  better  development  of  its  human 
resources!  And  it  resulted  in  improved  performance  and 
increased  productivity,  as  well  as  greater  job  satisfaction, 
for  all  of  us  here  at  Georgia  Pacific." 

Find  out  how  the  Dale  Carnegie  Management  Seminar 
can  help  managers  perform  more  effectively  and  work 
more  productively.  For  a  copy  of  our  quick-reading 
brochure,  call  toll-free  (800)  231-5800.  In  Texas,  call 
(800)  392-2424.  Or  write  directly  to  the  address  below. 

DALE  CARNEGIE 
&  ASSOCIATES.  INC. 

SUITE  No.  21 1 2F  •  7047  REGENCY  SQUARE  BLVD.  •  HOUSTON,  TEXAS  77036 
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HOCESSMG. 

Based  on  a  combination  of  price,  performance  and  reliability  compare  our 
isic  EXXON  510  word  processor  with  entry-level  processors  from  the  leading 
)mpetitors,  IBM  and  Wang. 

VALUE  IN  PRICE/PERFORMANCE 

First,  the  EXXON  510  word  processor  has  function  and  performance  features 
e  others  charge  extra  for,  if  they  have  them. 

VALUE  IN  RELIABILITY 

Second,  our  word  processors  are  reliable.  In  a  recent,  independent  study,  users 
ted  our  processor  as  oeing  more  reliable. 

VALUE  IN  TECHNOLOGY 

Third,  our  word  processors  are,  and  will  remain,  the  core  of  your  office 
tomation. 

Coming  from  our  research  and  development  is  a  whole  new  line  of  versatile 
ripherals,  like  quiet  image  printers,  that  have  plug-in  compatibility  with  our 
isting  processors.  And  true  systems,  designed  around  these  products,  that  can 
:  installed  with  little  disruption  at  minimum  cost,  r  "> 

i  lich  automate  all  your  office  needs:  word  and 

cj  ta  processing  and  communications. 

I  CONSIDER  US 

b1  But  we're  more  than  machines  and  systems, 
ft:  the  research  and  development  spending  of 
Sixon  Office  Systems  goes  into  office  automation, 
ft  d  we  have  one  of  the  largest  sales  and  service 
U:  ;anizations  in  the  country. 

We  don't  say  you  have  to  buy  us.  But  you  have 
I  consider  us.  Not  to  would  be  a  major  mistake. 

For  the  office  of  tomorrow,  call  or  write  today. 

HATS  RIGHT! 


Exxon  Office  Systems  FRB  1 1 

RO.  Box  10184.  Stamford.  CT  06904 

I'd  like  to  know  more  about  the  EXXON  500 
Series  word  processor.  I'd  like  a  demonstra- 
tion. Have  your  representative  call. 
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Company  

Address  

City  State  Zip  

Telephone  

800-327-6666. 

IN  CONNECTICUT,  800-942-2525. 
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Whatever  happened  to  Akron? 

Is  it  a  depression?  Or  a  recession?  To  a  steel,  auto  or  construction 
worker  it  is  close  to  being  a  depression.  Yet,  overall,  the  economy  is 
remarkably  resilient,  with  GNP  and  disposable  income  holding  up 
well,  and,  thanks  to  declining  inflation,  the  90%  of  the  work  force  still 
employed  is  faring  well.  How  to  explain  the  paradox?  America's  three 
biggest  industries  collapse  and  yet  there  is  no  domino  effect  on  the  rest 
of  the  economy.  In  our  cover  sto- 
ry, "The  molting  of  America," 
Executive  Editor  Jim  Cook  comes 
up  with  a  startling  explanation: 
The  decline  of  our  steel  and  au- 
tos — the  older  smokestack  indus- 
tries— is  less  a  consequence  of 
American  incompetence  and  high 
labor  costs  than  of  the  inexorable 
march  of  technology.  Some  in- 
dustries are  dying  because  they 
are  no  longer  needed.  Out  of  their 
decay,  new  ones  are  being  born.  In 
the  course  of  doing  the  story, 
Cook  sent  a  reporter  to  Akron,  a 
city  that  has  seen  its  traditional 
tire  industry  vanish.  Akron  is 
devastated?  Not  at  all.  It  has  a  The  cover  subjects  (from  left):  Thom- 
new  lease  on  life.  Cook,  in  short,  as  Edison,  Henry  Ford,  Andrew  Car- 
has  written  an  optimistic  story,  negie,  J. P.  Morgan,  John  L.  Lewis, 
albeit  one  with  some  sad  corol-  Alexander  Bell 
laries.  It  begins  on  page  161.   

Welcome  back,  Ann  Brown 

Missing  from  our  pages  for  several  months  because  of  illness,  Ann 
Brown  returns  in  this  issue  with  her  nondogmatic,  sensible  com- 
ments on  the  stock  market.  See  page  260. 

Shoeshine  boy 

In  this  issue  we're  running  the  latest  earnings  estimates  for  1983  as 
tabulated  by  the  Institutional  Brokers  Estimate  System  and  put  to- 
gether by  Associate  Editor  Steve  Kichen.  If  the  analysts  are  right,  the 
recession  is  over,  but  the  recovery  is  going  to  be  slow  and  undramatic. 
See  page  120. 

Speaking  of  stocks,  some  of  Wall  Street's  real  geniuses  have  paid 
less  attention  to  earnings  projections  than  to  common  sense.  Take  the 
late  Joseph  P.  Kennedy.  He  sold  his  stocks  just  before  the  crash  of 
1929.  What  prompted  him?  His  shoeshine  boy  was  giving  him  market 
tips.  Sure  sign  of  the  top,  old  Joe  concluded.  Just  for  the  fun  of  it  Senior 
Editor  Harold  Seneker  searched  out  the  shoeshine  boy.  Now  75  and 
still  shining  shoes,  Pat  Bologna  is  still  handing  out  tips,  and  he  has 
some  sensible — and  quite  bullish — things  to  say  about  today's  stock 
market  and  economy.  See  page  45. 
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taste  ot  Windsor  over  V.U.— 57%  to  43%. 
If  you're  a  Windsor  drinker,  that  will 
le  as  no  surprise.  But  if  you're  not,  try 

tastf*  r»f  Windsor  and  find  mif  fcsr  vraitv 


And  you  certainly  can't  beat  the  price. 

WINDSOR^ 

ONE  CANADIAN  STANDS  ALONE 


con 
the., 
self  why  it's  the  Car 

n't  Kpat  f 


CANADIAN  WHISKY-A  BLEND  •  80  PROOF  •  IMPORTED  AND  BOTTLED  BY  THE  WINDSOR  DISTILLERY  COMPANY  NEW  YORK  N  Y  ©1982  NATIONAL  DISTILLERS  PRODUCTS  CO 


Why  the  blue  box  became 

a  bluer  chip 


On  August  30th,  American  Express*  became  one  of 
the  30  companies  that  make  up  the  Dow  Jones  Industrial  Index 

It  is  a  sign  of  the  times. 


Quietly,  smoothly  and  nearly 
without  notice,  a  new  industry 
has  emerged:  it  is  the  financial 
services  industry.  Like  natural  evolution  it 
has  been  simple,  inevitable  and  born  out  of 
need.  It  is  consumer  driven. 

It  is  an  industry  without  fire  and  turbines 
and  smokestacks  because  its  main  focus  is 
the  management  of  financial  assets. 

Its  product  is  information. 


Information  has  become  the  fuel  that  drives 
the  economy  of  America.  But  the  fuel  tank  is 
reduced  to  the  dimension  of  a  264K  chip. 

The  financial  services  industry  is  new  but 
already  so  large  and  full  of  future  that  one  is 
staggered. 

One  company  has  been  recognized  as  a 
leader:  American  Express.  There  are 
reasons. 


Just  since  you  began  reading  this, 
American  Express  has  quietly  man- 
aged to  process  billions  of  separate 
i  pieces  of  information  that  fuel  travel  and 
financial  transactions. 

Information  that  charges  airline  tickets, 
hotel  rooms,  dining  out,  the  newest  fashions 
and  even  figures  mailing  costs  for  a  travel 
magazine;  information  that  grows  money 
funds,  buys  and  sells  equities  and  manages 
mergers;  information  that  pays  life  insur- 
ance annuities,  figures  pricing  for  collision 
coverage  and  creates  and  pays  mortgages. 

And  it  has  also  processed  information  that 
schedules  entertainment  on  cable  television 
and  electronically  guards  houses;  informa- 
tion that  changes  kroners  into  guilders,  fig- 
ures tax  rates  in  Bermuda  and  helps  put 
ifinancing  together  for  the  ebb  and  flow  of 
world  trade. 

It  is  a  Sign  of 
The  Future 

magine  what  will  happen  when 
American  Express  puts  all  this  infor- 
mation together  for  individual  and 
orporate  consumers  in  a  marketing  service 
/ith  a  variety  of  choices  for  them;  when  a 


business  of  personal  service  further  har- 
nesses the  power  of  high  technology. 

Imagine  our  customers  using  one  Card  to 
shop,  make  travel  arrangements,  pay  the 
mortgage,  buy  and  sell  stock,  transfer  assets 
for  maximum  appreciation  and  access 
savings. 

Now  imagine  a  little  further  into  the  future 
as  American  Express  customers  use  their 
Card  and  their  interactive  television  set  to 
make  almost  every  financial  transaction 
imaginable,  as  well  as  using  the  set  to  enter- 
tain them  and  keep  their  house  secure. 

Few  will  leave  home  without  us. 

All  of  these  things  will  be  done 
through  a  company  that  realizes 
L  it  doesn't  just  handle  billions  of 
transactions,  but  delivers  personal  service  to 
individuals.  One  by  one. 

Think  of  the  growth  it  portends. 

American  Express  is  very  proud  to  have 
been  recognized  by  the  DJI  for  being  in  the 
right  place  at  the  right  time. 

We  are  proud  that  our  blue  box  has  become 
a  bluer  chip. 


•  American  Express  Company 
•  Fireman's  Fund  Insurance  Companies  •  Travel  Related  Services  Group 
Shearson/American  Express  family  of  companies  •  American  Express  International  Banking  Corporation 
•  Warner  Amex  cable  services  (jointly  owned  by  the  American  Express  Company 
and  Warner  Communications,  Inc.) 


Trends 


Trouble  in  paradise 

Kremlin-watchers  report  that  Mos- 
cow's powers-that-be  are  outraged  by 
a  "mindless  bowing  to  foreign  labels" 
that  has  sparked  a  craze  among  young 
Russians  for  designer  jeans  (many  pi- 
rated) and  stenciled  T-shirts.  The 
Washington-based  Advanced  Interna- 
tional Studies  Institute,  a  group  of 
former  U.S.  diplomats  who  served  in 
Russia,  says  the  fad  has  prompted  un- 


derground factories  to  make  big-name 
jeans,  which  sell  for  about  $15.  (One 
plant  is  supposed  to  be  making  $7,500 
a  month.)  The  Young  Communist 
League's  official  newspaper,  Komso- 
molskaia  Pravda,  calls  the  fad  "danger- 
ously prevalent."  The  paper  was  espe- 
cially upset  over  T-shirts  displaying 
"clearly  political,  anti-Soviet  or  oth- 
erwise offensive  slogans,  in  English." 
Sample  shockers:  a  shirt  reading  "I 
want  a  man";  a  second  proclaiming 
"Let's  march  on  the  East." 


A  new  tax  tangle 

As  if  paying  quarterly  estimated  taxes 
wasn't  hard  enough,  the  IRS  has  qui- 
etly proposed  making  it  more  diffi- 
cult. Rather  than  mailing  quarterly 
checks  to  a  regional  IRS  center,  as  was 
past  custom,  a  new  rule  would  make 
taxpayers  fork  over  funds  to  Uncle 
Sam  via  a  Federal  Reserve  Bank  or  an 
"authorized"  commercial  bank.  The 
Fed  will  take  personal  checks,  but 
banks  will  not  be  required  to  accept 
them.  Cash  or  postal  money  orders 
would  clear  the  tab,  but  only  with  a 
computerized  card  from  the  IRS  to 
"facilitate"  payment.  IRS  Commis- 
sioner Roscoe  Egger  claims  the  new 
system  would  speed  quarterly  checks 
into  the  banks.  (Regional  IRS  employ- 


ees now  take  two  weeks  to  process 
them.)  But  bankers  and  accountants 
are  up  in  arms.  "Banks  should  not  -be 
forced  to  become  tax  collectors,"  says 
Jack  Berkley,  president  of  Stockton 
National  Bank  in  Stockton,  Kans. 
"It's  the  government's  business  to 
collect  taxes."  The  American  Bank- 
ers' Association  agrees,  noting  that 
banks  are  already  being  asked  to  col- 
lect withholding  taxes  on  interest  and 
dividends.  The  American  Institute  of 


Certified  Public  Accountants  says  the 
system  could  "decrease  taxpayer 
compliance  and  increase  hardship." 
But  the  naysayers  are  not  likely  to 
win.  The  proposal  is  awaiting  final 
approval  from  the  Treasury  and  could 
go  into  effect  April  15,  1983. 


The  national  newspapers 

With  the  Washington  Post  getting  into 
the  act  with  a  tabloid  weekly,  the 
number  of  newspapers  trying  to  be- 
come national  publications  is  up  to 
three  (not  counting  the  Wall  Street 
Journal,  which  is  in  a  class  by  itself). 
The  New  York  Times,  which  tried  and 
failed  with  a  western  edition  20  years 
ago,  is  doing  better  with  a  three-plant 
operation  in  Chicago,  Los  Angeles 
and  Lakeland,  Fla.  Starting  in  Chicago 
in  1980,  the  Times  now  sells  105,000 
papers  a  day:  53,000  in  the  Midwest, 
25,000  in  Florida  and  27,000  on  the 
West  Coast;  Sunday  sales  (at  $2.50  a 
copy)  are  up  to  200,000.  (The  New 
York  edition  delivers  962,000  daily, 
1,530,000  Sundays.)  Gannett  is  mov- 
ing much  faster  with  its  new  USA 
Today.  Using  what  Executive  Vice 
President  Vince  Spezzano  calls  "mar- 
ket clusters,"  the  paper  sells  almost 
222,000  copies  daily  in  Washington, 
Baltimore,  Atlanta,  Mmneapolis-St. 


Edited  by  John  A.  Conway 


Paul  and  Pittsburgh,  and  Gannett  is 
accelerating  its  expansion.  This 
month  it  goes  into  Seattle,  Tacoma, 
San  Francisco,  San  Jose  and  Sacra- 
mento, and  starting  in  January  into 
Houston,  Los  Angeles,  Denver,  Mi- 
ami, New  York,  Chicago,  Detroit  and 
Philadelphia.  Meanwhile  from  Wash- 
ington, Post  Chairman  Katharine  Gra- 
ham has  sent  letters  to  700,000  poten- 
tial subscribers,  offering  $39-a-year 
charter  subscriptions  for  a  Newsweek- 
size  paper,  which  will  get  the  go/no- 
go  sign  in  February.  The  Post  is  taking 
the  same  weekly  route  tried  once  by 
the  Wall  Street  Journal  with  the  Nation- 
al Observer,  which  folded  after  15  frus- 
trating years. 


Under  the  rainbow 

Wall  Street's  rainbow  of  Dow  1000 
days  didn't  show  it,  but  in  the  back 
rooms  analysts  kept  paring  their  fore- 
casts of  1982  company  earnings  right 
through  the  big  fall  rally.  According  to 
Lynch,  Jones  &  Ryan's  Institutional 
Brokers  Estimate  System  (IBES),  a  ser- 
vice that  tracks  forecasts  for  more 
than  2,400  companies,  analysts  were 
saying  in  August  that,  on  average, 
company  earnings  this  year  would  be 
down  only  2.8%  from  a  year  ago.  By 
September  they  had  revised  that  to 
5.4%,  and  by  October  they  were  call- 
ing for  a  drop  of  7% .  But  Wall  Street 
may  not  be  as  out  of  touch  as  it  seems. 
When  analysts  goof,  they  tend  to  re- 
vise their  forecasts  in  a  series  of  baby 
steps  over  several  months — rather 
than  in  one  giant  lurch  that  everyone 
would  notice.  So,  the  theory  goes,  the 
second  guesses  about  1982  that  came 
this  fall  should  by  rights  have  been 
made  in  the  summer  if  the  analysts 
had  the  courage  of  their  convictions 
and  acted  immediately.  Next  year 
may  be  another  story  (see p.  120). 


Perk  versus  pocketbook 

The  stock  market's  collapse  last  year 
wreaked  havoc  with  the  pocketbooks 
of  top  executives  in  12  industries,  re- 
ports Peat,  Marwick,  Mitchell  &  Co. 
A  survey  of  the  four  top  men  in  251 
companies  with  annual  sales  of  $100 
million  to  $500  million  shows  that, 
while  salaries  and  bonuses  increased 
by  9.7%  in  1981  (just  matching  infla- 
tion), capital  accumulation  on  shares 
and  stock  options  dropped  70%.  On 
average,  chief  executive  officers  got 
only  $27,000  in  capital  accumulation 
last  year,  vs.  $89,000  for  the  typical 
CEO  in  1980.  Executives  in  midsize 


T))e  mod  look  blooms  in  Moscow 

Living  it  up  with  pirated  jeans  and  subversive  T-shirts. 
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FALS 

FORD  AUTHORIZED  LEASING  SYSTEM 

ONE-STOP  LEASING 

AT  YOUR  FALS  DEALER. 

Follow  our  road  to  the  easiest  car  or  truck  leasing  anywhere. 

....  gs,  'Mz      ms  «* 


Your  Ford  Authorized  Leasing  System 
Dealer  offers  a  comprehensive  package  of  benefits 
designed  to  take  the  hassle  out  of  leasing 
a  car.  Select  the  parts  of  the  leasing 

package  that  suit 
you  best.  It's  as 
simple  as  that. 


The  Ford  Extended 
Service  Plan  gives  parts  and 

service  protection  beyond  the  normal  car 
warranty.  Or  choose  the  FALS  Maintenance  Leasing  coupon  book. 
Either  program  means  your  car  is  cared  for  by  Ford-trained 
professionals  using  the  latest  diagnostic 

equipment  and  tools.  ~ 


One-stop  leasing.  It's  simple, 
comprehensive  and 
hassle-free. 
Just  see 


The  leading  typewriter  co 
The  newXerox  Memo 


The  new  Xerox  620  Memorywriter 
not  only  has  a  memory,  it  also  has  a  display— 
our  leading  competitor's  typewriters  don't. 
Using  the  display  and  the  memory 
you  can  correct  errors  before  they 
ever  get  on  paper.  And  changes 
and  revisions  can  be  made  quickly 
and  easily  without  the  need  to 
retype  entire  pages. 

You  end  up  with  letter- 


The  620  Memorywriter 


perfect  letters  that  say  exactly 

what  you  want  them  to  say.  In  short,  you  get       portional  spacing,  all  on  one  machine. 


more  effective  communication.  In  less  time 
with  less  typing  effort. 

The  620  Memorywriter  also  handle 
preprinted,  multi-part  forms  with 
amazing  ease.  You  can  move  fro 
f  position  to  position  in  any  di- 
rection on  a  form  just  by  toucl 
one  key. 

What's  more,  the  Men 
writer  even  gives  you  a  choi« 
three  different  type  sizes  and 


•In  Nevada,  call  800-992-5711.  operator  280. 


mistakes  after  they're  made, 
ler  corrects  them  before. 

Don't  forget  the  610  Memorywriter 
.  It  has  30%  more  memory  than  you- 
-who's  comparably-pricea  electronics  as 
s  many  of  the  automatic  features  of  the 
!fc>th  also  print  29%  faster  than  any  of 
models,  Selectric  or  electronic. 

So  before  you  make  the  mistake  of  get- 
n  ordinary  typewriter,  look  into  a  Xerox 
prywriter. 

For  information,  call  800-648-5888, 
pr  280?  your  local  Xerox  office,  or  mail 
i  coupon. 

XEROX®.  620  and  61(1  arc  trademarks  of  XEROX  CORPORATION 


□  Please  have  a  sales  representative  contact  me. 

□  I'd  like  to  see  a  demonstration. 

□  Please  send  me  more  information  about  your  new 
Memory  writers. 

Mail  to:  Xerox  Corporation,  Box  24,  Rochester, 
New  York  14601. 

Name  Title  

Company  

Address  City  

State  Zip  Phone  

280  _  _  _F±1^2-82  | 


XEROX 


Trends 


oil  companies  (generally  exploration 
firms)  came  out  the  worst.  Although 
CEOs'  current  pay  rose  16%  last  year, 
the  average  oil  company  CEO  lost 
over  $1  million  of  his  capital  accumu- 
lation on  paper.  Executives  at  diversi- 
fied manufacturing  firms  got  a  34% 
increase  in  base  income,  on  the  other 
hand,  and  their  capital  accumulation 
jumped  $125,000  on  average.  Execu- 
tives in  only  2  of  12  industries  sur- 
veyed (printing  and  publishing,  ma- 
chinery) made  capital  gains.  This 
year's  spectacular  gains  have  helped 
to  make  some  of  them  whole  again, 
but  last  year's  losses  are  gone  forever. 


Perils  of  the  fast  track 

The  "fast  track"  mind-set  among  cor- 
porate managers  has  been  a  major 
cause  of  the  decline  of  innovation  in 
American  industry  over  the  last  ten 
years,  according  to  Paul  Thompson 
and  Kate  Kirkham,  professors  of  be- 
havior at  Brigham  Young  University. 
In  a  study  of  12  major  U.S.  companies, 
they  charge  that  jet-propelled  manag- 
ers change  jobs  too  often  to  develop 
expertise  outside  their  original  fields 
or  to  complete  major  projects  success- 
fully. "Very  few  innovations  can  be 
started  and  bear  fruit  in  less  than  24 
months,"  Thompson  says.  With  new 
jobs  being  offered  every  12  to  18 
months,  managers  become  more  in- 
terested in  enhancing  their  visibility 
to  senior  executives  than  in  produc- 
tivity. Moreover,  the  team  notes, 
managers  like  to  work  on  their  own 
ideas,  not  those  inherited  from  prede- 
cessors. At  the  same  time,  a  manager 
who  refuses  to  move  can  be  stuck  on 
the  corporate  ladder,  Thompson  says. 
He  also  says  that  more  and  more 
managers  are  leaving  their  jobs  be- 
cause of  "burnout,"  another  expense 
to  a  company.  To  encourage  innova- 
tion, the  pair  recommends  finding  a 
balance  between  rapid  promotion  and 
slower  movement.  "It  is  possible," 
Thompson  says,  "to  keep  a  person  on 
one  project  for  several  years  and  still 
give  them  changes  in  either  title  or 
responsibility." 


Hoedown  on  the  air 

Culture  may  be  fading — CBS  Cable  is 
ending  its  highbrow  broadcasts  and 
Hearst/ABC's  ARTS  is  cutting  back — 
but  country  is  coming  on  strong.  Next 
year  Westinghouse  and  WSM  Inc.  of 
Nashville,  Tenn.  will  light  up  the 
Nashville  Network  with  stars  from 
Grand  Ole  Opry,  a  $70  million  gamble 


Dolly  Par  ton 

Here  comes  country! 


on  the  current  rage  for  country  music. 
"I'm  willing  to  bet  that  this  will  be 
the  biggest  launch  that  the  cable  busi- 
ness has  ever  seen,"  says  Dan  Ritchie, 
chairman  of  Westinghouse  Broadcast- 
ing and  Cable.  Ritchie  says  he  already 
has  3.5  million  subscribers  signed  up 
for  Dolly  Parton  and  company  and 
thinks  that  will  grow  to  5.5  million 
when  Nashville  strikes  up  the  band 
early  next  year.  Viewers  will  get  18 
hours  a  day  of  country  culture  that, 
besides  music,  will  offer  rodeos,  trac- 
tor pulls,  a  "country  trivia"  game 
show,  even  a  feature  on  the  stars'  fa- 
vorite fishing  holes.  (For  those  who 
are  content  simply  to  listen,  2,133 
U.S.  radio  stations  will  continue  to  air 
those  tunes  from  Nashville.) 


Bargain  basement 

Second-hand  machinery  is  selling 
twice  as  fast  as  new,  says  Richard 
Gavlick,  president  of  Gavlick  Ma- 
chinery Corp.,  who  claims  to  be  one 
of  the  world's  largest  dealers  in  used 
factory  equipment.  He  says  the  mar- 
ket for  less-than-new  gear,  to  make 
everything  from  wire  and  fasteners  to 
primary  metals,  has  grown  20%  over 
the  last  decade,  with  a  major  shift  in 
buyers  from  small  companies  to  mul- 
tibillion-dollar  U.S.  and  international 
concerns.  "Twenty  years  ago,  most 
manufacturing  companies  never 
bought  used  machines,"  says  Gavlick. 
"Now,  executives  tell  me  they  look  at 
the  used  market  before  buying  new." 
The  reasons:  savings  of  40%  to  80% 
off  new  machine  prices,  unchanging 


technologies  and  fast  delivery.  "A 
new  rolling  mill  can  take  two  years  to 
deliver,"  says  Gavlick.  "Used  ma- 
chinery can  be  delivered  overnight." 
That  is  particularly  true  now,  with 
the  worldwide  recession  forcing  thou- 
sands of  small  companies  out  of  busi- 
ness and  large  ones  to  cut  product 
lines.  The  hot  ticket  in  used  machines 
this  year,  says  Gavlick,  is  complete 
production  lines.  Some  60%  of  those 
assembly  plants  are  going  to  develop- 
ing countries,  says  Gavlick,  and  the 
rest  are  purchased  domestically.  The 
newest  item  on  Gavlick's  block:  14 
disassembled  mills  from  British  Steel. 


Weapons  in  the  ivy 

The  Pentagon  handed  out  $1.1  billion 
to  250  colleges  for  military  research 
during  1980  and  1981,  according  to  a 
report  by  the  American  Friends  Ser- 
vice Committee.  Nearly  half  the 
money  went  to  MIT  (which  is  work- 
ing on  the  new  Trident  missile)  and  to 
Johns  Hopkins  (for  the  Aegis  naval 
weapons  system);  another  24%  went 
to  Rochester,  California,  Washington, 
New  Mexico,  New  Mexico  State,  Illi- 
nois, Texas,  Pennsylvania,  Georgia 
Tech  and  Stanford.  The  Quaker  orga- 
nization takes  an  understandably  dim 
view  of  the  practice,  calling  it  a  "dan- 
gerous trend"  that  gives  the  Pentagon 
too  much  on-campus  influence. 


The  high  cost  of  health 

Employee  health  care  costs  are  strain- 
ing corporate  budgets,  and  manage- 
ment is  moving  to  ease  the  pain.  A 
survey  of  272  companies  with  sales 
ranging  from  $1.3  million  to  $108  bil- 
lion by  Towers,  Perrin,  Forster  & 
Crosby,  the  New  York  pension  and 
benefit  consultants,  found  that  nearly 
40%  are  increasing  employees'  share 
of  the  cost  and  another  40%  are  think- 
ing about  it.  The  individual  deducti- 
bles on  medical  plans  have  been 
stepped  up  by  22%,  and  a  like  percent- 
age has  done  the  same  for  family  de- 
ductibles. Employees  in  about  7% 
now  must  pay  part  of  the  medical 
premiums,  something  not  required 
before;  another  15%  are  considering 
such  a  change.  On  the  bright  side, 
77%  of  the  firms  experiencing  in- 
creased health  costs  have  added  new 
medical  coverage.  Some,  for  example, 
have  increased  maximum  coverage  or 
have  allowed  for  100%  reimburse- 
ment when  bills  top  a  certain  amount. 
Corporate  group  policies  now  also 
cover  outpatient  surgery,  second 
medical  opinions  and  hospice  care  for 
terminal  patients. 
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'I  told  Teddy  he  must 
switch  our  reservations  to  that 
new  placed 


i  fery  lavish  touch 
•u  can 
i  nk  of  is 
\iiiting  for  you. 
think 

t  irble  baths. 
Wink 


dinoiserie 
binets.) 


Every  electronic 
wonder  is 
at  your  service. 
(Think 

memory  bank 
telephones. 
Think 
computer 

conference  rooms.) 


f'- 


Opening  December  12th  in  the  extraordinary  Miami  Center. 

THE  PAVILLON 

The  only  new  grand  hotel  in  the  world. 

For  reservations  phone  305-577-1000  or  toll-free  1-800-327-3005.  Telex:  525102. 
The  Pavilion,  Miami  Center  •  Chopin  Plaza  and  Biscayne  Boulevard  •  Miami,  Florida  33131  •  A  Trusthouse  Forte  Exclusive  Hotel 
For  all  Trusthouse  Forte  reservations  phone  toll-free  1-800-223-5672.  In  New  York  State  212-541-4400. 
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Superb  ug 

Two  years  ago  a  voracious  bug  called 
the  Formosan  termite  was  discovered 
gnawing  away  at  a  condominium 
cluster  on  the  Inland  Waterway  north 
of  Miami  (Forbes,  Trends,  Nov.  24, 
1980).  Unlike  the  garden  variety  U.S. 
termite,  this  Asian  import  can  eat 
through  plaster,  mortar  and  wood  pre- 
servatives to  reach  the  wood  it  craves. 
"They've  given  up  trying  to  eradicate 
it,"  University  of  Florida  entomolo- 
gist Philip  Koehler  said  then.  "The 
only  thing  you  can  do  is  wait  for  it  to 
come." 

And  come  it  has.  A  survey  just  com- 
pleted by  Katherine  Thompson  of  the 
university  found  infestations  spread 
over  60  square  miles  north,  west  and 


The  Formosan  termite 


Chewing  away — and  nobody  cares. 


south  of  Port  Everglades,  an  area  rife 
with  condos  and  other  commercial 
buildings.  State  and  federal  authori- 
ties have  so  far  washed  their  hands  of 
the  pest.  Inspectors  from  the  U.S.  De- 
partment of  Agriculture,  for  example, 
said  they  could  do  nothing  unless 
heavy  political  pressure  was  brought 
to  bear.  Local  authorities  say  their 
responsibilities  are  for  crops  or  pesti- 
cide regulation,  not  termites.  So  no 
quarantines  have  been  applied.  In 
Louisiana,  where  the  bug  first  ap- 
peared (it  travels  in  infected  wood 
hauled  from  overseas),  a  quarantine 
has  been  imposed  since  1965.  The 
colder  weather  in  the  Bayou  State  also 
helps  cut  breeding  and  the  Formosan 
superbug  there  is  spreading  at  the  rate 
of  only  a  few  hundred  yards  a  year. 


Hollywood  North 

"The  Canadians  have  declared  a  tax 
war  on  Hollywood — and  so  far  they're 
winning,"  Forbes  said  last  year  in  a 


report  on  the  north-of-the-border  film 
industry  (Sept.  28,  1981 J.  More  motion 
pictures  were  being  made  in  Montreal 
and  Toronto  than  in  any  other  North 
American  location  outside  Holly- 
wood, and  for  good  reasons.  Though 
Canada's  once-low  production  costs 
were  rising,  a  sweet  tax  deal  kept  the 
cameras  rolling.  By  agreeing  to  spend 
75%  of  a  film's  costs  for  Canadian 
goods  and  services  and  to  live  by  a 
"point  system"  requiring  Canadian 
talent  on  the  payroll,  movie  investors 
were  allowed  to  write  off  100%  of 
their  expenses  in  the  first  year. 

With  that  kind  of  lure,  small  won- 
der that  many  of  the  116  movies  made 
in  Canada  in  1979  and  1980  looked, 
sounded — and  sold — American.  Para- 
mount, for  instance,  collected  about 
$25  million  in  rentals  on  Meatballs, 
which  starred  Bill  Murray  of  Saturday 
Night  Lire  fame.  Atlantic  City,  directed 
by  France's  Louis  Malle,  was  a 
prizewinner  in  the  U.S.  But  even  a 
year  ago,  clouds  were  appearing  on  the 
silver  screen.  The  Ottawa  govern- 
ment was  talking  of  cutting  the 
100% -in-one-year  writeoff  to  50%, 
and  producers  were  worried.  If  the  tax 
concessions  went,  Meatballs  producer 
Andre  Link  told  Forbes  then,  produc- 
tion might  be  cut  by  90%.  Ottawa  j 
stayed  its  hand  and,  despite  the  uncer- 
tainty, Canada  produced  37  films  last 
year,  at  a  cost  of  $65  million. 

Since  then,  the  Canadian  govern- 
ment has  raised  the  stakes.  First,  the 
rules  about  Canadian  talent  have 
been  made  tougher.  That,  plus  the  sad 
state  of  the  Canadian  economy,  has 
put  the  damper  on  moviemaking.  In- 
dependent productions  are  down  this 
year  over  last  year,  and  major  distribu- 
tors are  not  picking  up  very  many 
independent  films.  And  costs  are  up. 
Producers  spent  $80  million  on  certi-  I 
fied  films  this  year  but  made  only  29  | 
of  them,  compared  with  37  in  1981 
and  59  in  1980. 

So  Canadian  filmmakers  are  ner-  [_ 
vously  waiting  to  see  what  Ottawa  -r 
does  with  the  law  cutting  writeoffs  to 
50%,  scheduled  to  take  effect  in  Janu-  f 
ary.  {The  rest  can  be  written  off  the 
second  year.)  Andre  Link  summed  it  V 
up  this  way:  "The  entire  industry 
hopes  the  tax  change  will  be  rolled 
back  another  year.  It's  very  difficult  to 
raise  money  now,  and  if  expensing 
goes  to  50%,  the  reduced  activity  will 
be  reduced  even  more." 

Whistling   past    the    box    office,  fif 
moviemakers  have  been  hoping  for  a 
reprieve  from  the  Ministry  of  Finance. 
But  when  Finance  Minister  Mark  La- 
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IT'S 1982.  DO  YOU  KNOW 
WHERE  YOUR  LIFE 
INSURANCE  POLICY  IS? 

Is  it  wedged  into  the  wedding  album?  Or  is  it  bound  into  a  bundle  with  the 

mortgage  and  your  kids'  report  cards? 

The  life  insurance  policy  that's  collecting 
dust  somewhere  may  be  costing  you  money. 

Now  it's  time  that  you  find  it  and  take  a  good, 
hard  look  at  it.  The  reason?  The  Challenger,  the 
universal  life  insurance  policy  from  Life  of  Virginia. 
The  Challenger  gives 
you  more  options  than 
traditional  life  insurance. 

Premiums  are  flex- 
ible.That  means  you  can 
increase  or  decrease 
your  payments.  Even 
skip  them. 

Coverage  is  adjustable.  That  means  that  as  your  life 
changes  you  can  vary  your  coverage,  up  or  down,  without 
adding  new  policies  or  exchanging  old  ones.  (While 
you're  searching  for  your  old  policy,  you'll  probably  find 
proof  that  your  life  has  changed:  a  crib  in  the  attic,  the 
weights  your  son  didn't  take  to  college). 

The  Challenger  credits  competitive,  current  interest 
rates,  determined  by  our  exclusive  Dual-Rate  lndex.sm 
(See  box  at  right.)  You'll  receive  an  informative  Buyer's 
Manual,  upfront,  and  a  detailed  Annual  Report. 

In  the  past,  maybe  your  life  insurance  policy 
belonged  in  an  out-of-the-way  place.  Today,  as 
The  Challenger  proves,  it  belongs  in  the  forefront  of  your 
financial  planning.  More  than  10,000  Challenger 
purchasers  agree. 

For  more  information  ask  your  agent,  mail  our 
coupon  or  call  us.  Compare  your  present  life  \ 
insurance  coverage  to  The  Challenger.  /jk 

You  can  look  a  long  time  and  not    LIFE  VOF 
find  a  better  life  insurance  policy.  VIRGINIA, 


COMPARE  THE  CHALLENGER. 
THE  UNIVERSAL  LIFE  INSURANCE 
POLICY  WITH  ALL  THE  ANSWERS. 

OTHER 
COVERAGE 
THE  YOU'VE 
CHALLENGER  CONSIDERED 

Can  1  increase  or  decrease 
my  premium  payments? 
Even  skip  them' 

YES 

? 

Can  1  increase  or  decrease 
coverage  as  my  needs  change 
without  converting  or 
exchanging  policies? 

YES 

7 

Will  competitive,  current 
interest  rates  be  credited 
on  my  policy's  cash  value? 

YES- 

7 

Will  the  interest  credited  on 
my  cash  value  and  cost  of 
coverage  deducted  from  it 
be  fully  disclosed? 

YES 

7 

Will  1  receive  a  Buyer's 
Manual  up  front  that  explains 
my  policy  features  and  how 
to  use  them7 

YES 

7 

Does  the  company  offering  the 
policy  have  a  distinguished 
110-year  history  of  service? 

YES 

7 

'Only  Life  of  Virginia  offers  the  Dual-Rate  Index,  a  concept  that 
generates  current  interest  rates  based  on  the  greater  of  long 
and  short-term  yields.  Current  interest  rates  are  credited  on 
any  accumulated  cash  values  over  $1,000. 
The  Challenger  is  available  in  most  states,  minimum  coverage 
$100,000.  Challenger  II.  also  available  in  most  states, 
minimum  coverage  $25,000. 

For  more  information  about  The  Challenger  ask  your  agent, 
mail  our  coupon,  or  call  us  toll  free  at  800-822-6000. 


Life  of  Virginia,  Department  FBU2282 

6610  West  Broad  Street.  Richmond.  Virginia  23230 

Tell  me  more  about  The  Challenger  □  Challenger  II  □ 


Name- 


Address 
City  


State  Zip  

Telephone  Home  

Office  

Please  check  here  if  you  are  an  insurance  agent  or  broker  d 


CONTI N  E  NTALG  R  O  U  P 

Packaging 
foe  est  Product! 
Insurance 
Energy 


This  book  takes  you  inside  the 
one  regional  market  that  stands 
out  in  today's  economy: 
Wfestern  America* 


Nothing  comes  easily  these  days. 

But  if  you  are  looking  for  people  who  still 
have  solid  buying  power.  Sunset's  Western 
Market  Almanac  will  steer  you  directly  to 
them. 

Its  48  information-packed  pages  show 
you  precisely  where  and  how  the  Western 


market  outperforms  the  rest  of  the  country, 
all  the  way  from  automotive  and  retail  sales 
to  travel  expenditures  and  ZIP-code 
demographics. 

If  you  read  the  signals  correctly,  you  can 
only  conclude  that,  recession  or  no  reces- 
sion, a  marketing  dollar  invested  in  the  West 


will  buy  you  better  odds  than  in  any  cj 
U.S.  region. 

Dig  a  little  further,  and  you  will  real 
that  the  most  powerful  way  to  reach  til 
buyingest  of  those  affluent  Westerner} 
through  the  pages  of  Sunset  Magazini 


983  SALES? 


The  West  has  a  built-in  resilience. 

If  the  West  were  a  separate  nation,  it 
would  rank  sixth  in  the  world  in  Gross 
National  Product  (exceeded  only  by  the 
total  U.S.,  Soviet  Union,  Japan,  West 
Germany,  France). 

Personal  income  is  up  10%  in  the  West 
this  year  against  7%  for  the  rest  of  the  U.S. 

Retail  sales  in  the  West  are  higher  by 
$517  00  per  household,  adding  an  extra 
$8.5  billion  to  the  Western  marketplace. 

Westerners  are  spending  an  average  of 
$1456.00  per  household  on  home  improve- 
ments against  $1022.00  for  the  South, 
$1190.00  for  the  North  Central  region,  and 
$1126.00  for  the  Northeast. 

Even  with  the  housing  slow-up,  the  West 
with  19%  of  the  U.S.  population  is  building 
22%  of  the  new  homes. 

The  West  currently  receives  28%  of  the 
U.S.  military  expenditures. 

No  one  pretends  that  this  fortunate 
region  is  unaffected  by  recession,  but  thanks 
to  a  multitude  of  built-in  strengths,  the 
West  has  been  and  continues  to  be  more 
recession-resistant  than  almost  any  other 
U.S.  region. 

The  West  furthermore  has  demonstrated 
historically  that  it  has  the  ability  to  recover 
faster  than  other  regions.  In  the  words  of 
Walter  Hoadley,  former  Chief  Economist,  Bank 
of  America,  and  now  Senior  Research  Fellow, 
Hoover  Institution,  Stanford  University  — 

"Like  a  cork  floating  on  water,  the 
West  usually  rides  above  the  other 
U.S.  markets!' 


Noted  economist  Walter  Hoadley  wrote  the 
ntroduction  to  Sunset's  Western  Market  Almanac. 

^abian  Linden,  Executive  Director,  Consumer 
Research  Center,  The  Conference  Board, 
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expresses  it  this  way: 

"In  the  West,  economic  expectations 
are  more  positive  than  in  any  other 
U.S.  region!' 

Why  Sunset  Magazine  can  give  you 
the  best  of  the  West. 

Sunset  will  give  you  market  penetration, 
selectivity  and  action. 

It  will  put  you  in  front  of  5.8  million  of 
the  best  customers  in  the  thirteen  Western 
states. 

By  any  yardstick— per  capita  income, 
expendable  income,  home  ownership, 
multi-car  ownership,  retail  purchases, 
travel  expenditures  — they  exceed  the  high 
Western  averages  (which  almost  uniformly 
exceed  the  national  averages). 

One  of  Sunset's  strengths  among  these 
action-minded  Westerners  is  that  it  serves 
their  local  needs  and  interests,  whether 
they  live  in  the  verdant  mountains  or  arid 
desert.  Each  issue  of  Sunset  is  edited  in  four 
separate  zone  editions,  with  editorial  con- 
tent varying  from  zone  to  zone  by  as  much 
as  30%. 

Additional  reflections  of  Sunset's  strength 
are  the  world-wide  popularity  of  Sunset 
Books  (6  million  copies  sold  this  year),  and 
the  production  of  Sunset  films  for  many 
major  U.S.  corporations. 

One  final  point:  some  two  dozen  cate- 
gories of  advertising  — liquor,  tobacco, 
personal  products  and  pharmaceuticals, 


This  latest  Sunset  Book,  completely  sold  out 
before  publication  date,  is  now  in  third  printing. 

for  instance  — are  not  accepted  by  Sunset, 
solely  because  they  do  not  fit  the  editorial 
environment. 

And  there's  the  key.  It's  because  editorial 
and  advertising  work  so  harmoniously  that 
every  dollar  you  put  into  Sunset  generates 
such  a  positive  return. 

With  Sunset  Magazine  as  your  market 
force,  you  can  capitalize  on  Western 
America's  strengths  as  no  other  medium  or 
combination  of  regional  magazines  enable 
you  to  do 

If  you  would  like  to  explore  the  poten- 
tials, call  the  nearest  Sunset  office,  listed 
below,  and  ask  for  a  copy  of  our  Western 
Market  Almanac,  or  order  directly  from 
Sunset's  Marketing  Department,  Menlo 
Park.CA  94025. 


llNE  -  BOOKS  •  FILMS 


Lane  Publishing  Co.,  Menlo  Park,  California  94025 

Visitors  are  welcome  every  weekday  (except  holidays)  from  10. 30  to  3:00 


'.5-9964  •  Boston  247-1410  .  Chicago  236-2757  •  Dallas  931-9001  .  Detroit  557-6655  •  Los  Angeles  380-9680  •  New  York 986-3810  .  San  Francisco  543-8100 •  Seattle 682-3993  .  Tokyo  502-0656 


Importing?  Exporting? 
Consider  the  prompt,  efficient 
and  accurate  assistance  of 
the  key  Swiss  bank. 


When  it  comes  to  importing  and  exporting,  corporations  throughout  the  world  have 
come  to  rely  on  the  financial  expertise  of  Swiss  Bank  Corporation. 

i 


Over  the 
years  America's  import- 
ers and  exporters  have 
come  to  rely  on  the 
worldwide  banking 
assistance  of  Swiss  Bank 
Corporation.  Our  offices 
in  the  United  States  pro- 
vide valuable  links  to  our 
global  network  of  strategically  placed  offices  and  correspondents. 

We  offer  a  full  range  of  banking  services,  especially  those 
that  deal  with  the  most  complex  international  and  domestic  transac- 
tions. In  fact,  when  it  comes  to  letters  of  credit  and  documentary  col- 
lections, we  offer  THE  standard  of  service  and  expertise.  All  matters 
are  handled  with  the  personal  attention  of  our  seasoned  staff. 

For  over  40  years,  we  have  been  committed  to  serving  the 
American  business  community.  With  a  network  of  offices  in  New  York 
City,  Chicago,  San  Francisco,  Atlanta,  Houston  and  Los  Angeles,  over 
1,100  Swiss  Bank  Corporation  employees  are  always  ready  to  meet 
your  banking  needs.  So,  for  prompt,  efficient  and  accurate  assistance  for 
your  import  and  export  financing  needs,  consider  the  key  Swiss  bank. 

We're  commit- 
ted to  bringing  the  United      jti&jA  Swiss  Bank  Corporation 
states  a  whole  world  of        jSKji  Schweizerischer  Bankverein 

banking  expertise.  de  Banque  Sujsse 


The  key  Swiss  bank. 


General  Management  in  CH-4002  Basle,  Aeschenvorstadt  1 ,  and  in  CH-8022  Zurich,  Paradeplatz  6.  Over  190  offices  throughout  Switzerland  Main  Office 
U.S.A.:  New  York,  Four  World  Trade  Center,  10048, 212/938-3500  Branches:  Chicago,  Three  First  National  Plaza,  60602, 312/346-0350  and  San 
Francisco,  101  California  Street,  94111 , 415/774-3300.  Agency:  Atlanta.  235  PeachtreeSt  N  E.  30303, 404/522-1600.  Representative  Off  ices:  Houstonj 

One  Allen  Center,  77002,  713/658-0561,  Los  Angeles,  800  W  Sixth  St.,  9001 7, 21 3/ 489-5900 


Follow-Through 


londe  delivered  his  budget  message  to 
the  Ottawa  Parliament  last  month,  he 
was  ominously  silent  on  the  subject 
of  breaks  for  the  moviemen.  So  the 
once-postponed  move  to  cut  first-year 
writeoffs  from  100%  to  50%  now 
looks  a  sure  thing  with  the  New  Year. 

Hollywood  is  looking  more  and 
more  like  home. 

Olympic  gold 

Representative  Frank  Annunzio  has 
won  his  one-man  battle  against  the 
combined  forces  of  the  Reagan  Ad- 
ministration, the  U.S.  Senate,  the 
U.S.  Olympic  Committee  and  the  Los 
Angeles  Olympic  Committee  over 
who  will  market  coins  minted  to  help 
finance  the  1984  Games  (Forbes,  Fol- 
low-Through, May  10).  The  winner  is 
Annunzio's  first  and  only  choice,  the 
Treasury  Department,  even  though  so 
far  it  has  demonstrated  that  it  is  not 
very  good  at  the  game.  More  than  half 
the  gold  coins  (actually  medallions 
commemorating  famous  Americans) 
the  Treasury  reluctantly  began  mak- 
ing and  selling  under  congressional 
mandate  two  years  ago  are  lying  un- 
sold in  storage  vaults. 

The  struggle  began  after  the  Senate 
voted  to  issue  $425  million  worth  of 
real  coins,  market  them  through  pri- 
vate companies  and  give  the  Olympic 
committees  a  cut  of  the  proceeds.  An- 
nunzio, the  Chicago  Democrat  who 
heads  the  House  coinage  subcommit- 
tee, didn't  object  to  the  Games  but 
balked  at  allowing  private  vendors  to 
make  profits  off  the  U.S.  Mint.  Now 
that  the  Treasury  is  the  sole  seller, 
Annunzio  has  relented  and  President 
Reagan  has  signed  a  bill  calling  for  50 
million  $1  silver  coins  and  2  million 
$10  gold  pieces  that  it's  hoped  will 
produce  $600  million  for  the  six-ring 

j  circus  in  Los  Angeles. 

The  big  problem  now  will  be  the 
marketing.  This  time,  the  Treasury 

it  seems  properly  enthusiastic,  but  Bay 
Buchanan,  the  U.S.  Treasurer,  still 
doesn't  have  an  overall  strategy.  She 

1  has  mailed  applications  to  1.7  million 

\  coin  collectors  and  members  of  the 
Living  Room  Lobby,  a  citizens'  group 

|  organized  by  Annunzio.  And  during 
the  next  couple  of  weeks,  Treasurer 
Buchanan  says  she  will  hire  a  private 
consultant  to  tell  her  how  to  peddle 
her  coins.  Among  the  possibilities  she 
sees  are  banks,  S&Ls,  direct  mail  and 
post  offices — the  last  the  vehicle  used 
to  handle  the  unsuccessful  "great 
American"  medallions. 


I; 


heafferin  23-karat  gold  electroplate:  fountain  pen,  ballpoint, 
il,  and  our  Dual  Writing  System  with  interchangeable  micro  tip 
d  rolling  ball— engraved  in  straight  lines,  barleycorn,  geometric, 
or  diamond  squares.  Golden  gift  ideas,  all. 
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Introducing  a  whole  new  class  of  cars  for  1983 


THE  CHRYSLER  E  CLASS 


•Whichever  comes  first.  Plans  ore  limited  warranties.  A  deductible  may 


Chrysler's  largest  front-wheel  drive  seda  \ 


Chrysler  has  done  it  again.  For  1983,  we've  engineered  a 
whole  new  class  of  cars  — The  Chrysler  E  Class.  The  E  Class 
Sedan,  the  New  Yorker,  avai  lable  in  January,  and  the  Executive 
Sedan,  the  only  front- wheel  drive  seven-passenger  sedan 
made  in  America,  available  for  order  this  spring. 

Even  full  size  cars  don  t  combine  the  Chrysler  E  Class 

sedan's  six-passenger  room,  high  gas  mileage, 
advanced  front-wheel  drive,  and  electronic  luxury. 

The  Chrysler  E  Class  sedan  is  the  roomiest,  front-wheel 
drive,  high  gas  mileage  six-passenger  sedan  in  America.  And 
just  as  importantly,  the  E  Class  sedan  is  a  car  that  is  pure  driving 


luxury.  You  will  experience  a  road  hugging  ride.  A  ride 
quiet  and  smooth.  Yet  the  E  sedan  offers  even  more  than  c 
It  offers  electronic  luxury. 

Chrysler  introduces  a  whole  new 
generation  of  electronics. 

The  Chrysler  E  Class  has  an  Electronic  Voice  'A 
monitor  11  vital  functions  and  audibly  helps  keep  you  sc 
secure.  An  Electronic  Engine  Computer  helps  you  get  bet 
economy.  And  you  can  have  an  Electronic  Trip  Compel 
displays  your  trip  fuel  efficiency,  calculates  your  cars 
with  remaining  fuel,  and  more. 

The  E  Class  has  standard:  automatic  transmission 


her.  Hwy  mpg  probably  lower.  tBose  sticker  price  excludes  title,  taxes  and  destination  charges.  Boy  of  lease  at  your  Chrysler  Plymouth  dealer. 


i  n  k 


h  room  for  5, 6,  even  7  passengers. 


ion  power  steering,  power  front-disc  brakes,  plush 
ieats  and  a  power  operated  counter-balanced  deck  lid 
>ens  with  a  touch  of  a  finger.  All  atan  amazing  price. 

Built  with  advanced  computer  technology 
for  lasting  quality. 

i  the  E  Class  sedan,  Chrysler  has  used  Computer  Aided 
ito  makeengineering  new  components  moreefficientso 
lesigns  can  become  even  better.  Computer  Aided  Testing 
s  their  reliability  for  extra  years.  And  Computer  Aided 
acturing  helps  the  final  assembly  to  be  uniform  and 
te.  This  technology  has  resulted  in  Chrysler's  commit- 
'j  new  levels  of  quality. 


Backed  with  Chrysler  s  exclusive  5  year 
or  50,000  mile  protection  plan. 

The  Chrysler  E  Class  sedan's  quality  is  so  exceptional  each 
is  protected  for  5  years  or  50,000  miles*  on  the  engine  and 
power  train  and  against  outer  body  rust-through.  Your  dealer 
has  all  the  details.  The  1983  Chrysler  E  Class. 
Impressive  Room.  High  Mileage.  Electronic 
Luxury.  Exceptional  Protection. 

£  CLASS  SEDAN  ONLY 


24J-  $9,341 


BUCKLE  UPFOfi  SAFETY 

WE'VE  RE-ENGINEERED  THE  AMERICAN  LUXURY  CAR. 

THE  MEW  CHRYSLER  CORPORATION  QUALITY  ENGINEERED  TO  BE  THE  BEST 


E  Class  cars  can  reach  any  level  of  luxury  you  desire. 


The  E  Class  sedan  surrounds  you  with  tfre  luxury  of  its 
classically  elegant  interior,  unique  electronic  instrumentation 
and  17.1  cubic  feet  of  trunk  space. 

Plush  Leland  cloth  seats  with  center  armrest,  thick  pile 
carpet,  halogen  headlamps,  a  power  operated  counter- 
balanced deck  lid  and  a  power  operated  fuel  filler  door  are  all 
standard.  These  are  only  a  few  of  the  standard  features  you 
would  expect  in  a  luxury  car. 

To  further  personalize  your  E  sedan,  you  can  add  an 
Electronic  Trip  Computer  that  displays  your  average  trip  speed, 


computes  the  distance  your  trip  has  covered,  converts 
measurements  to  metric  and  automatically 
performs  three  other  functions.  Plus  you  can 
add  cruise  control,  an  ETR  radio  with  Dolby 
Sound  System]  power  windows  and  power 
door  locks,  luxury  tilt  steering  column,  power 
dual  remote  mirrors,  air  conditioning,  wire 
wheel  covers  and  more. 

'Dolby  is  a  registered  trademark  of  Dolby  Laboratories. 

THE  NEW  CHRYSLER  CORPORATION.  QUALITY  ENGINEERED  TO  BE  THE  Bf 


Chrysle 


Readers  Say 


Old  saying 

Sir:  William  Allen  White,  who  was 
quoted  by  President  Reagan  on  the 
subject  of  consistency  (Fact  and  Com- 
ment, Oct.  25),  must  have  paraphrased 
Bismarck  who  said  a  long  time  ago, 
{Consequent  ist  nur  ein  Ochs.  The  literal 
translation  from  the  German  is, 
"Only  an  ox  is  consistent." 

Apparently     things     have  not 
changed  much  since  the  days  of  the 
Iron  Chancellor. 
— Frank  H.  Wyman 
New  York,  NY. 


Good  review 

Sir:  Thank  you  very  much  for  the 

kind  words  (Fact  and  Comment,  Oct. 

25).  If  I  had  gotten  as  good  a  review  on 

some  of  my  movies  as  I  did  on  that 

phone  call,  I  might  have  stayed  in 

Hollywood. 

— Ronald  Reagan 

Tfye  White  House 

Washington,  D  C. 


Oxy  what? 

Sir:  After  having  looked  at  the  cover 
comment  of  the  October  25  issue — "If 
Charles  Revson  were  alive,  he'd  be 
spinning  in  his  grave" — I  am  still  not 
sure  I  understand  its  meaning. 
— Tim  Thompson 
Ulysses,  Kans. 

Tf)e  quote  came  from  an  executive  in 
the  cosmetics  industry,  and  reader 
Tfjompson  (and  several  others  who  wrote 
in  to  confess  similar  confusion)  should 
think  of  it  as  an  oxymoron — a  combina- 
tion of  contradictory  or  incongruous 
words  that  nevertheless  makes  a  sensible 
point.  In  this  case,  our  point  was  the 
rough  time  the  cosmetics  industry  in  gen- 
eral is  going  tfjrough  and  the  even  rough- 
er time  for  Rei'lon  in  particular. — Ed. 

Sir:  Reminds  me  of  the  scolding 
mother  threatening  her  erring  daugh- 
ter by  saying,  "If  your  father  were 
alive  today,  this  would  kill  him!" 

— Mark  R.  Horowitz 
Chicago,  III 


Old  method  costly 

Sir:  Forbes  feels  that  the  new  method 
of  calculating  housing  costs  will  lead 
to  a  higher  Consumer  Price  Index 
(Sept.  27).  The  long-term  path  of  the 


CPI  is  unclear.  The  changing  housing 
market — including  condominium 
conversions,  new  financing  meth- 
ods— will  have  a  dramatic  impact. 

There  never  seems  to  have  been  a 
convenient  time  for  making  this  nec- 
essary change.  In  times  of  high  mort- 
gage costs,  people  receiving  benefits 
tied  to  the  CPI  want  the  extra  bogus 
"inflation." 

The  difference  between  the  old 
method  of  calculation  and  the  new 
has  made  the  federal  government  dis- 
tribute about  $13.65  billion  in  excess 
payments  to  indexed  programs. 
— Mack  Mattingly  (R—Ga.) 
U.S.  Senate 
Washington,  D  C. 


A  genuine  friendship 

Sir:  Re  your  editorial  mentioning  the 
friendship  of  Scripps-Howard's  Roy 
Howard  and  1940  GOP  presidential 
candidate  Wendell  Willkie  (Fact  and 
Comment,  Oct.  25).  I  am  the  brother  of 
former  House  Speaker  Joe  Martin  and 
was  his  assistant  during  the  Willkie 
campaign  in  which  Martin  was  chair- 
man of  the  Republican  National 
Committee. 

There  can  be  no  question  of  that 
friendship.  Roy  was  in  and  out  of  our 
headquarters  often.  Willkie's  voice 
went  bad  and  Roy  berated  us  saying 
we  were  working  him  too  hard.  We 
thought  we  had  to  if  we  were  going  to 
have  any  chance  to  win. 
— Edward  E.  Martin 
Wellesley,  Mass. 


Candidate  Willkie  with  Joe  Martin 


Not  dinosaurs  yet 

Sir:  I  feel  your  boxcar  "obit"  is  a  bit 
premature  ("It's  a  dinosaur,"  Sept.  27). 
You  state  that  a  boxcar  of  tomato  juice 
from  Los  Angeles  to  New  York  takes 
14  to  16  days  whereas  via  Piggyback 
"in  dedicated  service"  the  same  run 


takes  only  5  or  6  days.  The  obvious 
difference:  One  service  is  "dedicated" 
and  the  other  is  not — a  very  clear  and 
undeniable  managerial  choice. 

Transportation  economist  David 
Anderson  says:  Boxcars  are  "archaic 
in  their  use  of  labor."  Is  "archaic" 
meant  to  suggest  a  high  labor  intensi- 
ty ratio?  If  so,  what  could  possibly  be 
more  archaic  than  trucks?  One  train 
cross-country  can  easily  haul  the 
equivalent  of  300  or  400  trucks  (each 
of  which  should  have  a  minimum  of 
one  driver  and  most  of  which  will 
actually  have  two). 
— C.F.  Fischer  III 
President, 

Hartford  &  Slocomb  Railroad  Co. 
Dothan,  Ala. 


Labor  of  love 

Sir:  Thanks  for  the  review  of  Airship- 
urreck  (Fact  and  Comment,  Aug.  30).  It 
was  a  labor  of  love  that  went  on  for 
years.  So  long,  in  fact,  that  during  the 
time  we  were  putting  it  together  Ar- 
nold Schwartzman  immigrated  to  the 
U.S.,  made  a  documentary  film  and 
won  an  Oscar. 
— Len  Deighton 
Dundalk,  Ireland 


They  split 

Sir:  Biosearch  Medical  Products 
should  not  have  been  included  in  your 
table  of  rally  laggards  (Oct.  11).  The 
company  spun  off  Hydromer  early  in 
September.  The  two  stocks  combined 
actually  appreciated  in  price. 
— Fred  Clas 
Columbia,  S  C. 


Art  imitates  life 

Sir:  Re  ".  .  .  And  Speaking  of  Mafia  In- 
House  Murders"  (Fact  and  Comment, 
Oct.  25).  Here's  an  update. 

The  judge  in  question  is  being  in- 
vestigated by  the  Pennsylvania  Crime 
Commission.  The  six  to  eight  police- 
men who  handled  the  arraignment 
have  all  been  given  some  type  of  pay- 
less  working  days.  The  two  yo-yos  in 
question  had  their  bail  revoked  and 
showed  up  four  days  later  and  are  cur- 
rently in  the  clink  with  a  million  dol- 
lars bail  over  each  of  their  heads. 

Tune  in  next  week.  .  .  . 
— Philip  F.  Bogatin 
Philadelphia,  Penna. 
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How  much  is  that  bottle  in  the  window? 
Dorit  ask.  Its  Christmas. 


12  YEAR  OLD  BLENDED  SCOTCH  WHISKY,  86  8  PROOF  BOTTLED  IN  SCOTLAND  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD..  N  Y  c  1982 


With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


PHEW!  THE  ELECTION  RESULTS  WEREN'T  HALF  BAD 


With  unemployment  at  a  record  high,  the  specter  of 
Social  Security  adjustments  flayed  on  all  sides,  it's  a  won- 
derment that  Republican  losses  in  the  House  were  no 
greater  than  normal  for  off-year  elections. 

Keeping  the  same  Senate  majority  is  nothing  short  of 
extraordinary.  Virtually  everyone  expected  the  bell  to 
toll  for  Republicans,  but,  thank  goodness,  it  was  for 


governors  and  not  senators  or  a  too  alarming  number  of 
congressmen. 

Speaking  of  governors,  wasn't  it  surprising  that  Lew 
Lehrman,  who  out-Reagans  Reagan  on  Reaganomics,  came 
so  close  to  winning  the  New  York  governorship? 

Most  pundits  and  pontificators  are  talking  about  the 
mixed  results.  Mixed,  my  eye. 


AS  FOR  THE  VOTE  ON  THE  NUCLEAR  FREEZE 


the  only  surprise  is  the  size  of  the  minority  who  voted 
against  it. 

If  the  question  had  been  phrased  to  convey  what's  really 
at  question — i.e.,  "can  we  depend  on  the  Russians  to  keep 


nuclear-weapons  agreements?" — the  vote  would  have 
been  overwhelmingly  negative.  That's  not  something  to 
be  happy  about,  but  it's  the  reality  of  the  whole  nuclear- 
weapons  problem. 


TO  QUESTION  WHETHER  RONALD  REAGAN  WILL  RUN  AGAIN 


has  never  occurred  to  me.  And,  after  the  midterm  election 
results,  it  still  doesn't. 

I  was  amazed,  though,  when  over  a  year  ago  at  a  dinner 
with  a  few  informed  Eminences  of  press,  politics  and 
business,  the  subject  was  a  matter  of  serious  discussion. 
Even  more  amazing,  a  majority  of  the  ten  people  present 
thought  he  wouldn't. 

In  a  couple  of  cases,  despite  their  outstanding  minds,  I  felt 
that  the  wish  was  father  to  their  conclusions.  Three  said 
that,  if  the  economy  stayed  way  down,  given  the  President's 
age  and  the  First  Lady's  foremost  concern  for  her  husband's 
weal,  the  Reagans  would  cry  "Enough!"  to  the  slings  and 
arrows  that  unendingly  pour  upon  the  White  House. 

Looking  into  my  crystal  ball  (so  fractured  from  countless 
droppings  that  it's  hard  to  see  into),  I'd  wager  that  only  a 
eavenly  call  would  cause  Ronald  Reagan  not  to  run  again. 
Critics  tend  to  forget  that  Ronald  Reagan  believes 
labsolutely  and  resolutely  in  the  philosophy  and  principles 
he  so  often  reiterates.  He's  spent  many,  many  years 


preaching  and,  as  governor  of  California  and  now  as 
President,  trying  to  put  into  practice  what  he's  preached — 
free  enterprise,  lower  taxes,  a  reemphasis  on  individual 
worth,  individual  effort. 

The  guy  has  actually  reversed  what  had  seemed  an 
inexorable  march  toward  even  bigger  bureaucracy,  even 
more  government.  He's  probably  less  daunted  by  his  de- 
feats and  his  fair  share  of  human  deficiencies  than  any  of 
his  predecessors  except  Dwight  Eisenhower. 

Many  he-won't-run  concluders  say  his  Nay  will  be  be- 
cause of  his  concern  for  Nancy  and  her  concern  for  him. 
The  First  Lady's  love  is  such  that  she'll  go  with  what  he 
decides  to  do. 

Despite  downers,  and  all  the  heartaches  and  abuse,  he 
likes  the  job.  He  enjoys  trying  to  get  done  what  he's  so  long 
believed  should  be  done. 

He  sought  the  job  for  12  years. 

Not  run  again? 

Foolish  question. 
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THIS  CHEMICAL  BANK  LEAD  SHOULD  HAVE  MANY  FOLLOWERS 


Giving  away  money  is  hardly  the  hardest  thing  in  the 
world  to  do.  Giving  it  in  a  way  that  multiplies  the  intend- 
ed good  is  a  whole  other  matter. 

Under  the  leadership  of  Chemical's  discerning  chief, 
Don  Platten,  Chemical  Bank  this  year  introduced  a  most 
consequential  innovation  to  its  philanthropies.  Instead  of 
deciding  during  each  year  what  to  give  multiple  Good 
Causes,  those  responsible  decided  to  make  commitments 
of  specific  sums  for  each  of  the  next  three  years. 

Fifty-one  colleges  and  universities  as  well  as  22  other 


nonprofit  institutions  will  be  able  to  bank  on  these  funds 
to  make  future  plans  with  a  bit  less  uncertainty. 

And  the  exercise  required,  on  the  part  of  the  giving 
company,  to  determine  who  merits  the  three-year  pledge 
is  bound  to  bring  a  sharper,  sounder,  more  meaningful 
focus  to  its  philanthropic  program. 

In  these  days  of  leaner  federal  largess,  the  Chemical  plan 
couldn't  be  more  timely.  It's  a  perceptive  approach  that 
one  hopes  will  be  taken  up  by  companies  large  and  small, 
far  and  wide. 


Big  is  beautiful. 


WHICH  AD  TURNS  TOU  ON? 

I  don't  recall  ever  having  seen  any 
other  TV  ad  as  beguiling  as  this  one.  It 
makes  as  persuasive  a  case  as  can  be 
made  for  a  large  screen  at  home. 

On  the  other  hand,  how  often  do 
you  test  your  living  room  furniture  by 
taking  it  outside  and  running  your 
automobile  into  it?  Imagine  how  un- 
comfortably hard  the  thing  must  be  if 
it's  solid  enough,  heavy  enough, 
strong  enough  to  crumple  the  front  of 
your  car  should  you  be  tempted  to 
rush  right  out  and  try  this. 


DON'T  MEAN  TO  LIGHT  A  SAFIRE,  BUT  .  . . 


Bill  Safire  is  the  Wordman  par  excellence.  Some  of  his 
satirical  columns  put  him  in  that  rare  league  with  Swift  of 
old  or  Mencken  of  not-so-old.  Safire  speeches  are  studded 
with  rapier  wit. 

As  multiple  articles  and  books  on  words  testify,  words 


are  his  business.  But  I  think  I've  caught  the  master  misus- 
ing one  of  same.  Recently  he  referred  to  something  as  "a 
bad  mistake."  There  are  good  mistakes?  As  Gertrude  Stein 
might  have  put  it,  a  mistake  is  a  mistake  is  a  mistake. 
Or,  Bill,  am  I  wrong? 


COLLECTING  HAS  ALWAYS  BEEN  DIFFICULT 


I  am  not  referring  to  collecting  art — 
that's  more  expensive  than  difficult. 
These  comments  refer  to  the  difficulty 
of  collecting  what's  owed,  whether  it's 
money  owed  a  business  by  other  busi- 
nesses or  money  owed  by  one  individ- 
ual to  another.  There  are,  of  course,  a 
number  of  businesses  in  the  business  of 
collecting  unpaid  bills.  Occasionally, 
though,  a  great  benefit  can  result  from 
a  collecting  effort. 

For  instance,  take  this  stunning  Peter 
Paul  Rubens  painting,  Cupid  Supplicat- 
ing Jupiter's  Consent  to  His  Marriage 
with  Psyche.  According  to  Dr.  Michael 
Jaffe,  England's  foremost  authority  on  Rubens,  the  artist 
was  having  difficulty  collecting  the  money  owed  him  by 


Queen  Marie  de  Medici  for  a  huge  cycle 
of  20-odd  paintings  he  had  done  for  her. 
After  unsuccessfully  pressing  the  slow 
payer,  Peter  Paul  was  told  by  the  dis- 
penser of  de  Medici  ducats  that,  as  fi- 
nance minister,  he  could  take  care  of 
the  matter  if  the  artist  would  do  a  paint- 
ing for  him. 

So,  with  the  artist  no  doubt  anxious 
to  get  his  fee,  what  we  have  here  is  this 
extraordinary  work — it  might  be  called 
"The  Bribe,"  or  "The  Commission," 
paid  for  payment  of  Commissions. 

And,  unlike  many  great  Rubens  can- 
vases on  which  apprentices  frequently 
filled  in  areas  of  an  outline  done  by  their  Master,  he  did 
this  painting  himself  in  about  two  or  three  weeks. 
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JUST  PLAIN  JEANS! 


About  the  same  time  that  a  Singapore  outfit  announced 
the  ultimate  designer-absurdity  blue  jeans  (with  a  solid 
gold  label  and  a  "Y"  trademark  of  22  kt  gold  on  the  right 
hip  pocket  for  $850),  news  that  designer-jean  sales  general- 
ly were  on  their  duff  hit  the  press. 

The  whole  jean  bit  has  gotten  out  of  hand.  Nowadays 


more  people  are  looking  at  what's  on  the  hip-pocket  patch 
than  at  the  hips  so  expensively  snugged — which,  one 
would  suppose,  is  not  really  what  the  wearer  had  in  mind. 

Nice  to  know  that  it's  fast  getting  to  be  more  chic  once 
again  to  wear  the  real  McCoy — Levi's,  where  the  whole 
thing  started  some  15  years  back. 


"TV'S  MADE  KIDS  BRIGHTER  SOONER" 


That  observation  was  made  to  us  by  Gael  Greene,  the 
spicy  restaurant  critiquer  and  even  spicier  bestselling  nov- 
elist. Her  point  was  that  kids,  instead  of  seeing  only  the 
same  old  kitchen,  yard  and  family  faces  and  hearing  the 
same  old  nays  and  absentminded  answers  to  their  nagging 
ways,  begin  pushing  the  TV  buttons  as  soon  as  they  can 
reach  'em.  At  this  tender  age  the  drivel,  trash  and  commer- 

CLASST 

is  a  word  that  isn't. 


cials  are  all  colorful  and  exciting,  and  even  broadening,  to 
their  little  minds. 
Gael's  got  a  point. 

And,  as  we've  said  before,  if  the  commercials  make  kids 
hungry  for  sugary  cereals  and  nonworking  toys,  it  helps 
train  parents  to  be  less  indifferent,  less  indulgent.  They 
have  to  notice  their  moppets  a  bit  more. 

BEING  PRETTY 

can  make  one  pretty  vulnerable. 


By  M.S.  Forbes  Jr. 


For  an  understanding  of  what's 
happening  to  the  shape  of  the  Amer- 
ican economy,  read  James  Cook's 
brilliant  piece,  "The  molting  of 
America,"  starting  on  page  161.  The 
changes  are  unsettling,  but  the  fu- 
ture implications  are  enormously 
positive  for  most. 

The  possible  snake  in  this  garden 
is  not  the  fact  that  traditional  indus- 
tries will  disappear  or  be  fundamen- 
tally altered,  but  rather  that  politi- 
cos,  like  Canute  bellowing  at  the 
tides,  may  try  to  interfere  with  or 
reverse  this  process. 

Remember  all  the  bromides  and 
paeans  we  used  to  read  in  our  histo- 
ry books  about  the  sturdy  yeoman 
farmer?  For  generations,  "saving  the 
traditional  American  farm  family" 
was  a  staple  of  political  speech- 
making.  After  all,  that  was  the 
"backbone"  of  America. 

For  the  most  part,  the  nostrums 
applied  to  preserve  the  small  family 
farmer  didn't  reverse  the  downsiz- 
ing of  the  American  agricultural 
sector.  Funds  spent  to  halt  changes 
were  merely  a  waste  of  money,  but 
otherwise  harmless. 

There  was  one  exception. 

Farmers  had  an  especially  hard 
time  in  the  1920s.  Most  commenta- 
tors blamed  agriculture's  troubles 
on  "foreign  competition."  The  farm 


SNAKE  IN  THE  GARDEN 

belt  had  prospered  mightily  during 
World  War  I.  With  European  agri- 
culture back  on  its  feet  after  the 
war,  the  boom  times  were  over. 

In  1929  our  newly  installed  Presi- 
dent, Herbert  Hoover,  felt  that  the 
way  to  help  farmers  was  by  "revis- 
ing," that  is,  sharply  raising  tariffs 
on  food  imports.  He  set  in  motion 
political  forces  that  culminated  in 
the  disastrous  Smoot-Hawley  tar- 
iffs, which  triggered  a  devastating 
world  trade  and  currency  war  that 
soon  turned  a  mild  American  reces- 
sion into  a  global  depression. 

The  troubles  besetting  America's 
traditional  industries  are  starting  to 
generate  a  similar  response. 

Listen  to  Senator  John  Glenn, 
who  may  well  be  Reagan's  oppo- 
nent in  1984,  justify  his  sympathies 
for  protectionism  and  subsidies  to 
hard-hit  manufacturers:  "America 
can  no  more  turn  its  back  on  older 
industries  than  on  its  older  commu- 
nities. They  are  the  cornerstones  of 
the  American  economy." 

Another  aspirant,  Walter  Mon- 
dale,  is  making  similar  noises.  A 
startled  James  Reston  in  the  New 
York  Times  recently  reported, 
"Lately,  he  has  been  striking  a  more 
strident  and  protectionist  theme." 

The  real  danger  comes  if  figures 
like  Mondale  and  Glenn  try  to  turn 
their  electioneering  rhetoric  into  re- 
ality. The  Great  Depression  is  a 


stark  reminder  of  the  potential  con- 
sequences if  they  succeed. 

SICK,  BUT  NOT  TERMINAL 

We're  hearing  a  lot  these  days 
about  the  debt  problems  of  lesser- 
developed  countries,  the  so-called 
LDCs.  The  crisis  is  real,  but  we 
have  been  ignoring  silver  linings. 

The  collapse  of  oil  prices  obvious- 
ly hurts  Mexico.  What  gets  over- 
looked is  that  this  same  fall  in  pe- 
troleum costs  has  enormous  bene- 
fits for  other  major  debtors,  such  as 
Brazil  and  South  Korea.  Brazil  saves 
more  than  $300  million  annually 
for  each  dollar  decline  in  the  price 
per  barrel  of  oil;  Korea,  almost  $200 
million.  Oil  producers'  gains  had 
come  at  the  expense  of  the  rest  of 
the  world. 

The  roles  are  being  reversed. 

Declining  interest  rates,  thanks 
to  changes  in  Federal  Reserve  policy 
this  summer,  are  also  providing 
debt-ridden  countries  meaningful 
relief.  Each  1%  decline  saves  LDCs 
more  than  $4  billion  a  year. 

Right  now,  all  countries,  industri- 
al and  developing,  are  hurting  be- 
cause of  the  world  recession.  By  lat- 
er next  year,  the  U.S.  economy  as  a 
whole  will  be  growing  again.  Gradu- 
ally the  recessionary  pressures  on 
LDCs  will  abate.  Banks  will  still 
have  serious  loan  problems,  but 
they  are  not  likely  to  be  fatal. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


No  Mechanics  Left 

It  is  a  curiosity  unexplained  by  sci- 
ence that  Americans  nowadays  are 
born  understanding  computers.  You 
constantly  read  of  tots  who  have 
plugged  into  giant  institutional  com- 
puting systems  and  transferred  mil- 
lions of  dollars  to  Swiss  bank  ac- 
counts or  wiped  out  entire  electronic 
filing  systems. 

Sixty  years  ago  most  American 
boys  were  born  with  an  understand- 
ing of  automobiles.  It's  my  theory 
that  this  natural  aptitude  for  the  in- 
ternal combustion  engine  was  the 
main  reason  the  Axis  was  defeated  in 
World  War  II.  .  .  .  This  skill  has  now 
been  almost  entirely  bred  out  of  the 
American  blood.  Even  licensed  me- 
chanics have  trouble  fixing  a  broken- 
down  car  in  less  than  48  hours.  ...  In- 
stead, youngsters  so  young  they  still 
think  ice-cream  sodas  are  better  than 
vintage  Bordeaux  can  fix  the  comput- 
er without  consulting  the  Massachu- 
setts Institute  of  Technology. 

— Russell  Baker, 
New  York  Times 

"Outs"  Never  Quit  D.C. 

One  irrefutable  principle  of  politi- 
cal life  was  the  "almost  total  inability 
of  Americans  to  decline  an  appoint- 
ment or  to  resign  a  post,"  Lippmann 
wrote  shortly  after  World  War  I. 


But  if  democracy  were  to  work,  men 
had  to  be  able  to  say  both  no  and 
good-bye.  . . . 

"One  day  you  are  at  the  pinnacle. 
The  next  day  you  are  back  in  Lincoln, 
Nebraska,  with  nothing  to  do.  One 
day  your  every  word  counts.  The  next 
day  you  are  considering  how  to  make 
a  living  at  the  bar.  It  is  a  case  of 
everything  or  nothing,  it  or  nit.  And 
so  men  think  twice,  and  then  think 
again,  and  find  reasons  of  the  highest 
public  order  for  not  passing  from 
greatness  into  obscurity." 

— Walter  Lippmann  and  the 
American  Century,  by  Ronald  Steel 

Blue  Blood  Like  Red  Wine 

A  delightful  anecdote  records  Luci- 
us Beebe's  snobbishness.  Once,  when 
he  was  to  go  into  the  hospital  for 
exploratory  surgery,  one  of  his  female 
acquaintances  is  said  to  have  re- 
marked to  another:  "Well,  I  do  hope 
that  the  surgeon  has  the  common 
good  taste  to  open  Lucius  at  room 
temperature." 

— Ambition, 
Joseph  Epstein 

The  Brits  Do  It  Too 

London — British  newspaper  copy 
editors  continue  to  apply  their  wits  to 
writing  punny  headlines.  A  Guardian 


"I'd  still  be  married  to  fim  if  we  hadn't  foolishly 
agreed  to  stop  lying  to  each  other." 


article  suggesting  ways  to  run  a  tea- 
shop  for  profit  appeared  under  the  ob- 
vious banner  of  "Uming  a  Living," 
and  another  story  in  the  paper  that 
told  how  John  and  Bo  Derek  had  an- 
grily berated  a  reporter  for  poking  fun 
at  one  of  Bo's  costumes  was  headed, 
"The  Perils  of  Making  a  Bo  Jest."  A 
Sunday  Times  book  review  of  Love, 
Sex,  Marriage  and  Divorce  was  sim- 
ply titled,  "A  Many-Gendered 
Thing."  And  the  Financial  Times 
took  note  of  the  optimistic  forecasts 
of  the  inventor  of  a  new  3-D  camera 
with  the  heading,  "Someday  His 
Prints  Will  Come." 

— Alan  L.  Otten, 
Wall  Street  Journal 


Q:  When  Representative 
O'Neill  calls  you  a  "Hoover 
with  a  smile,"  do  you  feel 
tempted  to  shake  your  finger 
at  him  and  say,  "Shut  up"? 

The  President:  Yes,  but  I 
have  to  do  it  before  6 
o'clock;  because  Tip  has  as- 
sured me  that  that's  just 
politics  and  that  at  6  o'clock 
we  become  friends. 

—editor  Marvin  Stone, 
U.S.  News  &  World  Report 


Kids  No  Assets? 

Traditional  families  desired  lots  of 
children  to  provide  cheap,  reliable  la- 
bor and  support  in  old  age.  As  econo- 
mies industrialize,  the  death  rate 
plummets  and  the  growth  rate  surges; 
naive  projections  of  this  period  of  de- 
velopment extrapolate  enormous  pop- 
ulation. Fortunately,  the  birthrate 
soon  drops,  because  children  are  no 
longer  so  useful.  They  have  been  con- 
verted from  an  asset  to  production  to 
an  expensive  consumer  item.  Almost 
every  country  in  the  world  now  has  a 
declining  birthrate,  many  declining 
precipitously. 

— B.  Bruce-Briggs,  reviewing 
The  Ultimate  Resource,  in  the 
NYT  Book  Review 


Butt  Sparklers 

Yane  is  now  planning  a  pair  of  dia- 
mond-solitaire jeans  that  will  cost  as 
much  as  $3,500.  But  wearers  of  the 
gilded  britches  might  want  to  be  dis- 
creet, or  they  could  find  themselves 
confronted  by  a  mugger  who  growls, 
"Keep  the  wallet,  pal.  Just  hand  over 
the  pants." 

— Time 
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Any  computer  company 
can  promise 
office  automation. 

Only 

Wang 
can 

deliver. 


Wang  is  the  only  com- 
puter company  with  the  tech- 
nology to  automate  your  whole 
office  today.  Not  just  bits  and  pieces  of  it.  And  not 
just  next  year.  Today.  The  whole  works.  To  help  all 
your  people  handle  all  kinds  of  information:  words, 
numbers,  images,  voice. 

With  a  system  that's  remarkably  friendly, 
easy  to  use  and  easy  to  add  on  to.  We  will  also  be 
at  your  side  making  certain  everything  works  like 
we  promised,  wherever  you  are  in  the  world. 

That's  what  makes  Wang  the  leader  in 
office  automation.  You  see,  what  others  profess, 
we  provide. 

For  a  presentation  on  Wang  office  automa- 
tion, call  1-800-225-0643  (in  Massachusetts  call 
1-617-459-5000,  ext.  5711).  Or  write  to 
Wang  Laboratories,  Inc.,  Business  Executive 
Center,  One  Industrial  Avenue,  Lowell,  MA  01851. 


WANG 


The  Office  Automation  Computer  Company 
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What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


The  trade  deficit 
— bad  and 
getting  worse 


With  every  left-wing 
victory,  the  dollar 
gets  a  boost 


Old  indicators 

are  losing 
their  validity 


Signals  from  the 
service  sector 
deserve  more  notice 


WHAT  OF  THE  DOLLAR? 

The  strong  dollar  promises  to  be  a  drag  on  the  forthcoming 
recovery,  but  a  generally  healthy  drag.  In  just  two  years  the  U.S.  dollar 
has  climbed  40%  against  such  solid  currencies  as  the  deutsche  mark 
and  the  yen.  That  hurts  U.S.  export  trade  by  making  U.S.  goods  more 
expensive  abroad  and  it  encourages  imports  by  making  them  less 
expensive  here.  As  a  result,  the  U.S.  trade  deficit  ran  at  record  pace 
through  the  first  nine  months  of  1982 — just  short  of  $30  billion.  And  as 
the  recovery  develops,  a  strong  dollar  will  suck  in  even  more  foreign 
goods  and  make  the  deficit  worse. 

How  does  this  brake  the  recovery?  By  providing  continuing  competi- 
tion for  U.S.  manufacturers.  For  example,  as  long  as  a  cheap  yen  holds 
down  Japanese  car  prices,  it  becomes  that  much  harder  for  Detroit  to 
raise  its  profits  and  fatten  its  profit  margins.  None  of  this  will  be 
enough  to  stop  the  recovery,  but  it  will  help  to  slow  it  down.  Unable  to 
increase  prices  and  profits  as  much  as  they  would  like,  U.S.  business- 
men will  be  more  cautious  about  expansion. 

Continued  political  troubles  in  Europe  and  developing  economic 
weakness  in  Japan  will  keep  the  dollar  strong  (i.e.,  expensive)  in  spite 
of  falling  U.S.  rates  and  swelling  trade  deficits.  The  explanation  is 
simple.  Frightened  foreign  investors  hold  the  dollars  that  American 
consumers  send  overseas,  so  there  is  no  dollar  glut. 

Besides  slowing  the  recovery,  the  growing  inflow  of  foreign  goods  has 
another  side  effect:  It  helps  hold  down  inflationary  wage  increases.  As 
long  as  quality  foreign  goods  are  available  here  at  low  prices,  U.S. 
workers  will  be  unable  to  demand  huge  wage  increases.  (Ever  notice 
how  many  liberals  who  blame  unemployment  in  the  auto  industry  on 
President  Reagan's  policies  drive  foreign  cars?)  So,  the  strong  dollar, 
though  a  hindrance  to  U.S.  business,  has  some  healthy  side  effects. 

Foreign  competition  isn't  the  only  factor  limiting  U.S.  industrial 
recovery.  Hard  times  have  put  the  pressure  on  everyone  everywhere  to 
stretch  resources.  The  downsizing  of  U.S.  cars  makes  a  given  amount 
of  steel,  glass  and  rubber  go  further  (see  p.  161). 

So,  expect  more  than  normal  confusion  among  forecasters  in  spotting 
an  upturn  in  the  economy.  Some  classic  signals — steel  production, 
ton-miles  of  rail  freight,  kilowatt-hours — are  losing  validity  as  indica- 
tors of  economic  vitality.  Such  familiar  indicators  derived  their  useful- 
ness from  an  older  America,  where  economic  health  could  be  spotted 
by  the  amount  of  smoke  pouring  from  the  stacks.  The  steel  industry 
has  recently  been  operating  at  below  40%  of  capacity.  That's  lower 
than  at  any  time  since  the  1930s.  But  plainly  the  economy  as  a  whole, 
troubled  though  it  is,  isn't  staggering  along  at  Depression  levels. 

Old  indicators  still  have  their  uses,  but  with  47.5%  of  GNP  now 
accounted  for  by  the  service  sector,  such  indicators  as  service-sector 
employment  and  price  changes  deserve  closer  attention.  Paying  exclu- 
sive attention  to  industrial  indicators  can  only  be  misleading. 
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The  Forbes  Index 


Forbes  Index 


12-month  close-up 
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Steady  as  she  goes.  The  Forbes  Index  has  flattened  out, 
ending  the  sawtooth  pattern  it  has  followed  in  recent 
months.  Good  news  was  provided  by  housing  starts, 
which  were  up  15.5%  in  September  following  a  12.7% 
decline  in  August.  Also  positive  was  news  from  the  infla- 
tion front.  Both  the  consumer  price  index  and  the  index  of 
price  changes  in  service-connected  sectors  registered 


0.2%  gains.  That's  a  very  low  2%  annual  inflation  rate. 

The  Forbes  Index  failed  to  rise  largely  because  the 
unemployment  rate  increased.  Claims  in  September  post- 
ed a  disheartening  18.4%  rise  over  midsummer  levels.  In 
fact,  unemployment  claims  are  now  at  the  highest  point 
in  the  index'  history.  If  we  draw  another  harsh  winter,  it 
appears  the  recovery  will  not  arrive  until  spring. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  coat  of  services  relative  to  aU  consumer 
prices,  the  level  o{  new  orders  (or  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  is  presented  at  right. 


Industrial  production  index  ( 1967  =  100) 
Seasonally  adjusted  (Federal  Reserve) 


Unemployment  claims  (thousands) 
seasonally  adjusted  (Dept.  of  Labor) 
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all  urban  consumers,  unadjusted  (Dept.  of  Labor) 
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Manufacturers  new  orders  and  inventories 

($billions|  seasonally  (Dept.  of  Commerce) 
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seasonally  adjusted  (Dept.  of  Commerce) 
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New  housing  starts  (thousands) 

privately  owned,  unadjusted  |Dept.  of  Commerce) 
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Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce) 
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QUICK.  WHO  JUST 

WON  EUROPE'S 
MOST  COVETED  PRIZE 
FOR  AUTOMOTIVE 

EXCELLENCE? 


When  52  journalists  from  16  countries  were  asked 
to  choose  the  best  new  car  on  the  roads  of  Europe, 
they  spent  weeks  testing  entries  from  Volkswagen,  Datsun, 
Toyota,  GM-even  a  $23,000  BMW.  And  then  they  named 
the  Renault  9  Europe's  Car  of  the  Year  for  1 982. 


RENAULT 


Now  you  can  drive  the  Renault  Alliance,  the  U.S. 
version  of  the  car  that's  breaking  sales  records  across 
the  Continent.  Built  in  the  States  by  American  Motors, 
the  Alliance  has  been  carefully  tailored  to  meet  the  needs 
of  the  American  driver.  Including  the  need  to  be 
affordable  Get  behind  the  wheel  and  understand  what 
Europe's  automotive  experts  mean  when  they  smile 
and  say,  "Voila,  Renault" 

For  more  information,  please  write:  Renault  Marketing 
Dept.,  American  Motors  Corp.,  27777  Franklin  Road, 
Southfield,  Michigan  48034. 


Osborne  brings  you  the 
comparison  IBM  and  Apple 
don't  want  you  to  see. 


Other  computer  companies  dazzle  buyers 
with  an  array  of  options  and  add-ons  that 
makes  the  final  price  hard  to  determine 
and  makes  the  computer  hard  to  buy, 
complex  to  assemble,  and  very 
difficult  to  carry. 

We  believe  in  making  personal 
computers  that  are  easy  to  learn  and 
use.  And  that  starts  with  making 
computers  easy  to  buy. 

The  Osborne  1™  Personal  Business 
Computer.  One  simple  price,  $1795, 
buys  it  all. 

And  it  all  comes  in  a  portable  case 
you  can  take  with  you  wherever  you 
work.  Because  once  you  go  to  work  with 
an  Osborne,  you  won't  want  to  work 


any  other  way. 

For  your  nearest  dealer,  call  (in  California) 
800  772-3545,  ext.  905;  (outside  California) 
call  800  227-1617,  ext.  905. 


$1795.  Complete.  Including  Software. 


SBORNE 


COMPUTER  CORPORATION 


OSBORNE  1™ 

Computer  with  64K  RAM,  two  floppy  drivesA, 
keyboard  and  CRT: 

$1795 

$3240B 

$3120c 

Serial  communications: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

Modem  Connection: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

IEEE  488  Instrument  communications: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

BASIC  interpreter0: 

INCLUDED 

PWCLUDED 

INCLUDED 

Business  BASIC ,:: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

CP/M®  Control  Program: 

INCLUDED 

EXTRA  COST 

F  (see  below) 

Word  Processing0: 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

Electronic  Spreadsheet": 

INCLUDED 

EXTRA  COST 

EXTRA  COST 

Carrying  Case: 

INCLUDED 

"^Smodst" 

EXTRA  COST 

TOTAL  PRICE1: 

$1795 

$4000-4700 

$4000-4700 

A.  The  Osborne  1™  includes  two  built-in  100K  byte  floppy  disk  drives.  The  IBM*  and  APPLE  II*  drives  provide  approximately  160K  bytes  of 
storage.  B.  From  the  IBM  Product  Center  Personal  Computer  Price  Schedule.  C.  From  the  Apple  Computer  Suggested  Retail  Price  List. 
D.  The  Osborne  includes  MBASIC-  from  Microsoft.  E.  The  Osborne  includes  CBASIC8,  a  business-oriented  BASIC  language  from  Digital 
Research.™  F.  The  Osborne  includes  CP/M®,  the  industry-standard  control  program  from  Digital  Research.  The  list  of  software  packages 
which  will  run  with  CP/M  is  considerable.  IBM  offers  CP/M  86  (a  version  of  CP/M)  at  extra  cost.  There  are  optional  hardware  systems  which 
allow  the  Apple  II  to  run  CP/M;  the  Apple  II  control  program  is  highly  comparable  to  CP/M.  G.  The  Osborne  includes  WORDSTAR®  word 
processing  with  MAILMERGE®— products  of  MicroPro™  International.  H.  The  Osborne  includes  SUPERCALC™,  the  electronic  spreadsheet 
system  from  Sorcim  Corporation.  I.  Exact  price  comparisons  cannot  be  presented,  because  the  software  and  hardware  options  chosen  tc 
create  the  "equivalent"  of  the  Osborne  1  Personal  Business  Computer  vary  in  price.  The  range  indicated  was  computed  using  price  lists 
from  IBM  and  Apple.  Documentation  of  the  computations  are  available  on  request  from  Osborne  Computer  Corporation.  Trademarks; 
OSBORNE  1:  Osborne  Computer  Corporation;  SUPERCALC:  Sorcim  Corporation;  Digital  Research:  Digital  Research,  Inc.;  Registered  Trade- 
marks: WORDSTAR,  MAILMERGE:  MicroPro  International  Corporation  of  San  Rafael,  CA;  MBASIC:  Microsoft;  CBASIC,  CP/M:  Digital  Research 

Inc.;  IBM:  IBM  Corporation;  Apple,  Apple  II:  Apple  Computer  Corporation.  dBASE  and  dBASE  II  ar?  trademarks  ol  Ashton  Tale,  lnc 


Forbes 


Japanese  competition  has  forced  Caterpil- 
lar to  face  the  facts.  The  current  strike 
continues  because  the  auto  workers  union 
refuses  to  face  the  same  harsh  set  of  facts. 


Cat  claws 
for  life 


By  Jerry  Flint 


In  Peoria  they  do  not  like  to  use 
the  word  "war"  when  talking 
about  the  strike  between  Cater- 
pillar Tractor  Co.  and  the  United 
Auto  Workers.  "That's  your  charac- 
terization, not  mine,"  insists  J.K. 
Ward,  Cat's  chief  bargainer.  Across 
town,  Jim  O'Connor,  president  of 
UAW  Local  974,  the  key  local,  also 
downplays  the  conflict.  He  figures 
that  Caterpillar  wants  a  strike  simply 
because  it  is  cheaper  than  cutting  pro- 
duction and  laying  off  more  workers. 

But  there  is  a  war  in  Peoria,  the 
most  important  labor  struggle  in  the 
country  today.  The  strike  of  some 
20,400  that  began  Oct.  1  will  deter- 


mine if  a  powerful  union  will  make 
concessions  before  a  company  has 
turned  the  corner  to  disaster. 

All  those  union  givebacks  that  have 
received  so  much  publicity  have  gone 
to  firms  struggling  to  survive,  the  air- 
lines and  the  automobile  companies, 
for  example. 

Caterpillar  is  different.  Only  last 
year,  sales — $9.2  billion — and  earn- 
ings— $579  million  or  $6.64  a  share — 
were  at  record  levels.  The  first  two 
quarters  this  year  were  profitable  de- 
spite the  worldwide  recession.  What 
is  more,  Cat  still  dominates  world 
markets  in  construction  equipment. 

But  there  is  another  side  to  the  sto- 
ry. Cat's  earnings  have  been  on  a  pla- 
teau for  the  last  four  years — it  earned 


only  8  cents  a  share  more  last  year 
than  in  1978.  Its  return  on  equity  has 
fluctuated  from  levels  above  20%  to 
under  16%. 

More  important,  Cat's  one-third 
share  of  its  world  markets  has  been 
eroding.  Why?  Abdel-Hamid  Kamal, 
an  Egyptian  government  agricultural 
official,  explains.  Egypt  needs  earth- 
movers  on  its  farms  to  clear  blocked 
drainage  ditches.  Are  American  ma- 
chines good?  Forbes  asked  Kamal. 
"Caterpillar  is  tops,"  he  said  enthusi- 
astically. "But  we  cannot  use  U.S.  ma- 
chines; the  price,  the  transportation 
costs,  are  too  high." 

The  strong  dollar  compounds  the 
problem  of  higher  U.S.  labor  costs. 
"We  can  handle  a  10%  to  15%  differ- 
ential, but  not  40%,"  says  Cat  Trea- 
surer Charles  Rager.  The  competition 
comes  particularly  from  Japan:  Kawa- 
saki, Kato,  Hitachi,  Toyota  and  Nis- 
san in  fork-lift  trucks,  and  the  big 
threat  in  earthmovers,  Komatsu.  Cat 
pay  averages  $12.82  an  hour — that  is 
$500  a  week,  or  $26,000  a  year— and 
labor  costs  (including  benefits)  are 
over  $19  an  hour.  That  is  double  Ko- 
matsu's  labor  costs. 

The  argument  does  not  shake  the 
union.  "So  where  does  it  stop?  Can 
they  go  and  compare  with  Mexico, 
where  it  is  $5  an  hour?  There's  no  end 
to  it,"  argues  a  UAW  man.  But  Ward 
of  Caterpillar  makes  a  different  point. 
"We're  not  trying  to  get  down  to  the 
Japanese  level.  We're  trying  to  con- 
tain costs,"  says  the  company's  bar- 
gainer. "We  need  to  compete  in  the 
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Caterpillar  strikers  with  Local  President  Jim  O'Connor;  Cat's  chief  bargainer,  J.K.  Ward 

"If  it  lasts  three  to  four  months,  they  might  make  some  concessions. 

Maybe.  But  they  just  might  get  mad  and  say  no,  we're  not  going  to  work  and  starve. 
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market  here  and  abroad  from  a  U.S.- 
based  position."  Cat,  one  of  the  U.S.' 
leading  exporters,  supplies  two-thirds 
of  its  world  sales  from  its  American 
plants. 

In  their  respective  demands,  the 
union  and  the  company  disagree  on 
the  shape  of  the  industrial  world.  The 
UAW  made  what  in  other  days  would 
have  been  a  generous  offer:  continue 
the  old  contract  for  three  years  with 
annual  3%  raises  and  cost-of-living 
allowances  (COLA)  continued  for 
three  years  but  no  new  add-ons — no 
more  paid  time  off,  no  new  health 
care  benefits,  no  pension  increases. 
But  even  that  offer  reflects  the  feeling 
that  getting  more  money,  not  saving 
more  jobs,  is  the  issue. 

Cat  turned  it  down  and  stuck  to  its 
proposal:  no  basic  pay  increases  for 
three  years;  COLA  for  two  of  the  three 
years  but  at  a  trimmed-down  rate. 
The  union  proposal  probably  would 
have  pushed  that  $12.82  an  hour  up 
about  22%  at  the  end  of  three  years  to 
$15.65,  figuring  on  about  5%  infla- 
tion. The  company  offer  would  push 
it  up  8%,  to  $13.82  over  three  years. 
But  Cat  would  get  that  back  from 
other  givebacks:  It  wants,  for  exam- 
ple, to  get  back  50  hours  a  year  of  paid 
time  off  (which  would  mean  roughly 
3%  more  production  at  no  extra  labor 
cost).  Other  Cat  proposals  run  from  a 
move  to  crimp  areawide  seniority 
(which  would  save  costly  shifting  of 
workers  among  plants  during  layoffs) 
to  a  big  cut  in  the  anti-absenteeism 
incentive. 

"A  29-year-seniority  man  laid  off 
while  a  10-year  man  continues  to 
work?  No  union  man  would  stand  for 
that,"  complains  a  UAW  official. 

By  putting  out  proposals  the  union 
was  certain  to  reject,  Cat  clearly  has 
forced  a  strike.  The  question  now  is 
can  it  win? 

The  workers,  in  many  ways,  seem 
to  be  in  a  stronger  position.  The  strik- 
ers are  seniority  men  and  women — 
there  were  14,400  less-senior  UAW 
workers  laid  off  before  the  strike.  This 
means  the  strikers  generally  have 
owned  their  homes  for  years,  pay 
$200-to-$300-per-month  mortgages, 
own  paid-up  cars  and  have  money  in 
the  bank.  "Most  can  handle  them- 
selves for  two  to  three  months,"  says 
O'Connor.  At  least!  Remember,  the 
UAW  kept  International  Harvester 
shut  for  six  months  three  years  ago. 
The  UAW  pays  Cat  strikers  $65  a 
week  and  picks  up  $4  million  a  month 
for  life  and  hospitalization  insurance. 

The  company,  on  the  other  hand, 
lost  $137  million  pretax  in  the  third 
quarter,  will  lose  more  than  that  in  the 
fourth,  and  may  be  losing  $60  million 


a  month  to  the  strike.  "Our  borrow- 
ings total  $2.6  billion  [40%  of  capital- 
ization] and  they  are  going  to  be  high- 
er," says  Treasurer  Rager.  Cat  is  fur- 
ther strapped  because  it  laid  out  $505 
million  last  year  to  enter  the  oil-  and- 
gas-equipment  business  by  buying 
Harvester's  Solar  Turbine  division. 
That  acquisition,  intended  to  boost 
flagging  earnings  growth,  has  turned 
out  to  be  a  poor  bet  in  the  short  term. 

So,  clearly  troubled,  Cat  sharpened 
its  claws  for  a  fight.  By  fall,  Caterpil- 
lar had  shipped  an  extra  $300  million 
of  product  to  dealers  and  lined  up 
thousands  of  finished  earthmovers  be- 
hind its  own  fences.  It  laid  off  thou- 
sands of  blue-  and  white-collar  work- 
ers, cut  the  dividend  to  37.5  cents 
from  67.5  cents,  trimmed  top  execu- 
tive pay  10%  and  other  white-collar 
pay  from  3%  to  9%.  Also,  it  cut  cap- 
ital spending  $150  million  this  year 
and  $175  million  next  year,  and 
spread  the  word  that  more  layoffs 


were  coming. 

If  the  strike  lasts  a  few  more 
months,  Cat  could  ship  those  lined- 
up  tractors,  although  the  union  warns 
this  will  trigger  a  bloody  riot.  More 
likely,  a  four-to-six-month  strike 
would  mean  the  threat  of  shifting 
some  production  abroad. 

That  might  bend  the  union.  "If  the 
strike  lasts  three  to  four  months," 
says  Jim  O'Connor  of  his  Local  974 
members,  "they  might  make  some 
concessions.  Maybe.  But  they  just 
might  get  mad  and  say  no,  we're  not 
going  to  work  and  starve." 

Considering  Cat's  pay  and  benefit 
package,  starvation  isn't  the  issue. 
The  issue  the  union  does  not  seem  to 
be  facing,  but  management  must  face, 
is  that  if  Cat's  prices  are  out  of  line,  it 
cannot  force  buyers — even  American 
buyers — to  purchase  its  equipment 
over  Japanese  or  German  equipment. 

A  crippled  Cat  means  jobs  lost,  for- 
ever. This  is  not  a  threat,  but  a  fact.  ■ 


Edgar  Kaiser  Jr.  built  a  dealmaker's  repu- 
tation betting  on  hard  assets.  He  recently 
has  lost  more  than  his  reputation. 


Breaks  of 
the  game 


By  John  Merwin 


Only  two  years  ago  Edgar  Kai- 
ser  Jr.,  grandson  of  famed  in- 
dustrialist Henry  J.  Kaiser,  was 
making  headlines  with  another  of  his 
trenchant  deals.  He  sold  the  public 
company  he  headed,  Vancouver-based 
Kaiser  Resources,  to  a  British  Colum- 
bia fiim  for  $620  million  (all  figures  in 
Canadian  dollars) — 70%  above  mar- 
ket price — and  walked  away  with  $49 
million  for  his  shares  in  the  coal,  oil 
and  gas  producer. 

He  subsequently  bought  back  the 
Kaiser  Resources  name,  its  U.S.  oil  and 
gas  acreage,  plus  a  $12  million  Gulf- 
stream  III  jet.  Kaiser  also  got  a  contract 
giving  him  3'/2%  commission  on  his 
former  company's — renamed  B.C. 
Coal — continuing  coal  sales. 


Edgar  Kaiser  Jr. 
Losing  the  Btu  game. 
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Now  that  investment  doesn't  look 
so  good,  and  neither  does  a  second 
multimillion-dollar  oil  and  gas  deal. 
Kaiser  bet  heavily  on  "hard  asset" 
plays,  part  of  what  he  once  tagged 
"the  Btu  game."  But  for  all  his  deal- 
making,  Kaiser  was  doing  only  what 
many  lesser  mortals  did  in  the  late 
1970s:  assuming  that  the  price  of  oil 
(or  condominiums  or  houses  or  gold) 
could  only  go  up.  Now  that  prices  for 
oil  reserves  and  wildcat  acreage  are 
down,  the  40-year-old  Kaiser  is  feeling 
the  pinch. 

Kaiser  Resources  owes  B.C.  Coal 
$10.7  million  for  the  U.S.  oil  and  gas 
properties,  but  recently  stopped  pay- 
ing its  $1.4  million  quarterly  install- 
ments on  that  debt,  say  aides,  because 
B.C.  Coal  canceled  the  $1.4  million-a- 
month  coal  commission  agreement. 
In  late  October  B.C.  Coal,  believing  it 
was  in  a  footrace  with  Kaiser  Resourc- 
es' other  major  creditor,  Bank  of  Mon- 
treal, asked  a  court  to  declare  Kaiser's 
company  bankrupt. 

Through  a  spokesman,  Kaiser  says 
he  was  shocked  by  the  bankruptcy 
petition.  Citing  other  unspecified  in- 
vestments, Kaiser  maintains  he  isn't 
in  deep  financial  trouble.  Neverthe- 
less, in  the  last  few  months  Kaiser 
Resources  sold  the  Gulfstream  jet, 
and  Kaiser  personally  sold  a  $1.75 
million  estate  on  a  Washington  is- 
land. With  his  coal  cash  cow  dried  up, 
Kaiser  has  been  trying  to  sell  his  cash- 
hungry,  indebted  oil  company  and  its 
Gulf  Coast  oil  acreage  but  hasn't 
found  a  buyer. 

Kaiser's  other  energy  headache  is 
Asamera,  a  Calgary-based  Amex  com- 
pany that  derives  most  of  its  income 
from  Indonesian  oil  production.  In 
1981  Kaiser  and  a  small  group  of  chief 
executives  of  companies  such  as 
Daon  Development  and  Genstar 
poured  $35  million  into  a  new  issue  of 
Asamera  preferred.  That  preferred 
\  stock  is  convertible  into  common  at 
!  $23  a  share.  Asamera  common  sells 
today  for  $13. 

Troubled  as  his  "Btu  game"  is,  an- 
other game  is  not  playing  for  Kaiser 
l  either.  He  bought  football's  Denver 
I  Broncos  for  an  estimated  $35  million 
in  1981.  The  business,  of  course,  is 
t  mired  in  the  pro  game's  seven-week- 
)  old  strike. 

On  past  performance,  you  can't 
\\  count  Kaiser  out.  He  brought  Kaiser 
Resources  back  from  near  bankruptcy 
only  seven  years  before  selling  it  at 
that  substantial  premium.  He  knows 
his  business,  in  other  words.  But  infla- 
tion gulled  Kaiser,  as  it  did  so  many 
others,  and  gave  him  one  of  those 
1970s  reputations:  quickly  estab- 
lished, suddenly  demolished.  ■ 


How  some  companies  are  meeting  their 
pension  fund  obligations  and  improving 
their  balance  sheets  to  boot.  Or  so  it  seems. 


Let  them  eat 
stock 


By  William  Harris 


When  U.S.  Steel  made  its  an- 
nual pension  fund  contribu- 
tion two  months  ago,  it 
wasn't  exactly  front-page  news.  But 
for  the  folks  at  the  Department  of 
Labor  who  are  paid  to  keep  companies 
from  fooling  around  with  their  pen- 
sions, it  was  the  talk  of  the  office. 

U.S.  Steel  decided  to  pay  its  $335 
million  pension  bill  with  stock — not 
cash.  Moreover,  the  company  printed 
a  brand-new  issue  of  convertible  pre- 
ferred to  which  it  assigned  a  value  of 
$100  a  share.  Is  it  really  worth  that? 
No  one  knows,  because  the  shares 
aren't  yet  registered  and  can't  be  trad- 
ed. It  pays  a  $12.75  dividend;  capital- 
ize that  how  you  will. 

Actually,  U.S.  Steel  is  just  one  of 
five  companies  to  meet  its  pension 
obligation  with  company  stock  since 
midsummer.  The  others  are  Alcoa, 
Wheeling-Pittsburgh,  Reynolds  Met- 
als and,  most  recently,  Kodak. 

For  U.S.  Steel  this  maneuver  is  pay- 
ing off — so  far.  By  issuing  $335  mil- 
lion in  stock — for  which  it  had  a  ready 
taker — the  company  increased  its  eq- 
uity by  that  much  overnight. 

How  successful  would  the  firm 
have  been  in  selling  that  issue  in  the 
open  market?  Good  question.  But  at  a 
time  when  companies  like  Harper  & 
Row  and  A&.P  are  terminating  their 
pensions,  many  plans  are  happy  to  get 
whatever  they  can — even  if  that  skirts 
the  boundaries  of  fiduciary  duty. 

"There  is  a  potential  for  conflict 
and  abuses  here,"  understates  Jeffrey 
Clayton,  administrator  of  pension 
benefits  at  the  Department  of  Labor. 
Under  ERISA,  he  explains,  it  is  illegal 
for  a  corporation  to  use  its  pension 
fund  to  help  the  company  when  that's 


not  a  prudent-man  investment.  The 
pension  fund  is  a  sacred  entity  unto 
itself.  When  Grumman,  the  $2  billion 
(sales)  defense  contractor,  used  its 
fund's  money  to  help  prevent  a  take- 
over by  LTV  last  fall,  the  Department 
of  Labor  sued,  and  won. 

In  fact,  the  Labor  Department  has 
looked  into  the  U.S.  Steel  transaction. 
The  company  claims  it  isn't  worried. 
"This  strengthened  our  balance 
sheet,"  says  W.  Bruce  Thomas,  chief 
financial  officer  at  U.S.  Steel.  Yes,  yes. 
But  what  about  the  pension  fund? 
"We  felt  it  was  a  desirable  time  in 
terms  of  the  historic  rise  and  fall  of 
our  stock,"  he  continues  smoothly. 
"The  possibility  of  gain  is  substantial. 
Even  if  the  stock  doesn't  appreciate, 
the  fund  will  have  a  high  yield." 

Perhaps.  But  there  are  lots  of  unan- 
swered questions.  Since  the  value  of 
the  stock  is  somewhat  arbitrary,  the 
IRS  may  not  allow  U.S.  Steel — or,  for 
that  matter,  Reynolds  and  Wheeling, 
which  also  issued  preferreds — the  full 
tax  deduction  it  claims.  If  the  taxmen 
decide  the  value  of  the  shares  is  inflat- 
ed, these  companies  may  be  sued  by 
the  Department  of  Labor. 

What's  really  going  on  here  is  a 
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study  in  clever  financing.  By  issuing 
preferreds  to  its  pension  fund  instead 
of  borrowing  money  elsewhere  to  pay 
its  bill,  U.S.  Steel  has  saved  itself  a 
couple  of  interest  points  on  $335  mil- 
lion. At  the  same  time,  by  adding  that 
much  to  its  equity,  the  firm  better 
positions  itself  for  future  borrowing. 

For  the  beleaguered  metal  compa- 
nies, such  machinations  make  some 
sense.  But  what  about  Kodak?  The 
$10.3  billion  (sales)  camera  company 
is  flush  with  cash  and  equivalents — 
$622  million  at  last  count.  Kodak  ap- 
parently wanted  to  hold  on  to  that 


hoard  for  the  time  being,  choosing 
instead  to  issue  3  million  shares  of 
authorized  common  to  meet  its  $241 
million  payment. 

Because  the  Kodak  stock  is  regis- 
tered, the  fund  had  no  trouble  unload- 
ing the  common  shares  during  the 
market  rally  in  mid-October.  In  fact, 
the  fund  turned  a  tidy  $42  million 
profit  as  the  stock  moved  from 
$80.25,  when  contributed,  to  $94.25. 

Unfortunately,  the  same  may  not 
be  ultimately  true  for  other,  weaker 
companies  playing  the  same  game,  or 
in  other,  weaker  market  junctures  or 


for  issues  like  unregistered,  convert- 
ible preferred  stock.  Because  pension 
fund  contributions  are  now  eating  up 
19%  on  average  of  all  companies'  pre- 
tax profits,  you  can  bet  other  firms — 
desperate  for  extra  cash  and  more  eq- 
uity— will  shove  stock  into  their 
plans.  Still,  there  are  safeguards  with- 
in ERISA:  Only  10%  of  a  fund's  assets 
can  be  invested  in  the  company  stock, 
which  will  limit  the  use  of  the  stock- 
payment  device. 

But  isn't  this  the  kind  of  potential 
abuse  ERISA  was  supposed  to  stop 
altogether?  ■ 


Gas  utilities  are  begging  Congress  to  tackle 
the  coming  gas  crisis  Maybe  it  isn  't  a  crisis. 


Paying 
the  piper 


By  William  Baldwin 

Natural  gas  is  in  crisis,  again. 
The  interstate  pipelines  signed 
up  for  a  lot  of  expensive  gas 
after  the  shortage  of  1977,  and  they 
can't  sell  that  gas  today.  But  still  they 
must  buy  it  from  gas  producers,  and 
this  means  higher  bills  for  angry  con- 
sumers, with  cold  weather  scarcely 
upon  us.  The  result  is  that  lawyers  are 
crying  out  for  the  only  remedy  they 
know:  new  legislation. 

If  nothing  is  done,  warns  C.  Wil- 
liam Cooper,  a  lawyer  representing 
gas  distribution  utilities,  there  could 
be  a  "national  catastrophe"  within  a 
year.  "Chaos,"  predicts  Charles  But- 
ler III,  chairman  of  the  Federal  Energy 
Regulatory  Commission,  in  asking  for 
decontrol  legislation.  Gas  contracts 
are  "unconscionable,"  says  Repre- 
sentative Clarence  Brown  (R-Ohio), 
sponsor  of  a  bill  to  abrogate  promises 
the  pipelines  made  to  gas  suppliers. 

But  the  gas  industry — even  with  re- 
cession and  cheap  fuel  oil  making  un- 
marketable 13%  of  the  19  trillion  cu- 
bic feet  a  year  that  gas-well  owners 
want  to  sell — might  be  better  off  try- 
ing to  recover  its  balance  without  any 


Canadian  gas  project  under  way,  1981 
With  hindsight,  too  expensive. 


help  from  Washington.  Conceptual 
failures  in  the  1978  gas  law,  after  all, 
helped  precipitate  today's  crisis.  And 
there  are  encouraging  signs  the  mar- 
ket can  adjust  itself  this  time. 

No  question,  the  political  pressures 
will  be  severe.  They  will  come  from 
people  like  Violet  Griffiths,  a  61 -year- 
old  retired  electronics  worker  who 
has  seen  her  gas  bills  double  in  the 
past  four  years.  "It  will  go  over  $200 
this  January  if  we  have  any  cold  snap 


at  all,"  she  says  from  her  home  in 
Duluth,  Minn.  At  the  other  end  of  the 
pipeline  are  people  like  Dorothy  Van 
Nover,  a  59-year-old  widow  in  Byers, 
Kans.,  who  inherited  a  piece  of  a  Hu- 
golon,  Kans.  gas  well  that  was  spud- 
ded when  she  was  a  child.  She  was 
accustomed  to  $60  a  month  in  royal- 
ties, but  in  the  past  year  her  checks 
have  dropped  to  as  low  as  7  cents. 

Pipelines  have  cut  back  old,  cheap 
wells,  where  they  have  nominal  mini- 
mum-take obligations,  in  order  to 
make  room  for  newer,  more  expen- 
sive contracts  whose  "take-or-pay" 
provisions  may  obligate  them  for  up 
to  95%  of  a  well's  potential  output. 
InterNorth's  Northern  Natural  Gas 
subsidiary,  for  instance,  which  sup- 
plies Duluth,  has  shut  in  half  its  140- 
billion-cubic-feet-a-year  capacity  in 
the  giant  Hugoton  field,  where  its 
wellhead  cost  averages  less  than  90 
cents  per  1,000  cubic  feet  (mcf). 
Meanwhile,  it  has  signed  up  for  a 
minimum  of  110  billion  cubic  feet  a 
year  from  Canada  at  a  cost  of  $6  per 
mcf,  including  delivery  to  the  North- 
ern pipeline  system.  Result:  Consum- 
ers are  upset,  and  have  harassed  Inter- 
North's  president  at  his  home. 

With  a  typical  take-or-pay  contract, 
the  pipeline  pays  the  producer,  say,  $1 
million  now  for  gas  that  won't  be 
burned  until  1985.  In  1985,  the  price 
of  that  much  gas  will  have  escalated 
to  perhaps  $1.3  million.  The  pipeline 
then  pays  the  $300,000  balance  to  the 
well  owner  and  bills  consumers  for 
the  full  $1.3  million.  Consumers  also 
have  had  to  cover  the  pipeline's  cost 
of  financing  the  $1  million  during  the 
waiting  period. 

A  nice  deal  for  the  producers.  How 
did  they  get  such  terms?  For  two  years 
following  the  1978  gas  legislation,  it 
was  a  sellers'  market.  The  law  made 
the  mistake  of  partial  deregulation, 
leaving  all  supply  and  demand  pres- 
sures to  bear  in  a  few  spots  such  as 
take-or-pay  clauses.  Pipelines  aren't 
happy  about  the  effect  of  those  pre- 
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payments  on  their  balance  sheets.  But 
is  it  a  crisis  that  warrants  having  Con- 
gress rip  up  the  contracts?  The  worst 
problems  appear  to  be  at  InterNorth, 
Transco  and  American  Natural  Re- 
sources, with  prepayment  balances 
now  ranging  from  $70  million  to  $175 
million  and  potentially  doubling 
within  a  year.  A  nuisance,  yes,  but  not 
enough  to  hurt  the  bond  ratings  at 
these  billion-dollar  outfits. 

And  producers,  who  are  already  suf- 
fering from  the  market's  weakness — 
they  can't  get  new  wells  hooked  up — 
may  compromise  a  bit.  Last  month 
Northern  Natural  offered  this:  For  ev- 
ery $1  million  in  prepayments  you 
forego,  we  will  give  you  $200,000  out- 
right that  won't  count  against  future 
purchases.  No  takers  yet,  but  at  least 
the  producers  are  willing  to  listen. 
"Okay,  everybody  misfigured  this 
thing  and  we'll  go  back  to  the  negoti- 
ating table,"  says  Danny  Conklin,  an 
Amarillo,  Tex.  independent.  With  ne- 
gotiation and  arbitration,  Transco  is 
in  the  midst  of  slashing — it  appears  by 
half  or  better — its  biggest  take-or-pay 
liabilities,  at  an  offshore  field  near 
\  Galveston. 

Distribution  utilities  are  worried 
that,  as  industrial  users  switch  to 
:  cheaper  fuel  oil  (see  "Ghost  of  Christ- 
mas Past,"  right),  fixed  costs  will  be 
spread  among  fewer  ratepayers,  caus- 
ing more  of  them  to  desert  the  sys- 
tem. But  there  is  a  limit  to  how  many 
of  these  dominoes  will  fall.  If  even  a 
(  fourth  of  industrial  gas  consumption 
were  displaced,  demand  for  residual 
fuel  oil  would  climb  by  1  million  bar- 
:  rels  a  day,  forcing  up  the  price  of  resid- 
i;  ual  and  making  the  switch  less  eco- 
<i;  nomic.  The  market  is  responding  in 
:  another  way:  Hitherto-consumerist 
J]  utility  commissioners  are  consider- 
I  ing — and  in  Pennsylvania  have  ap- 
proved— special  price  breaks  for  large 
j  industrial  gas  buyers.  For  all  the  com- 
,  plaining,  residential  gas  at  $6  to  $7  per 
>  mcf  this  winter  will  still  be  10%  to 
30%  cheaper  than  heating  oil. 

Crisis?    Not   really.    The  conse- 
quence of  pre- 1978  price  controls  was 
wastage  at  some  factories  and  closed 
<\\  doors  at  others.  The  consequence  of 
-lj>  today's  aberrations  is  that  cheap  Kan- 
•ji  sas  gas  is  saved  for  a  future  day. 

The  gas  utility  industry  yearns  for  a 
federal  law  that  would  override  any 
minimum-take  obligations  above, 
I  say,  70% .  That  might  help,  but  who 
can  be  sure  Congress  would  stop 
there?  Says  William  M.  Brown,  an  en- 
ergy consultant  at  the  Hudson  Insti- 
i  tute:  "When  you  try  to  solve  problems 
by  government  regulation,  they  get 
increasingly  complicated  over  time." 
Better  the  chaos  we  know.  ■ 
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Columbia  Gas  System  is  firmly  stuck  in  a 
straitjacket  partly  of  its  own  making. 


Ghost  of 
Christmas  Past 


By  John  R.  Dorfman 

I IKE  ALL  NATURAL  gas  OUtfitS,  $4.4 
-billion  (sales)  Columbia  Gas 
■  System,  Inc.  is  in  a  tight  spot 
these  days.  Gas  bought  under  long- 
term  contracts  is  coming  onto  the 
market  at  prices  higher  than  that  of 
#6  fuel  oil  (Forbes,  Sept.  13}-  Industri- 
al demand  for  gas  is  down.  So  compa- 
nies like  Columbia  are  stuck  with 
unsalable  gas. 

But  Columbia,  the  largest  of  the  lot, 
is  wedged  in  tighter  than  its  competi- 
tors. It  has  compounded  bad  luck  with 
bad  management.  Its  long-term  con- 
tracts with  suppliers — both  producers 
and  other  pipelines — are  more  gener- 
ous and  more  inflexible  than  most.  So 
Columbia  faces  an  earnings  squeeze 
at  a  time  when  its  financial  perfor- 
mance has  already  been  subpar.  Of  ten 
big  pipeliners  and  distributors  ranked 
in  the  Forbes  34th  Annual  Report  on 
American  Industry,  it  placed  last  in 
return  on  equity  (averaging  13.4% 
over  the  past  five  years)  and  next  to 
last  in  earnings  growth  (5.9%).  Profit 
margins,  over  10%  in  1973,  have 
shrunk  every  year  since,  and  may  dip 
below  4%  this  year. 

The  problems  that  haunt  Columbia 
now  go  back,  in  large  part,  to  the 
winter  of  1976-77.  Before  that  winter 
began,  Columbia  sold  gas  in  storage 
that  it  did  not  think  would  be  needed. 
But  in  Ohio  and  western  Pennsylva- 
nia— the  heart  of  Columbia's  seven- 
state  service  area — that  winter  was  a 
terrible  one.  For  lack  of  gas,  schools 
and  factories  were  shut  down,  not  for 
days  but  for  weeks.  Much  of  the  press 
and  public  blamed  Columbia. 

Vowing  never  to  get  caught  in  such 
a  situation  again,  Columbia  moved 
aggressively  to  lock  in  gas  supplies. 


Columbia  Gas  Chairman  Laird 


Is  a  recession  force  majeure? 


But  it  was  a  seller's  market  then,  and 
Columbia  had  to  pay  through  the 
nose.  In  many  cases,  it  promised  pro- 
ducers to  take  90%  of  their  produc- 
tion at  specified  prices — often  escalat- 
ing by  the  rate  of  inflation  plus  3%  a 
year.  These  are  take-or-pay  contracts; 
Columbia  must  pay  whether  it  actu- 
ally takes  the  gas  or  not.  Unlike  some 
other  pipelines,  Columbia  often  left 
itself  no  escape  routes  through  mar- 
ket-out clauses,  which  let  a  pipeline 
take  less  gas  if  it  can't  find  a  market. 

Columbia  can  eventually  come 
back  to  claim  the  unused  gas  under  its 
take-or-pay  contracts.  Far  worse  are 
minimum-bill  contracts  signed  with 
five  other  pipelines,  which  among 
them  supply  the  Columbia  system 
with  about  40%  of  its  gas.  Under 
these,  Columbia  agrees  to  take  as 
much  gas  as  the  feeding  line  can  pro- 
vide, up  to  a  specified  limit.  If  Colum- 
bia uses  less,  it  must  still  pay  for  all 
the  gas  offered  and,  to  boot,  it  must 
kiss  the  unused  gas  goodbye. 

W.  Frederick  Laird,  Columbia's 
chairman  since  1980,  is  a  deep-voiced, 
soft-spoken  man  who  collects  Eskimo 
sculpture.  Recently,  he  has  slowed 
down  on  collecting:  "That  stuff  has 
gotten  pretty  expensive."  Like  gas. 
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Laird  won't  cast  blame  for  those  mini- 
mum-bill contracts  entered  into  by 
his  predecessors.  He  blames  circum- 
stances instead.  He  points  out  that 
the  five  feeding  pipelines  (Transco, 
Tenneco,  Texas  Eastern,  Texas  Gas 
and  Panhandle  Eastern)  are  all  deliver- 
ing gas  up  to  their  contract  limits, 
despite  their  earlier  estimates  that 
they  would  fall  about  20%  short. 

Second,  Columbia's  industrial  cus- 
tomers are  using  far  less  gas  than  they 
estimated  they  would,  mainly  be- 
cause of  the  recession. 

Third,  oil  prices  have  fallen.  "If  any- 
body was  predicting  18  months  ago 
that  oil  prices  were  going  to  plummet, 
we  sure  didn't  hear  about  it,"  Laird 
laments.  "People  were  predicting  $50- 
a-barrel  oil.  Today  it's  around  $32. 
People  say  that  over  time,  oil  will 
increase  3%  a  year  over  the  inflation 
rate.  I  guess  it's  true.  But  it's  sure  hell 
sometimes  in  the  zigs  and  zags." 

Whoever  is  to  blame,  the  present 
"zag"  in  prices  is  playing  hell  with 
Columbia's  big  industrial  customers. 
"We're  shut  down  right  now,"  says 
Ray  Sudheimer,  manufacturing  con- 
trol supervisor  at  a  big  Vistron  ammo- 
nia plant.  "We  can't  compete  in  to- 
day's market,  with  the  price  of  gas 
Columbia  charges  us.  When  we  start- 
ed this  plant  in  1971,  natural  gas  cost 
us  less  than  $1  per  thousand  cubic 
feet  [mcf].  Now  it's  more  than  $5." 

Another  irate  customer  is  Malcolm 
Wilkinson,  energy  vice  president  for 
Weirton  Steel.  "Columbia  Gas'  sup- 
ply picture  used  to  be  terrible,"  he 
says.  "We  were  curtailed  routinely 
and  quite  suddenly.  It  caused  a  lot  of 
commotion,  and  it  cost  us  a  lot  of 
money."  Now,  Columbia  has  fixed 
that  problem,  Wilkinson  concedes, 
but  at  what  cost?  "We  are  now  being 
asked  to  pay  $6  [per  mcf],  compared 
with  $3.09  just  two  years  ago." 

Gas  suppliers  must  take  these  com- 
plaints seriously.  About  a  third  of  all 
plants  that  burn  natural  gas  can 
switch  to  #6  fuel  oil  "literally  at  the 
turn  of  a  valve,"  says  R.  Gamble  Bald- 
win, an  analyst  with  First  Boston. 

John  Croom,  Columbia's  executive 
vice  president,  is  quick  to  point  out 
that  only  about  10%  of  Columbia's 
industrial  customers  have  dual  fuel- 
burning  capability.  The  other  90%  are 
stuck  with  gas,  no  matter  what  the 
price.  But  that's  a  temporary  solace.  If 
a  customer  is  unhappy  enough,  he 
will  make  the  investment  to  convert. 

So,  Columbia  is  trying  some  desper- 
ate measures.  It  is  trying  to  renegoti- 
ate its  take-or-pay  obligations  down 
from  90%  of  production  to  75%.  And, 
unlike  competitors,  it  has  flatly  and 
publicly  refused  to  comply  with  the 


provisions  of  its  minimum-bill  agree- 
ments with  feeder  pipelines. 

In  August,  Columbia  sent  a  letter  to 
all  five  of  those  pipelines:  "Due  to 
circumstances  entirely  beyond  the 
control  of  Columbia  Gas  Transmis- 
sion Corp. — i.e.,  primarily  the  current 
economic  recession,"  Columbia 
couldn't  sell  all  the  gas  it  had  prom- 
ised to  buy.  "These  circumstances 
constitute  an  event  of  force  majeure" 
under  the  tariffs  of  the  Federal  Energy 
Regulatory  Commission  (FERC). 

That  the  ups  and  downs  of  the  busi- 
ness cycle  could  constitute  an  event 
of  force  majeure  may  surprise  people 
who  usually  think  of  that  phrase  in 
terms  of  things  like  hurricanes  and 


By  Richard  L.  Stern 

T|  hursday,  Oct.  7  is  a  day  that 
ought  to  go  down  in  Wall  Street 
history  books.  As  interest  rates 
were  dropping  and  the  stock  markets 
booming,  some  of  the  nation's  largest 
corporations  perceived  a  "window"  to 
Wall  Street.  In  short,  an  opportunity 
to  raise  capital.  That  day,  16  compa- 
nies including  Exxon  and  Manufac- 


acts  of  war.  It  certainly  surprised  sup- 
plier Panhandle  Eastern,  which 
promptly  sued  Columbia,  and  suppli- 
er Texas  Gas,  which  brought  an  FERC 
proceeding.  The  other  three  pipelines 
are  negotiating  with  Columbia,  be- 
hind the  scenes  so  far. 

You  can't  blame  Columbia  for  try- 
ing everything  possible  to  lighten  the 
burden  of  all  this  high-cost  gas  it  has 
contracted  for.  But  it  seems  fair  to  ask 
whether  it  might  not  have  been  better 
for  Columbia  to  have  shown  a  bit  of 
healthy  skepticism  a  few  years  ago,  to 
have  hedged  against  the  then-unlikely 
possibility  of  a  decline  in  oil  prices. 
Isn't  foresight  what  managements  are 
paid  to  practice?  ■ 


turers  Hanover  plunged  in  with  $1.8 
billion  in  new  fixed-income  securities 
to  sell.  That's  in  one  day.  It  was  an 
alltime  record.  The  five  days  begin- 
ning Oct.  4  came  close  to  an  alltime 
weekly  record  with  $3.3  billion. 

But  Oct.  7  is  one  for  the  books  for 
more  significant  reasons  than  record 
volume.  That  day  the  five  major  in- 
vestment banking  firms — First  Bos- 
ton, Goldman,  Sachs,  Merrill  Lynch, 
Morgan  Stanley  and  Salomon  Broth- 
ers— proved  they  could,  and  more  im- 
portant, would  dominate  the  new-is- 
sue markets  as  never  before.  Armed 
with  huge  amounts  of  capital  they 
had  been  building  over  the  last  ten 
years,  the  Big  Five  singly  or  as  part- 
ners gobbled  up  almost  everything  the 
corporations  threw  into  the  markets. 
Then,  with  only  occasional  help  from 
a  few  other  strong  friends  such  as  L.F. 
Rothschild,  Unterberg,  Towbin,  they 
resold  the  securities  through  their 
own  globe-spanning  institutional 
trading  operations.  It  was  an  impres- 
sive performance  in  money-raising. 

Gone  were  the  huge  syndicates  of 


Bond  underwriting  is  booming,  but  with 
deregulation  in  the  air  the  little  firms  are 
being  trampled  by  the  big  ones. 


Lions  want 
lion's  share 
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national  and  regional  firms  that  less 
than  a  year  ago  had  been  marshaled  to 
sell  the  new  issues.  Goldman,  Sachs, 
for  instance,  won  and  sold  $75  million 
in  Union  Camp  debentures  by  itself. 
Two  years  ago  there  were  70  under- 
writers in  a  similar  Union  Camp  of- 
fering, says  Goldman  partner  Fred 
Krimendahl.  Morgan,  backed  by  its 
own  capital  of  more  than  $220  mil- 
lion (plus  billions  in  borrowing  pow- 
er), won  $1.13  billion  that  week,  both 
alone  and  in  partnership  with  other 
majors.  Merrill  did  $1.17  billion; 
Goldman  did  $1.45  billion.  First  Bos- 
ton did  $875  million.  Salomon  did 
$1.25  billion.  Oct.  7,  for  the  big  boys, 
was  a  day  of  victory.  For  some  smaller 
firms,  those  habitually  near  the  bot- 
tom of  the  tombstone  ads,  it  was  per- 
haps the  beginning  of  the  end  in  this 
very  desirable  business. 

Revolutions  do  not  occur  without 
reason.  The  debt  issues  were  brought 
to  market,  by  and  large,  under  the 
new  competitive  investment  banking 
rules  you  have  been  reading  about, 
such  as  Securities  &  Exchange  Com- 
mission rule  415 — the  shelf  rule. 
They  allow  companies  to  come  to 
market  fast  when  they  feel  that  inter- 
est rates  are  right.  In  today's  volatile 
markets  the  chance  might  be  lost  if 
they  had  to  follow  the  old  cumber- 
some registration  process. 

That's  a  big  change.  It  eliminates 
the  traditional  fixed  fees  charged  by 
investment  bankers  and  weakens 
those  cozy,  generations-old  financing 
relationships.  But  if  the  Big  Five  and 
some  other  large  investment  bankers, 
such  as  Paine  Webber,  can't  count  on 
those  fat  fees  anymore,  weep  not  for 
them.  Now  they  can  dominate  the 
volume,  share  as  little  as  possible  and 

I  make  money  on  the  spreads — the  dif- 

i  ference  between  the  buying  price  and 

l  the  selling  price. 

That's  a  game  you  have  to  be  big 

i  to  play  in.  The  Big  Five  last  year 
managed  more  than  50%  of  all  new 
corporate  offerings.  This  year,  under 
415-type  issues,  their  role  as  man- 
agers quickly  moved  up  to  70%. 
Bids,  capital  and  expertise,  not  rela- 
tionships, began  to  take  on  an  add- 
ed importance  to  corporations.  Mor- 
gan Stanley  and  Salomon  alone  ac- 
counted for  more  than  50%  of  the 
coveted  lead  positions  in  415  deals, 
according  to  Abrahamsen  &  Co.,  a 
New  Jersey-based  financial  research 
and  consulting  firm.  The  number  of 
such  deals  as  of  last  month  ac- 
counted for  45%  of  all  new  offer- 
ings, and  $12  billion  of  the  $27  bil- 
lion raised  since  May,  when  the 
first  415  deal  was  done. 

Traditional  relationships  between 


the  bankers  and  their  corporate  cli- 
ents die  slowly,  however.  Some  in- 
vestment men  still  complain  that  cor- 
porations are  not  accepting  the  low 
bids.  (Shareholder  lawsuits,  anyone?) 
Nevertheless,  change  is  occurring. 
Morgan  Stanley  and  First  Boston,  for 
instance,  captured  a  $100  million  of- 
fering by  Kerr  McGee,  long  a  client  of 
Lehman  Brothers  Kuhn  Loeb.  Two 
Lehman  partners  sit  on  Kerr  McGee's 
board,  which  may  be  why  Lehman 
was  tagged  on  as  a  manager  at  the  last 
minute.  But  waste  not  pity  on  Leh- 
man. It  recently  won  $50  million  on 
seven-year  notes  from  Exxon,  whose 
traditional  investment  banking  part- 
ner is  Morgan  Stanley. 

It  appears  that  the  real  losers  may 
be  the  smaller  old-time  investment 
bankers  who  never  built  the  capital  or 
trading  for  the  day  when  investment 
banking  became  a  block  trading  game. 
An  example:  Dillon  Read.  It  was  still 
lead  manager  of  a  CIT  Financial  offer- 


By  Harold  Seneker 

Y1  ou've  heard  the  story:  legend- 
ary stock  market  operator  foe 
Kennedy,  father  of  a  future 
President,  getting  his  shoes  shined  in 
October  1929,  on  the  very  eve  of  the 
crash.  "It's  terrible,"  the  youthful 
bootblack  says,  or  words  to  that  ef- 
fect, when  asked  how  he's  doing.  "To- 
morrow's going  to  be  another  terrible 
day  in  the  stock  market."  A  shoeshine 
man  brooding  about  stocks  strikes 
Kennedy  as  a  clear  sign  of  wretched 
excess  in  the  market.  Appalled,  Ken- 
nedy hurries  back  to  the  office  and 
sells  his  whole  position,  just  in  time. 

The  bootblack  Patrick  Bologna, 
born  Gennaro  Pasquale  Bologna  on 
Manhattan's  Lower  East  Side  in  1907, 
is  still  around.  With  the  DJIA  gyrating 


ing  as  late  as  last  April.  But  CIT  has 
made  four  offerings  since  415 — all 
without  Dillon  Read.  If  it  wants  to 
build  enough  capital  or  trading  mus- 
cle for  this  game,  Dillon  will  have  to 
go  to  the  giant  Bechtel,  which  now 
has  a  controlling  interest. 

To  play  the  game,  big  money  is  nec- 
essary for  another  reason:  Big  deals 
mean  big  risks.  As  one  investment 
banker  points  out:  "There's  no  such 
thing  as  a  perfect  hedge."  And  the 
markets  have  been  moving  in  their 
favor  up  to  now.  There  will  come  a 
time  when  the  markets  are  moving 
against  them. 

Some  investment  banker  is  bound 
to  overreach  and  get  clobbered  before 
this  all  settles  down.  It  could  just  as 
well  be  one  of  the  big  boys.  And  so,  a 
classic  pattern  of  deregulation  is  be- 
ing played  out  again.  Simply  put:  The 
strong  get  stronger,  and  the  hangers- 
on,  whom  overprotection  had  kept 
alive,  get  eaten  or  hung  out  to  dry.  ■ 


these  days  on  the  biggest  volume  in 
history,  Forbes  recently  looked  him 
up.  He  is  75  now  and  still  running  a 
shoeshine  stand  in  the  basement  of  70 
Pine  Street,  a  very  short  block  from  60 
Wall,  which  is  where  his  stand  was  in 
1929  but  is  now  a  vacant  lot. 

"It  was  my  father's,"  he  recalls. 
"We  had  nine  men  working,  besides 
my  brother  and  me.  Joe  Kennedy 
thanked  me  for  saving  the  family  for- 
tune. Just  think,  otherwise  President 
Kennedy  might  have  had  to  get  a  9-to- 
5  job  like  everybody  else." 

Bologna  wasn't  so  smart  as  Kenne- 
dy in  1929.  He  lost  $8,000  in  the 
crash,  money  he  reckons  had  the  pur- 
chasing power  then  of  $100,000  now. 
"What  did  I  do  when  I  lost  all  that 
money?"  he  responds  when  asked.  "I 
was  21.  What  else  would  I  do?  I  went 


So  what  would  Joe  Kennedy's  bootblack, 
that  legendary  Wall  Streeter,  say  about  the 
market  now?  A  FORBES  exclusive. 

Wall  Street  at 
shoe  level 
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out  and  got  drunk." 

After  the  hangover,  Pat  Bologna  put 
aside  his  adolescence  for  good,  aban- 
doned his  amateur  boxing  career, 
buckled  down  to  hard  times.  "It 
wasn't  so  bad,"  he  says  of  the  Depres- 
sion. "People  realized  they  couldn't 
be  buying  new  shoes  all  the  time,  so 
they  took  better  care  of  the  old  ones. 
You  could  support  a  family  of  four  on 
$40  a  week  back  in  those  days." 

Eventually  he  took  to  going  the 
rounds  of  executive  offices  nearby  to 
shine  very  high-level  shoes  by  person- 
al appointment.  As  he  shined  the  cus- 
tomers' shoes,  he  cultivated  their  ac- 
quaintanceship and  sought  their  opin- 
ions of  the  marketplace  and  the 
economy.  He  found  himself  distilling 
some  of  the  best-informed  opinions 
on  The  Street. 

In  the  early  1940s  Bologna  first 
wrote  a  tongue-in-cheek  "market  let- 
ter" and  passed  it  around  to  his  regu- 
lars. By  1962  he  was  putting  it  out 
annually.  He  is  still  at  it  today,  favor- 
ing several  hundred  executives,  in- 
cluding customers,  with  his  annual 
market  views. 

Grammar  has  not  been  a  strong 
point  of  Bologna's  letter,  or  even  co- 
herence. The  rhymed  commentaries 
don't  always  rhyme.  They  have  al- 
ways been  fun  and,  sometimes,  star- 
tlingly  shrewd.  For  instance,  in  March 
1967,  long  before  the  Fed  seriously 
started  manipulating  the  economy  via 
the  money  supply,  he  wrote: 

"For  if  you  want  to  stay  ahead 

Keep  one  eye  on  the  Fed." 

By  1970  Bologna  was  doing  prophet- 
ic social  commentary: 

"With  New  York  City's  budget  go- 
ing up  and  up/ 1  am  looking  forward  to 
seeing  our  mayor  in  the  subway  with 
a  tin  cup."  He  also  called  the  peak  in 
bonds  that  year  (June). 

In  1975  Pat  ran  into  a  trend  of  a 
different  sort.  Two  would-be  muggers 
jumped  him  in  a  hallway  of  the  build- 
ing where  he  lived  in  the  Bronx  as  he 
returned  from  work,  hitting  him  over 
the  head  with  broom  handles. 

"They  cut  me  on  the  scalp,  here,"  he 
says,  touching  his  forehead,  "and  I  was 
bleedin'  all  over.  I  used  to  get  in  fights 
when  I  was  young,  so  blood  didn't 
scare  me,  so  I  fought  with  them.  I  used 
my  boxing  from  the  old  days  to  get  in  a 
few  shots,  too.  They  weren't  used  to 
blood,  though,  so  they  got  scared  and 
ran.  I  chased  after  them  with  my  wal- 
let out  saying  ,  'Hey,  come  back.  Here's 
$2.  Get  more  bats.'  " 

But  a  trend  is  a  trend.  His  son, 
whom  he  had  put  through  college  by 
shining  shoes,  and  his  daughter, 
whom  he  had  put  through  secretarial 
school,  already  lived  in  Suffern,  N.Y., 


a  distant  suburb  at  the  end  of  a  com- 
muter rail  line,  so  he  moved  out  there 
with  his  wife  and  commuted  to  his 
stand.  These  days  he  catches  a  late 
train,  works  at  the  stand  from  12:30 
p.m.  to  about  2:00  p.m.,  then  goes'  out 
with  his  50-year-old  shoeshine  box  to 
shine  his  "sources."  "If  I  stayed  at 
home  doing  nothing,"  he  says,  "I'd  be 
dead.  That's  no  good." 

His  January  1982  market  letter  (for- 
mally Estate  of  the  Union  Yearly  Market, 
Economic,  Philosophical  and  Political 
Letter)  offered  the  usual  banter  for  old 
customers  (Merrill  Lynch:  ".  .  .  With 
money  markets  funds  started  to  go 
down,  Merrill  and  Don  did  frown"). 

Then  the  summary.  "Inflation,"  he 
predicted,  "average  6%  for  the  year. 
Prime  rate:  18%  high,  12%  low.  Bonds: 
lower  yields  for  the  year.  Stocks:  200- 
point  yo-yo,  795  low,  year-end,  995. 
Dollar:  super  respect."  Of  course,  he 
wasn't  perfect.  He  thought  NYSE 
stocks  would  bottom  in  May,  not  Au- 
gust, and  that  bond  traders  would  be 
taking  a  lot  of  three-hour  lunches. 
Nevertheless,  compared  with  Henry 
Kaufman,  Albert  Wojnilower  and 
many  other  sages,  the  old  shoeshine 
man  is  looking  pretty  good. 

So  how  does  he  do  in  the  market 
himself?  "I'm  too  conservative,"  says 
Bologna,  shaking  his  head.  "I  only  in- 


vest in  good,  dividend-paying  blue 
chips.  I'm  still  not  even  with  1929, 
countin'  in  purchasing  power,  but 
that's  all  right.  I'm  not  in  a  hurry." 
But  he's  obviously  not  hurting. 

What  does  he  see  ahead?  His  eyes 
shine.  "It's  taken  me  50  years  to  see  a 
market  like  this  and  thinking  like 
this,"  says  the  old  man,  genuinely 
excited.  "You  saw  it  a  little  with  Ike, 
but  we  got  a  tougher  guy  in  there, 
Reagan.  High  interest  rates  and  infla- 
tion are  gone  for  the  next  couple  of 
years,  even  longer.  No  matter  who 
gets  in  in  1984,  economic  nature  will 
take  over.  Republican,  Democrat,  it 
doesn't  make  a  difference. 

"The  world  needs  more  cash,  less 
'hash' — know  what  I  mean?  By  'hash' 
I  mean  people  were  living  on  loans, 
inflation.  It  was  not  financially 
sound.  And  the  government  was  the 
master  of  hash. 

"Right  now  things  are  a  little 
rough,"  concedes  Bologna,  "because 
we've  been  fighting  inflation.  But 
now  people  are  holding  on  to  money, 
they're  saving.  And  with  10%  unem- 
ployment, we  got  100  million  work- 
ing. There's  more  conservative  think- 
ing all  over  the  world  today,  and  that 
all  started  from  that  inflation. 

"Now,"  he  says,  "it's  all  over  with. 
Now  life  is  for  real."  ■ 


Patrick  Bologna,  bootblack  and  Wall  Street  market  analyst 

As  anyone  in  the  market  will  tell  you,  oracles  are  where  you  find  them. 
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FEDERAL  EXPRESS 


In  the  1970s  the  barge  business  was  'al- 
most perfect."  That's  a  big  reason  its  in 
such  trouble  today.  But  some  smart  money 
senses  a  turnaround. 


Waiting  for  Ivan 


By  Thomas  O'Donnell 
with  Laura  Saunders 


Iooking  for  all  the  world  like  a 
_  college  professor,  Jack  Lambert 
I  jumps  from  his  chair,  grabs  a  3- 
foot-long  wooden  pointer  and  strides 
to  one  of  the  1 1  maps  that  line  the  St. 
Paul  boardroom  of  his  Twin  City 
Barge  Co.  Jabbing  at  Russia,  he  says: 
"What  happens  in  Moscow  deter- 
mines our  fate." 

Twin  City's  chairman  is  not  a  pro- 
fessor, but  he  knows  what  he's  talking 


about.  Like  many  barge  company  ex- 
ecutives, he  is  most  comfortable  in 
his  shirtsleeves.  What  he  is  saying  is 
this:  The  onetime  biggest  buyer  of 
U.S.  grain — the  Russian  govern- 
ment— has  been  out  of  the  market 
ever  since  Jimmy  Carter's  1980  em- 
bargo. That's  a  big  reason  the  U.S. 
barge  industry  is  having  the  worst 
year  in  its  more  than  200-year  history. 

But  it  is  not  the  only  reason.  Too 
much  easy  capital  and  too  much  reli- 
ance on  government  support — these 
problems  lay  below  the  surface  in  the 


1970s,  when  it  seemed  the  good 
times,  like  Old  Man  River,  would  just 
keep  rolling  along.  Traffic  was  rising 
by  10%  each  year.  Barges  were  in 
short  supply.  Industrywide,  ton-miles 
of  cargo  hauled  rose  50%,  to  302  bil- 
lion, between  1970  and  1980,  and  ex- 
cept for  two  tough  years,  rates  were 
high.  "It  was  an  almost  perfect  busi- 
ness," says  Lambert  wistfully. 

What  happened  was  predictable. 
Many  barge  companies,  typically 
small  family-run  operations,  expand- 
ed too  quickly.  Big  companies  looking 
for  easy  earnings  gobbled  up  the 
smaller  ones.  And  Wall  Street  started 
promoting  barges  as  tax  shelters.  Re- 
sult: Today,  20%  of  the  nation's 
28,000  barges,  many  of  them  owned 
by  hapless  small  investors,  are  sitting 
idle.  The  selling  price  of  the  average 
barge  has  fallen  from  $300,000  to 
$200,000.  Rates  have  fallen,  too;  most 
barge  runs  nowadays  are  at  a  loss  or 
break  even  at  best. 

Smaller  companies  especially  have 
been  hit  hard  by  federal  user  fees — 
currently  6  cents  per  gallon  of  fuel — 
first  imposed  two  years  ago.  Until 
then,  the  industry  had  been  on  a  200- 
year  free  ride.  Ever  since  the  North- 
west Ordinance  of  1787  decreed  the 
nation's  waterways  to  be  "free,"  the 
government  (read  taxpayers)  had  foot- 
ed the  entire  cost — about  $300  mil- 


J 


Jack  Lambert,  chairman  of  Twin  City  Barge,  in  his  St.  Paul  boardroom 

Geopolitics  and  the  barge  business:  "What  happens  in  Moscow  determines  our  fate. 
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Consumer  Orientation 

No.  13  in  a  Series 

Subject:  Optimization 
of  Driver  Performance 


Kt  Porsche,  we  believe  the  driver  is  an  i 
ve  design  the  driver  into  the  cockpit  as 
nechanical  components. 


Porsche  928 


And  we  make  the  components  adjustable  to  suit  the  individual 
driver— because  from  racing,  we've  learned  personal  fitting  is  the 
best  way  to  optimize  driver  performance. 


1 


he  Porsche  928  offers  unprecedented  visibility.  It  surrounds  the 
river  with  over  29  sq.  ft.  of  tinted  glass.  At  no  point  is  more  than 
3°  of  the  driver's  full  360°  panorama  obscured. 

he  928  s  steering  wheel/instrument  cluster  can  be  adjusted  up 
r  down  to  suit  different  hand  and  eye  heights.  The  results: 
istruments  are  always  visible.  And  controls  remain  in  their 
tsigned  relationship  to  the  steering  wheel. 

1  he  928  s  front  bucket  seats  are  designed  to  "hold  you  in"  with 
perceptible  support,  and  thus  reduce  fatigue.  The  seats  are 
jjustable  for  length  and  inclination.  (With  optional  power  seats, 
sight  is  also  adjustable.)  Even  the  pedals  are  adjustable. 

;  standard  equipment,  the  928  offers  a  choice  of  manual  or 
Jtomatic  transmission.  Because  of  the  928  s  power/torque, 
ither  transmission  provides  true  sports-car  performance, 
dditional  standard  equipment  includes:  Automatic  cruise  control 
ower-assisted,  rack-and-pinion  steering.  Power  disc  brakes. 


Power  windows.  Electrically-heated  and  adjustable  outside 
rearview  mirror.  Fold-out  arm  rests.  Four  stereo  speakers. 
Leather-covered  steering  wheel,  dashboard,  center  console,  and 
door  panels.  And  a  headlight  washing  system. 

Priced  at  more  than  $39,000,  the  928  is  the  finest  Porsche.  For 
your  nearest  Porsche  +  Audi  dealer,  call  toll-free:  (800)  447-4700. 
In  Illinois,  (800)  322-4400. 

PORSCHE  +  AUDI 

NOTHING  EVEN  COMES  CLOSE 


Muddied  water 


Consolidation  in  the  barge  business:  Most  compa- 
nies below  ate  now  owned  by  larger  corporations. 


Number 

Number 

1981  dry 

of 

of 

cargo  tonnage 

Subsidiary 

Parent 

barges 

towboats 

(millions  of  tons 

Midland  Enterprises 

Eastern  Gas  &  Fuel 

1,680 

80 

37 

Amer  Comm  Barge  Line 

Texas  Gas  Transmission 

1,576 

61 

30 

The  Valley  Line  Co 

Chromalloy 

1,300 

45 

13 

Ohio  Barge  Line 

US  Steel 

826 

43 

NA 

Dravo  Mechling 

Dravo 

750 

28 

9 

Pott  Industries 

Houston  Natural  Gas 

691 

48 

1 

Wisconsin  Barge  Line 

CLC 

542 

12 

5 

Twin  City  Barge  &.  Towing  Twin  City 

366 

17 

2 

lion  a  year  recently — for  improve- 
ments and  maintenance.  User  fees 
now  pay  about  10%  of  this  bill. 

The  Administration  wants  to  raise 
the  tax  to  cover  100%  of  the  cost,  but 
this  will  probably  fail  in  Congress, 
where  the  barge  industry  has  power- 
ful friends  from  the  South  and  Mid- 
west. Even  so,  that  6-cent  fee — soon 
to  reach  a  10-cent  ceiling — adds  up.  A 
power  boat  pulling  a  barge  can  burn 
5,000  gallons  a  day  downriver  and 
6,000  gallons  coming  back. 

The  result  of  all  this  is  a  shakeout 
that  has  shrunk  the  total  number  of 
barge  companies  drastically.  In  fact, 
the  only  publicly  held  independents 
of  any  size  left  are  Twin  City  (rev- 
enue, $98  million)  and  St.  Louis-based 
CLC  ($100  million).  Now  subsidiaries 
of  bigger  corporations  are  such  firms 
as  Valley  Line,  owned  by  Chromalloy, 
Texas  Gas  Transmission's  ACBL, 
U.S.  Steel's  Ohio  Barge  Line  and  Dra- 
vo's  Mechling. 

Oversupply,  shakeout,  falling 
prices  of  capital  equipment,  plus  a 
depressed  demand  that  may  be  tem- 
porary: Are  they  ingredients  of  a  com- 
ing turnaround?  Some  smart  money  is 
betting  on  it.  Consider: 

•  The  Soviet  Union  has  just  had  its 
fourth  successive  year  of  bad  harvests 
and  may  need  to  buy  as  much  as  40 
million  tons  of  grain  starting  this  win- 


ter. U.S.  storage  facilities  are  over- 
flowing. If  the  Russians  buy  20  mil- 
lion tons — half  of  what  they  need — it 
could  mean  $150  million  of  new  busi- 
ness in  midwestern  grain  going  down 
the  Mississippi.  Sometimes  that  hap- 
pens quietly.  "When  grain  goes  down 
the  Mississippi,  it  may  be  ticketed  to 
a  trader  in  Marseilles,"  says  Merrill 
Lynch  analyst  Jerry  Levine.  "But  by 
the  time  it  arrives  it  may  have 
changed  title  three  times  and  be  on  its 
way  to  Leningrad." 

•  The  current  glut  of  barges  in- 
cludes many  that  should  be  scrapped. 
In  good  times,  "we  just  hold  them 
together  with  tape,  glue  and  hope," 
says  Les  Sutton,  president  of  Dravo 
Mechling.  Scores  are  now  being 
junked  each  month,  he  says;  in  fact, 
strange  as  it  seems,  "a  barge  shortage 
could  even  occur  as  early  as  the  spring 
of  1984." 

•  While  tax  considerations  may 
have  sucked  in  too  many  small  inves- 
tors, the  benefits  are  real.  Because  so 
many  investors  have  been  burned,  a 
replay  of  the  1970s'  tax-shelter  boom 
is  unlikely.  But  barge  prices  will  rise 
from  the  depths.  Assume  a  new  barge 
once  again  costs  $300,000.  Investors 
get  an  immediate  credit  of  10%  and 
depreciation  of  up  to  $60,000  during 
the  first  year  and  almost  as  much  in 
succeeding  years.  A  barge  can  haul  in 


 I 

annual  revenues  of  $150,000,  and 
after  costs  and  fees,  return  10%  to 
15%,  or  $10,000  to  $15,000,  with  fur- 
ther gains  from  increased  equity  as 
debt  is  paid  off. 

•  Finally,  companies  that  didn't  get 
carried  away  in  the  Seventies  boom 
are  keeping  their  heads  above  water. 
Take  little  Houston-based  Dixie  Car- 
riers, a  subsidiary  of  Kirby  Explora- 
tions. It  says  earnings  are  down  30% 
so  far  this  year,  but  that  it's  still  in  the 
black  because  it  was  conservative 
when  others  were  not.  Dixie  insisted 
on  long-term  contracts  at  fixed  rates. 
It  only  bought  new  equipment  for 
which  it  had  contracts.  And  it  hasn't 
borrowed  in  six  years.  "We  were  well 
aware  that  we  were  going  against  the 
crowd,"  says  President  Archie  Wil- 
son. "There  are  an  awful  lot  of  risk 
takers  and  entrepreneurial  types  in 
the  barge  business." 

Sensing  a  turnaround,  some  inves- 
tors are  already  buying  in — such  as 
Wall  Street's  Allen  &.  Co.,  now  ac- 
quiring three  barge  lines  from  U.S. 
Steel  just  when  times  are  at  their 
worst.  Says  one  Allen  executive: 
"We've  always  bought  properties 
when  nobody  else  wanted  them. 
That's  how  we  make  money." 

In  this  environment  of  potential 
turnaround,  the  two  publicly-held  in- 
dependents, Twin  City  and  CLC,  are 
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merger  candidates.  One  year  ago,  Brae 
Corp.,  a  midsize  western  transporta- 
tion company,  bought  4.9%  of  Twin 
City  and  expressed  interest  in  acquir- 
ing control.  Because  of  opposition 
from  the  Twin  City  board,  Brae 
backed  off. 

But  other  suitors  may  be  waiting 
around  the  bend.  Why?  According  to 
Jerry  Levine,  the  company's  long- 
term  outlook,  though  determined  by 
factors  beyond  its  control,  is  bright. 
The  stock  is  currently  selling  around 
$9  a  share.  Levine  argues  that  if  every- 
thing falls  into  place,  earnings,  which 
could  barely  be  in  the  black  this  year, 
could  jump  to  nearly  $4  per  share  in 
1984.  And  if  the  price/earnings  multi- 
ple also  takes  off,  Levine  says  the 
stock  could  more  than  triple  in  value. 
That  also  goes  a  long  way  toward  ex- 
plaining why  Lambert  and  the  rest  of 
the  board  want  to  stay  independent, 
even  though  Brae  reportedly  offered 
$27  per  share  when  the  stock  was 
selling  at  $18. 

CLC  is  considered  an  even  better 
candidate  for  a  friendly  merger  by  ana- 
lyst Mario  Gabelli  of  Gabelli  &  Co., 
who  contends  its  shares,  recently 
around  $10,  could  bring  over  twice 
that  in  the  next  18  months.  Among 
other  attractions,  its  debt,  backed  by 
the  Federal  Maritime  Administration, 
carries  an  average  rate  of  11%,  and  it 
has  more  than  $4  per  share  in  cash. 

Long-term  investors  also  are  ex- 
cited about  the  prospect  of  newly 
emerging  major  waterways  such  as 
the  Columbia  River,  a  modern-day 
Northwest  Passage  because  of  its  po- 
tential for  carrying  grain  for  the  Ori- 
ent from  the  Midwest — first  by  rail  to 
the  upper  Columbia  and  then  by  barge 
to  the  river's  mouth  at  Astoria,  Ore. 
That  could  be  an  important  alterna- 
tive to  the  Mississippi  and  the  Pana- 
ma Canal.  To  get  ready,  Twin  City 
has  acquired  Knappton  Corp.,  a  Co- 
lumbia River  shipper. 

There  are  two  keys  to  making  the 
Northwest  Passage  a  reality:  One  is 
the  Japanese,  whose  trading  compa- 
nies already  handle  20%  of  the  Amer- 
ican grain  export  market  and  who 
worry  that  the  Panama  Canal  may 
someday  be  shut  to  U.S.  traffic.  The 
other:  the  railroads,  traditional  en- 
emies of  the  barge  operators.  To  put 
the  Columbia  in  the  big  time,  the 
railroads  would  have  to  agree  to  un- 
load their  cargo  way  upriver  where  it 
would  be  put  on  barges  for  the  long 
trip  to  Astoria. 

"The  strong  companies  are  surviv- 
ing and  the  weak  ones  are  going  un- 
der," says  analyst  Levine  of  Merrill 
Lynch.  An  old  story  but  one  that  al- 
ways surprises.  ■ 
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American  industry  faces  an 
unprecedented  challenge.  To 
compete  successfully  in  the  world 
marketplace,  we  must  not  only  look 
to  new  plants  and  equipment,  but 
must  be  more  productive  through 
automation  of  existing  machinery. 

Gould  is  in  a  unique  position  to 
help  you  automate  through  a  skillful 
blend  of  electronic  hardware,  soft- 
ware and  engineering  expertise. 
Our  broad  range  of  products  enables 
you  to  create  the  precise  system 
you  need  today.  You  can  start  with  a 


single  process  and  upgrade  to  full 
automation  as  your  requirements 
dictate. 

Complete  automation  often 
requires  powerful  minicomputers, 
graphics  terminals  and  displays, 
programmable  controllers,  servo- 
motors and  controls,  solid-state 
switching  devices  and  measure- 
ment sensors,  all  interconnected 
by  a  flexible  communications  and 
control  network. 

Gould  offers  all  of  the  integrated 
electronics  products  required  to 
do  the  job.  All  standard  and  all 


compatible,  right  from  the  start. 

Gould  expertise  in  automation 
and  control  can  improve  produc- 
tivity for  you . . .  now. 

We'd  like  to  tell  you  more ...  so 
write  to  Gould  Inc.,  Electronic 
Systems  Group,  10  Gould  Center, 
Rolling  Meadows,  IL  60008,  or  for 
immediate  help  call  603-880-6543 

■>  GOULD 

Electronics  &  Electrical  Products 


Gould  can  help  you  begin  automating  today. 


c 

1 

Second  place  in  the  worldwide  photo  in- 
dustry suits  Fuji  just  fine.  Nibbling  is  far 
more  profitable  than  price-cutting. 


Kodak's  Japanese 
shadow 


By  Jonathan  Green  berg 

F|  IFTEEN  YEARS  AGO,  Fuji  PhotO 
Film  Co.  spent  a  lot  of  money 
developing  a  new  8mm  home- 
movie  system.  Just  as  they  were  about 
to  announce  the  product,  the  blow 
fell:  Kodak  was  releasing  a  Super  8, 
with  larger  frame  sizes  that  could  not 
use  Fuji  film.  Suddenly  devastated  by 
its  giant  competitor,  Fuji  scrapped  its 
8mm  project. 

Looking  at  the  writeoffs,  Fuji  made 
a  basic  decision:  Hereafter,  it  would 
follow  Kodak,  not  lead  it.  Today  Fuji 
is  in  no  hurry  to  develop  new  photo- 
graphic standards.  "We  don't  have  the 
strength  to  put  a  new  camera  system 
out  in  the  world,"  concedes  Fuji's  U.S. 
film  marketing  head,  Carl  Chapman, 
repeating  received  wisdom.  "Only 


Kodak  can  do  that." 

What  Fuji  can  and  does  do,  howev- 
er, is  sell  film  that  fits  Kodak  stan- 
dards, and  does  it  very  well — captur- 
ing a  small  but  profitable  niche  in 
markets  that  Kodak  develops.  Most 
photographers  consider  its  products  at 
least  as  good  as  the  Rochester  giant's, 
and  some  even  say  its  consistency  is 
actually  better.  By  keeping  quality  up, 
Fuji  gets  a  piece  of  the  market  with- 
out giving  away  much  on  price  and 
gets  to  earn  pretax  margins  on  its  film 
of  up  to  40% .  Worldwide  consolidated 
earnings  last  year  hit  $224  million  on 
revenues  of  $2.4  billion.  That's  only 
one-fifth  of  Kodak's  revenues,  but 
over  the  past  five  years  Fuji's  net  in- 
come has  grown  an  average  of  40% 
annually,  which  is  more  than  twice 
Kodak's  rate. 


Like  most  Japanese  companies,  Fuji 
does  have  a  built-in  advantage:  It  con- 
trols 70%  of  the  market  share  in  Ja- 
pan. Not  up  to  Kodak's  90%  in  the 
U.S.,  but  unassailable  predominance 
just  the  same.  Merrill  Lynch  interna- 
tional analyst  Reginald  Duquesnoy 
puts  it  this  way:  "The  worldwide 
photo  industry  is  now  a  dialog  be- 
tween Fuji  and  Kodak;  Kodak  always 
provides  the  dominant  note  and  Fuji 
provides  the  counterpoint." 

But  Japan's  domestic  film  market 
is  near  saturation;  Fuji  is  looking 
elsewhere  for  film  sales.  The  rise  of 
57-year-old  Minoru  Ohnishi  to  its 
presidency  marks  a  clear  change  of 
direction.  Ohnishi  brought  Fuji  into 
the  U.S.  marketplace  in  1964-68;  he 
rose  from  "vice  president  of  interna- 
tional marketing,  even  though  inter- 
national accounts  for  only  a  third  of 
sales.  The  directors  of  this  conserva- 
tive organization  chose  him,  the 
youngest  president  in  the  company's 
48-year  history,  over  a  number  of 
more  senior  officers. 

Under  Ohnishi,  the  company 
moves  faster.  Kodak  introduced  its 
disc  camera  last  February,  and  Fuji 
impressed  industry  observers  by  being 
the  first  company  to  announce  its 
own  compatible  disc  film,  which  its 
engineers  had  managed  to  develop  in 
just  eight  months. 

Fuji  has  other  irons  in  the  fire  be- 
sides film — cameras,  carbonless  copy- 
ing paper,  a  partnership  with  Rank 
Xerox  selling  copiers.  And  one  of 
these  other  businesses  is  by  far  its 
fastest-growing  and  most  promising 
product:  videotape.  Fuji  was  the  first 
company  outside  the  U.S.  to  get  into 
this  business,  and  some  videophiles 
say  its  consumer  product  is  the  best 
made.  This  year  magnetic  tape  will 
contribute  some  12%  of  overall  rev- 
enues, and  it  has  lately  been  growing 
at  a  50%  annual  rate.  Fuji  recently 
doubled  its  plant  capacity.  Ohnishi, 
recognizing  pay  dirt,  is  using  the  de- 
pressed yen  to  push  deeper  into  the 
U.S.  market  by  offering  a  $2  rebate  on 
most  tapes  bought  in  the  U.S.,  with  an 
$8  rebate  for  three  packs. 

But  film  is  still  the  main  business, 
and  there  Fuji  has  a  problem  in  Amer- 
ica: Kodak  is  too  solidly  entrenched  to 
get  knocked  off  the  way  U.S.  radio  and 
TV  manufacturers  were,  or  beaten 
back  like  the  carmakers.  Fuji  has  dou- 
bled its  ad  budget  and  spent  a  reported 
$7  million  to  win  sponsorship  of  the 
1984  Olympics  so  that  it  can  bring  its 
green  film  box  to  the  public's  atten- 
tion. But  so  far  Fuji  is  merely  nibbling 
around  the  edges.  Over  the  past  three 
years,  says  a  proud  Bernie  Yasunaga, 
the  executive  vice  president  in  charge 


©|  FUJI  FILM 

Official  Film  of  the  Los  Angeles  1984  Olympics 


Last  year  Fuji  outbid  Kodak  to  become  the  official  film  of  the  19H4  Olympics 
A  $7  million  gamble  that  the  green  box  can  sell  in  the  V.S. 
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Today  Fuji  is  in  no  hurry  to 
develop  new  photographic 
standards.  "We  don't  have 
the  strength  to  put  a  new 
camera  system  out  in  the 
world,"  concedes  Fuji's 
Chapman.  "Only  Kodak  can 
do  that." 


of  Fuji  USA,  its  film  sales  in  the  States 
have  tripled.  Fuji's  market  share  has 
increased  to  all  of  about  5%. 

Meanwhile,  Kodak  is  looking  to  Ja- 
pan to  expand  film  and  photographic 
paper  sales.  It  currently  has  about  a 
12%  share  there,  partly  because  it  has 
departed  from  traditional  practice  and 
cut  prices.  In  Japan  Kodak  film  sells 
for  slightly  less  than  Fuji.  Fair  enough; 
in  the  U.S.  Fuji  is  discounted  5%  to 
10%  below  Kodak. 

Will  this  be  "King  Kong  Meets  God- 
zilla"? Don't  bet  on  it.  This  is  one  war 
both  parties  would  prefer  not  fighting. 
"Fuji  is  gun-shy;  they've  found  they 
can  live  happily  under  the  Kodak  um- 
brella," says  analyst  Duquesnoy. 
"The  situation  is  stabilized:  Both  Fuji 
and  Kodak  make  big  fat  margins,  and 
they're  not  in  the  business  of  destroy- 
ing that  profitability." 

Fuji  can  well  afford  to  remain  civil 
in  its  competition  with  Kodak  be- 
cause there  are  other,  weaker,  third-, 
fourth-  and  fifth-place  manufacturers 
that  can  have  amateur  film  market 
share  squeezed  out  of  them  with  less 
effort.  These  potential  victims  in- 
clude 3M  (which  makes  private-label 
film  for  K  mart  and  Sears),  Japan's 
Konishiroku  and,  especially,  Europe- 
an giant  Agfa-Gevaert.  Agfa,  de- 
scribed by  one  observer  as  a  "plump 
duck,"  has  been  lagging  in  technolo- 
gy. It  was  once  much  larger  than  Fuji; 
its  sales  are  now  about  equal,  earnings 
are  down  and  pretax  margins  are  esti- 
mated to  be  well  under  5%.  Agfa's 
Europe  is  Fuji's  second-largest  mar- 
ket, not  Kodak's  U.S.,  and  Fuji  is  ex- 


Fuji's  aggressive  videotape  rebate  offer 
Pushing  what  Kodak  doesn't  sell. 


panding  rapidly  into  it.  Fuji  now  cap- 
tures some  1 0%  of  that  market  and  is 
pushing  for  15%,  even  as  it  works  to 
expand  its  worldwide  videotape  busi- 
ness, in  which  Kodak  is  not  active  yet 
(see  box). 

What  Ohnishi  is  up  to  is  following 
two  simple,  time-honored  strategies 
when  the  game  is  gaining  market 
share:  If  you  can't  take  it  away  from 
the  big  guy,  take  it  away  from  the 
little  guys — and  look  for  a  chance  to 
make  an  end  run  around  the  big  guy  in 
something  like  videotape.  ■ 


If  everyone  else  makes  videotape,  why  doesn't  Kodak? 


Fl  uji's  fastest-growing  business  is  videotape.  The  pro- 
cess of  coating  magnetic  tape,  after  all,  isn't  radical- 
ly different  from  the  process  of  coating  photosensitive 
film  or  paper,  so  why,  of  all  of  the  major  film  manufac- 
turers, has  Kodak  stayed  out  of  the  rapidly  expanding 
consumer  segment  of  the  market? 

The  consensus  among  Wall  Street  analysts:  Kodak  is 
coming  in  in  a  big  way;  some  say  by  1984.  But  the 
Rochester  giant  doesn't  want  to  be  a  "me  too"  contend- 
er. Kodak  likes  to  create  its  own  new  systems  for  the 
photographic  medium  so  as  to  dominate  film  sales,  and 
the  betting  is  it  plans  to  do  the  same  in  videotape. 

So  the  analysts  are  waiting  for  Kodak  to  come  out 
with  a  home-movie  video  camera  that  uses  uniquely 
sized  Kodak  tape.  It  would  take  the  competition — 
including  Fuji — some  time  to  get  compatible  tape  on 
the  shelves.  Meanwhile  Kodak,  with  its  marketing 
clout,  can  expect  to  grab  a  big  piece  of  the  market.  And 
this  figures  to  be  a  big  market.  It  would  be  competing 
directly  with  the  Japanese  videocameras,  sales  of 
which  are  up  over  60%  in  the  U.S.  this  year,  to  300,000 
units.  Conventional  movie  cameras — which  Kodak  no 


longer  makes — are  fading:  They  are  outsold  now  by 
videocameras  nearly  2-to-l,  and  film  sales  for  movie 
cameras  are  down.  Merrill  Lynch's  Reggie  Duquesnoy 
expects  Kodak  to  spend  nearly  $1  billion  in  the  next 
few  years  for  a  line  of  products  to  fill  out  the  big  new 
market  appearing  for  magnetic  media  of  all  kinds. 

Kodak  has  clearly  had  the  capability  to  make  con- 
sumer videotape  for  quite  some  time.  A  decade  ago  it 
purchased  Spin  Physics,  a  small  San  Diego-based  com- 
pany that  now  manufactures  a  high-speed  motion  anal- 
ysis system  called  the  SP-2000.  At  a  cost  of  $120,000 
each,  the  machines  are  strictly  for  industrial  and  medi- 
cal applications.  But  Kodak  makes  a  top-quality,  high- 
density  Isomax  videotape  to  go  with  it. 

The  analysts  think  it's  just  a  matter  of  time  until 
Spin  Physics  becomes  the  hub  of  Kodak's  videotape 
empire.  Says  Lehman  Brothers  analyst  Mark  Oben- 
zinger,  "Spin  Physics  has  recently  been  integrated  into 
the  Kodak  manufacturing  division  and  more  closely 
integrated  into  Kodak's  research  laboratory  organiza- 
tion." Translation:  Fuji,  TDK,  Maxell,  3M  and  all  the 
others  in  the  videotape  market — watch  out. — J.G. 
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Ureal  skiing,  fine  food,  and  Swiss  hospitality  thats  famous  round  the 
world.  Who  could  ask  for  anything  more? 

Well,  the  Inter-Hotels  Switzerland  found  something— Tclepkm, 

"I  SklCd  ^c  sure  wa^  y()U  can  make  international  calls  at  a  fair  cost.  No  more 
-  i       a  •  unreasonable  hotel  surcharge  fees  that  have  been  known  to  push  a 

tile  Dig  OnC  $20  phone  call  up  to  $50  or  more. 
A  *-\f4  JUIftm     ^       System,  working  with  leading  hotel  groups,  is  introducing 
IVMJI 1 1,  Tclepkm  around  the  world.  Ask  your  travel  agent. 
I  Cell  Teleplan.  The  fair-cost  way  to  call  home. 


Inter-Hotels 
Switzerland 
Locations: 

Adelboden 

Anzere 

Basel 

Beckenried-Klewen 

Bern 

Bulle 

Davos 

Geneva 

Grindelwald 

Interlaken 

Lausanne 

Lenk 

Lucerne 

Lugano 

Meiringen 

Mendrisio 

Murten-Muntelier 

Rorschach 

Saas-Fee 

St.  Moritz 

Schaffhausen 

Thun 

Verbier 

Wen gen 

Zermatt 

Zurich 

Want  to  know  more? 
Call  our  Internationa 
Information  Service 
toll  free: 

1  800  874-4000. 


Liability  insurance  for  the 
new  ways  you  do  business  today. 


It's  automatic  with  Shand,  Morahan. 


Computers  and  electronics  have  made 
the  way  we  all  do  business  a  whole  new 
ballgame.  That's  why  it  is  imperative 
that  your  liability  coverage  addresses 
the  whole  new  range  of  "computer 
age"  exposures  that  are  now  a  fact  of 
business  life.  The  latest  coverages 
from  Shand,  Morahan  &  Company  do 
just  that. 

Take  our  financial  institutions  pro- 
gram, as  an  example.  In  addition  to 
our  broad  package  of  standard  financial 
institutions  coverages,  we  also  offer 
electronic  funds  transfer  liability,  elec- 
tronic data  processors  E&O  and 
unauthorized  computer  access  cover- 
ages. In  step  with  current  times,  we've 
also  added  an  E&O  option  for  IRA/ 
Keogh  accounts. 

The  result  is  the  most  comprehen- 
sive, up-to-date  liability  package  for 
financial  institutions  available  today. 
And  fast  becoming  the  most  popular 
as  well. 

Whatever  your  business,  remember 
that  the  way  you're  doing  business 
is  changing.  As  it  does,  so  should  your 
liability  coverage. 

When  your  broker  works  with 
America's  leading  liability  insurance 
innovator,  Shand,  Morahan,  you  can 
be  sure  your  coverage  stays  right  up 
to  date. 

Why  not  ask  your  broker  to  call 
us  for  a  "computer  age"  liability  evalua- 
tion today." 


M Shand,  Morahan 
&  Company,  Inc. 


I  One  American  Plaza,  Evanston  1L  60201 


Treating  alcoholism  for  profit  is  one  of  the 
fastest-growing  markets  in  health  care. 


Selling 
sobriety 


By  Pamela  Sherrid 


A woman  lies  alone  in  bed  at 
night,  afraid  that  her  hard- 
k  drinking  husband  may  not 
make  it  home — and  yet  dreading  the 
moment  he  does.  Finally  car  wheels 
screech  in  the  driveway.  A  deep  voice 
intones:  "If  you  are  living  with  an 
alcoholic,  find  out  what  to  do  about 
it.  .  .  .  Call  Care  Unit.  .  .  .  Isn't  it  time 
you  put  an  end  to  the  nightmare?" 

This  hard-hitting  television  com- 
mercial signals  the  emergence  of  a  new 
business.  Government-funded  agen- 
cies and  membership  groups  such  as 
Alcoholics  Anonymous  still  serve  the 
majority  of  alcoholics  who  are  receiv- 
ing treatment.  But  in  the  last  five 
years,  the  for-profit  sector  has  grown 
35%  annually,  to  about  $300  million 
in  revenues.  Only  a  few  wealthy  alco- 
holics pay  for  their  own  care,  so  most 
of  that  money  comes  from  private  and 
government  health  plans. 

A  few  quick-thinking  entrepre- 
neurs gave  this  industry  its  start,  but 
now  competitors  include  giant  hospi- 
tal management  companies  as  well  as 
Raleigh  Hills,  a  subsidiary  of  Petro- 
lane,  a  $1.9  billion-a-year  California- 
based  oil  services  company.  Treat- 
ment is  not  cheap:  A  typical  one- 
month  treatment  program  ranges 
from  less  than  $2,500  at  a  secluded 
rural  rehabilitation  center  to  over 
$13,000  at  a  psychiatric  hospital. 

"This  is  a  classic  picture  of  private 
enterprise  making  money  from  meet- 
ing a  need, "  says  Edward  Smith,  chair- 
man of  Professional  Care  Services,  a 
small  publicly  held  nursing  home 
company  whose  fortunes  have  risen 
1  sharply  with  a  move  into  alcoholism 
treatment. 

The  need  is  clear:  Roughly  14  mil- 
lion Americans — one  out  of  every  ten 
in  the  work  force — have  a  serious 


drinking  problem,  but  only  15%  of 
these  victims  receive  help.  Tradition- 
ally, the  medical  establishment  ne- 
glected this  challenge,  perhaps  be- 
cause physicians  have  the  highest  al- 
coholism rate  of  any  profession. 
"Remember  the  old  joke  that  no  one 
is  an  alcoholic  unless  he  drinks  more 


than  his  doctor,"  says  Joseph  Pursch, 
a  psychiatrist  at  California-based 
Comprehensive  Care. 

His  company  is  now  the  nation's 
largest  for-profit  provider  of  alcohol- 
ism treatment.  Founder  Lee  Karns,  a 
former  health  care  consultant,  took 
over  two  failing  psychiatric  hospi- 
tals in  1972.  Karns  had  no  capital, 
but  he  made  necessity  into  a  virtue. 
Instead  of  building  facilities  in 
which  to  treat  alcoholics,  his  brain- 
storm was  to  use  excess  beds  in 
hospitals. 

A  convenient  loophole  in  the 
health  care  reimbursement  system 
makes  this  especially  attractive. 
CompCare  provides  a  treatment 
team,  including  a  physician,  psychol- 
ogist and  social  worker,  and  charges 
the  hospital  $65  per  patient-day  to 
treat  the  patient's  physical  and  emo- 
tional problems  (see  box,  p.  64).  The 
company  collects  only  for  the  pa- 
tients it  brings  in — through  that  pio- 
neering TV  advertising,  in  part.  The 
hospital  then  typically  charges  a 
third-party  insurer  the  full  rate  for  the 
occupied  bed,  say,  $275  a  day.  The 


Dr.  Joseph  Pursch,  medical  director  of  Comprehensh  e  Care 

"No  one  was  an  alcoholic  unless  he  drank  more  than  his  doctor. 
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)760GLE 
1  THING  YET 
ECT  CAR. 


m 
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The  volv 
the  closes' 


Introducing 
anewcarwith 
two  million 
miles  on  it 


^While  it  may  be  true  that  its  impossible  to  build  a 
perfect  car,  its  also  true  that— given  enough  time— 
you  can  come  close. 

The  new  Volvo  760  GLE  is  a  case  in  point. 
I      It  took  ten  long  years  to  develop.  And  before  it 
Developed,  it  went  through  the  mill. 
I      Prototypes  of  the  760  GLE  were  driven  a  total  of 
two  million  miles— through  some  of  the  worst  condi- 
tions on  earth.  They  lugged  trailers  over  the  Alps, 
Iblowed  through  snowbanks  near  the  Arctic  Circle, 
pounded  through  potholes  in  New  York  City  and  ate 
[dust  in  Australia.  They  endured  five  summers  of 
searing  heat  in  the  Nevada  desert,  where  they  were 
frequently  driven  24  hours  a  day 
I      What  emerged  from  all  this  design  and  testing 
itvas  a  car  which,  not  too  long  ago,  would  have  been 
Iralled  impossible. 

I      A  car  that's  more  aerodynamically  efficient  than 
|  Porsche  928,  yet  roomy  enough  for  five  adults.  A  car 
■hat  can  outhandle  a  Jaguar  and  can  outmaneuver  an 
kudi.  A  car  with  one  of  the  best  climate  control  sys- 
tems in  the  world. 

I  Introducing  the  Volvo  760  GLE . . .  the  first  totally- 
new  Volvo  in  16  years. 

I      It  took  a  long  time  to  get  here.  But  we  assure 
feou,  it  was  worth  the  wait.  THE\5LVO760GLE 


VOLVO  OF  AMERICA  CORPORATION 


hospital  provides  nurses  and  meals, 
but  pockets  the  very  substantial  dif- 
ference. Though  some  insurers  ques- 
tion this  practice,  others  are  willing  to 
go  along  because  treating  alcoholics 
lowers  overall  payouts. 

"All  our  hypotheses  were  correct," 
Karns  recalls.  CompCare  is  in  over 
100  hospitals,  up  from  28  in  1978,  and 
has  a  backlog  of  53  unopened  units. 
The  company  also  operates  ten  facili- 
ties of  its  own.  Revenues  were  $73 
million  in  fiscal  1982,  and  profits  hit 
$7.6  million.  Return  on  equity  often 
tops  30%.  CompCare's  stock,  traded 
over-the-counter,  has  climbed  from 
below  1  to  18.  "CompCare  is  the  pure 
play  in  alcoholism  treatment,"  says 
Seth  Shaw,  a  health  care  analyst  at 
Salomon  Brothers.  Karns,  incidental- 


W'  ith  so  many  new  companies 
offering  treatment  for  alcohol- 
ism, the  obvious  question  is: 
"Does  it  work?"  The  answer: 
"Yes — but  not  always." 

Most  for-profit  programs  take 
the  psychological  tack  that  was 
pioneered  by  Alcoholics  Anony- 
mous in  the  1930s.  For  them, 
heavy  drinking  is  a  symptom,  a 
form  of  self-destructive  behavior 
with  roots  that  often  lie  in  low  self- 
esteem.  After  a  three-to-five-day 
detoxification  period,  patients 
typically  begin  a  four-week  soul- 
searching,  including  one-on-one 
sessions  with  a  psychotherapist 
and  group  sessions  with  other 
problem  drinkers.  "We  wrestle 
with  the  causes,  the  things  that  are 
driving  a  person  to  drink,"  says 
Frank  Chivalette,  vice  president  of 
Procare.  A  month  away  from  the 
stresses  of  job  and  home,  he  says,  is 
crucial  to  "build  a  beachhead  for 
establishing  a  new  life." 

The  other  leading  form  of  treat- 
ment is  "aversion  therapy" — and 
many  proponents  of  the  psycho- 
logical approach  find  it  reprehensi- 
ble. At  hospitals  such  as  Petro- 
lane's  Raleigh  Hills  chain,  an  alco- 
holic is  injected  with  a  drug  that 
will  make  him  vomit  when  he 
drinks.  Then,  with  a  bowl  in  his 
lap  and  seated  in  front  of  a  mirror, 
he  accepts  a  tumbler  of  his  favorite 
bourbon  or  gin.  Repeated  often 
enough,  this  unpleasant  experi- 
ence is  intended  to  make  a  former 
boozer  queasy  at  the  mere  thought 
of  drinking.  Many  physicians  don't 
approve  of  this  Pavlovian  method, 


ly,  owns  2.3%  of  the  business,  worth 
about  $4  million. 

The  growth  of  CompCare  and  the 
rest  of  the  for-profit  sector  coincided 
with  changing  public  attitudes  about 
drinking.  Alcoholism  today  is  .in- 
creasingly regarded  as  a  disease,  not  a 
moral  weakness.  In  addition,  health 
care  experts  .began  to  recognize  that 
treatment  can  be  very  cost-effective. 
In  a  recent  California  study,  for  exam- 
ple, average  annual  medical  care  costs 
for  an  alcoholic  fell  from  $  1 , 1 60  in  the 
year  before  he  or  she  received  treat- 
ment to  $160  five  years  later.  Medical 
costs  for  the  family  of  the  alcoholic 
also  dropped  dramatically — which  ex- 
plains why  many  insurers  pay  for  al- 
coholism treatment. 

The  most  significant  change  has 


but  admit  it  can  work.  "Our  pa- 
tients prefer  not  to  talk  their  prob- 
lems to  death,"  says  a  Petrolane 
executive. 

Health  care  companies  boast  of 
their  success  ratios  in  glossy  bro- 
chures. AMI,  for  instance,  claims 
sober  lives  for  "nine  out  of  every 
ten  patients"  with  its  psychologi- 
cal approach.  Other  companies, 
which  use  both  treatment  modali- 
ties, say  the  success  rate  is  more 
like  six  out  of  ten.  But  most  indus- 
try executives  agree  that  the  ratio 
is  a  misleading  statistic — except 
for  marketing  purposes — because 
success  depends  so  much  on  how 
troubled  an  alcoholic  is  before  he 
walks  in  the  door.  No  company 
controls  that.  "The  most  unusual 
thing  about  the  alcoholism  treat- 
ment field  is  that  no  definitive 
studies  show  that  one  approach  is 
better  than  another,"  says  Arthur 
Leyland,  a  Blue  Cross  analyst. 

Researchers  feel  that  more  work 
is  needed  to  figure  out  what  kinds 
of  treatment — both  outpatient  and 
residential — are  best  for  what 
kinds  of  people.  Still,  certain  gen- 
eralizations about  who  has  a  good 
chance  of  beating  the  habit  seem  to 
hold.  Individuals  with  strong  iden- 
tities— pilots  perhaps,  or  sales- 
men— do  better  than  those  who 
don't  have  jobs  or  don't  want  them. 
A  sense  of  guilt  helps,  too.  "My 
worst  success  is  with  young 
chemical  gourmets  using  alcohol, 
coke,  Quaaludes — and  living  on 
their  stepfathers'  money,"  con- 
cludes CompCare's  Joseph 
Pursch.— P.S. 


taken  place  in  the  business  world. 
"Return  a  pilot  to  work,  and  you've 
saved  more  than  $1  million  training  a 
new  one,"  says  Dr.  Pursch.  "We  know 
treatment  pays  off,"  adds  Jim  Davis, 
who  runs  a  UAW-  and  General  Mo- 
tors-financed employee  assistance 
program  at  a  radiator  plant  outside 
Buffalo,  N.Y.  "We're  very  quality- 
conscious  now,  and  we  want  the  best 
guy  on  the  job — feeling  good,  not 
hung  over." 

Of  all  the  ways  to  get  an  alcoholic 
into  treatment,  "benevolent  coer- 
cion" by  an  employer  may  be  the 
most  effective.  "When  forced  to  the 
wall,  most  people  will  let  the  car, 
home  and  family  go  before  the  job," 
explains  Dr.  Pursch.  And,  in  turn, 
many  managers  prefer  to  send  their 
workers  to  flexible  for-profit  pro- 
grams instead  of  government-funded 
facilities.  "We  can  tell  the  company 
what  we  want,  and  as  long  as  we're 
paying  the  bill  there's  no  problem," 
says  GM's  Davis. 

Professional  Care  Services,  that 
tiny  nursing  home  company,  illus- 
trates this  special  affinity  between 
employers  and  the  for-profit  provid- 
ers. Like  many  people  in  alcohol  treat- 
ment, Procare 's  founder,  Edward 
Smith,  had  a  personal  concern  about 
drinking:  His  mother  died  of  it.  Until 
two  years  ago,  his  treatment  facility 
in  central  Pennsylvania  catered  most- 
ly to  street  people  whose  bills  were 
stingily  paid  by  government  agencies. 
Then  Smith  started  marketing  to  em- 
ployers; his  clients  now  include  GM, 
Bethlehem  Steel,  U.S.  Steel  and  hun- 
dreds of  other  major  corporations. 
Profits  have  grown  from  $16,000  in 
1980  to  $432,000  in  1982. 

This  kind  of  success  quickly  caught 
the  attention  of  the  major  hospital 
management  companies.  "We  opened 
the  door,  and  they  looked  in  and  liked 
what  they  saw,"  says  CompCare's 
Karns.  Hospital  Corp.  of  America,  for 
example,  is  significantly  increasing 
its  alcoholism  beds.  American  Medi- 
cal International  got  into  the  business 
through  its  merger  with  Brookwood 
Health  Services  last  year.  And  Na- 
tional Medical  Enterprises  acquired 
Psychiatric  Institutes  of  America  in 
July.  "Of  all  the  fields  we  looked  at  in 
our  long-range  planning — HMOs, 
freestanding  emergency  clinics,  renal 
dialysis,  day  care — this  has  turned 
into  the  most  promising  new  busi- 
ness," says  Warren  Wilke,  a  vice 
president  at  Lifemark  Corp. 

The  big  chains,  however,  aren't  us- 
ing CompCare's  service-contract 
model — and  for  a  good  reason.  "A 
community  hospital  views  the  acute- 
care  for-profit  chains  as  a  long-term 


Different  ways  to  dry  out 
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Pound  Pak  makes  you 
look  good  For  less. 


They  say  the  price  Jonesy  pays 
for  success  is  only  $9.35" 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  flat  rate  that  lets  you  send 
up  to  2  pounds  delivered  overnight,  anywhere 
we  go,  for  only  $9.35.  It's  called  the  2-Pound 
Pak,  and  it'll  make  you  look  good  for  less. 

Here's  why: 
Economy:  It  costs  about  half  as  much  as  the 
$20.00  some  charge  to  send  2  pounds. 
Reliability:  We  now  deliver  over  70,000  over- 
night packages  and  letters  on  time,  every  day. 
Convenience:  In  major  cities  you'll  find  spe- 
cial Collection  Boxes.  Or  give  your  pack- 
age to  the  letter  carrier  who  comes  to  your 
building,  or  find  us  in  over  3,000  Post 
Offices  in  1,200  cities. 
Use  the  Express  Mail  2-Pound  Pak  for  all  your 
overnight  deliveries.  The  price  you  pay  for 
success  will  be  less. 


Express  Mail 
Next  Day  Service. 


How  to  move 

a  paragraph. 


For  memos  or  manuscripts,  sales 
reports  or  book  reports,  a  person  could 
use  the  IBM  Personal  Computer. 

Because,  with 
Jk  the  Easy  Writer* 
,/  software  program, 
creating,  revising 
and  storing  text  is 
just  that.  Easy. 
With  ten  function  keys  that  help 
save  time  on  repetitious  tasks  and 
"menus"  that  guide  you  along,  the 
IBM  Personal  Computer  can  insert 
a  clause.  Delete  a  line.  Move  a 
paragraph  from  one  page  to 
another.  Transfer  text  from  file  to 
file.  Even  merge  words  from  your 
EasyWriter  program  with  numbers 
generated  by  your  VisiCalct  program. 

And  when  you're  done,  a  copy 
of  the  finished  product  can  be  printed 
out  at  80  characters  a  second. 

So  if  you  do  any  kind  of  writing, 
try  it  on  the  IBM  Personal  Computer 
at  your  nearest  authorized  dealer. 
"Vbu'll  see  that  the  performance,  quality 
and  price  are  really  something  to 
write  home  about. 


The  IBM  Personal  Computer 
A  tool  for  modern  times 


For  more  information  on  where  to  buy  the  IBM  Personal  Computer,  call  800-447-4700.  In  Alaska  or  Hawaii,  800-447-0890. 

t  VisiCalc  is  a  trademark  of  VisiCorp  *  EasyWriter  is  a  trademark  of  Information  Unlimited  Software.  Inc 
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threat,"  explains  Karns.  "I  come  off 
more  friendly — because  I'm  only  in 
the  business  of  treating  alcoholism." 
Still,  CompCare  isn't  without  compe- 
tition. Two  new  companies,  created 
by  former  employees  of  Psychiatric 
Institutes  and  Hospital  Affiliates  In- 
ternational, recently  acquired  by 
HCA,  now  mimic  Karn's  capital-sav- 
ing ways.  But  his  greatest  long-term 
competition  may  come  from  his  hos- 
pital clients:  Already  some  savvy  ad- 
ministrators are  setting  up  their  own 
alcoholism  wings. 


'Treating  an  alcoholic  in  an 
acute-care  hospital  is  like 
cracking  a  peanut  with  a 
sledgehammer,"  says  Seth 
Shaw  of  Salomon  Brothers. 


Alcoholism  treatment  is  so  far  out 
of  the  closet,  in  fact,  that  it  is  increas- 
ingly catching  the  eye  of  those  who 
pay  for  and  regulate  health  care.  At 
the  moment,  Congress  is  looking  into 
how  Medicare  should  pay  for  the  in- 
dustry's services.  One  big  question  is 
whether  alcoholics  need  hospital  care 
or  can  do  just  as  well  in  a  freestanding 
facility.  Hospitals  traditionally  charge 
the  same  amount  for  every  bed, 
spreading  the  costs  of  those  expensive 
CAT  scanners  over  all  the  patients. 
Alcoholics  don't  usually  need  all  that 
technology.  "Treating  an  alcoholic  in 
an  acute-care  hospital  is  like  cracking 
a  peanut  with  a  sledgehammer,"  says 
Salomon's  Shaw. 

This  cost-saving  thinking,  however, 
runs  into  the  problem  of  spotty  insur- 
ance coverage.  Employers  who  have 
the  longest  experience  dealing  with 
alcoholism,  such  as  the  steel  and  auto 
companies,  buy  insurance  that  allows 
for  treatment  in  a  freestanding  facility. 
But  many  individuals,  especially 
white-collar  workers,  hold  policies 
that  pay  only  for  hospital  care. 

That's  why  providers  have  struc- 
tured themselves  to  play  by  irrational 
rules.  A  company  with  freestanding 
facilities,  such  as  Procare,  for  exam- 
ple, markets  mostly  to  large  union- 
ized employers  with  benefits  pack- 
ages that  will  pay  for  its  services. 
CompCare,  with  its  commitment  to 
hospital  treatment,  uses  TV  advertis- 
ing to  attract  a  white-collar  clientele. 

Despite  the  complications,  the 
business  of  treating  alcoholics  is 
growing  very  fast — so  fast,  in  fact, 
that  it  raises  important  questions  for 
physicians,  insurers  and  government 
policymakers.  In  the  meantime,  the 
grand  old  profit  motive  is  addressing  a 
social  need.  ■ 
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WHAT  GROWS  IN 


GABON? 


THE  PETROLEUM  INDUSTRY. 


Gabon's  immense  oil  basin 
extends  along  the  coast  from 
Equatorial  Africa  to  the  Congo. 
This  basin  is  expected  to  yield 
70  to  140  million  metric  tons 
of  crude. 

Mining  industries  grow  in 
Gabon,  too.  Last  year,  Gabon 
produced  25, 000  tons  of  ura- 
nium and  L6  million  tons  of 
manganese.  Production  in 
mining  grew  200%  in  5  years. 


And  timber  grows  in  Gabon. 
In  fact,  over  300  species  in  the 
second  largest  equatorial  rain 
forest  in  Africa.  As  the  Trans- 
Gabon  railway  reaches  east, 
vast  new  reserves  of  timber 
become  accessible. 

What  grows  in  Gabon  —  be- 
sides the  industries  develop- 
ing these  incredible  natural 
resources?  Enterprising 
American  Companies. 
US  Steel.  Amoco.  Lockheed. 


Mobil.  All  have  discovered 
the  investment  incentives  and 
preferential  treatment  accorded 
them  by  the  Gabonese  govern- 
ment. All  are  aware  of  the  peace- 
ful and  prudent  development 
of  this  rich  African  nation. 

For  more  information  about 
what  Grows  in  Gabon, 
send  the  coupon  below  to: 

Gabonese  Embassy 
Attention  Mr.  David  S.  King 
2034  20th  Street  Northwest 
Washington,  D.C.  20009 


The  stock  market  seems  to  be  betting  that 
an  economic  recovery  will  leverage  rail- 
road profits  way  up.  Is  it  overlooking  the 
negative  side  of  deregulation? 


Off  the  track? 


New  cars  loaded  at  a  switching  yard 

Will  optimistic  investors  get  taken  for  a  ride? 


By  Barbara  Rudolph 

W'hen  the  Dow  Jones  industri- 
als were  up  27%  from  their 
August  low,  the  transporta- 
tion index  was  up  43%.  In  this  wild 
market,  the  rail  stocks  have  been 
among  the  largest  beneficiaries.  But 
investors  may  yet  find  themselves 
taken  for  a  ride. 

Here's  the  problem:  The  drop  in  the 
operating  earnings  of  the  railroads — 
down  some  30%  in  the  last  quarter — 
was  only  partly  due  to  lower  traffic. 
There  is  also  the  problem  of  profound 
and  long-term  effects  of  rail  and  truck 
deregulation — which  has  brought  a 
surge  of  competition  into  freight 
transport  stronger  than  any  since  the 
interstate  highways  first  neared  com- 
pletion. Deflation,  in  short,  is  hitting 
transportation  prices,  and  the  effect 
on  industry  profit  margins  isn't  going 
to  be  good. 

Railroaders  naturally  are  reluctant 
to  use  hard  numbers  to  describe  their 
predicament  but  they  are  not  slow  to 
complain  about  the  price  competi- 
tion. Norfolk  Southern  Chairman 
Robert  Claytor  says:  "There  is  very 
intense  competition  among  rail  carri- 
ers. A  lot  of  rate-cutting  is  buying 
business."  Burlington  Northern's  Se- 
nior Vice  President  Darius  Gaskins, 
who  is  a  former  chairman  of  the  ICC, 
likes  to  refer  to  "annual  bidding  wars 
for  traffic.  Some  shippers,"  Gaskins 
adds,  "are  haggling  over  every  last 
nickel." 

What  deregulation  has  done,  of 
course,  is  to  allow  the  rails  to  sign 
long-term  contracts  with  shippers  and 
also — within  a  fairly  wide  range — to 
set  rates  where  they  choose.  Combine 
those  new  freedoms  and  add  a  reces- 
sion that  has  brought  car  loadings 
down  some  20%  over  the  past  two 
years,  and  you  have  a  formula  for  vi- 
cious competition. 

The  shipper,  compelled  by  his  own 
pressure  to  cut  costs,  is  aware  of  his 
leverage  over  the  rails.  No  one  is  more 
cognizant  of  this  new  reality  than  the 
shipping  agent — the  middleman  who 
negotiates  deals  between  the  railroads 
and  the  shippers.  Says  Phil  Yeager, 
president  of  Hub  City,  Inc.,  the  largest 
shipping  agent  in  the  country:  "It 
used  to  be  that  the  shipper  didn't  care 
so  much  about  price — $200  more  or 
less  wouldn't  make  a  difference.  Now 
shippers  are  so  cost-conscious  that  for 
$25  they'll  decide  to  switch  modes  of 
transportation." 

The  shipper  is  hardly  naive.  After 
all,  the  antagonism  between  shipper 
and  railroad  is  as  old  as  the  industry. 
Now  he  can  both  play  the  rails  against 
one  another  and  pit  rail  against  truck. 
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In  78  years,  The  Travelers  has 
probably  prevented  more  accidents 
than  many  insurance  companies 
have  settled  claims  for. 


In  1904,  The  Travelers  established  the  first 
corps  of  safety  engineers  to  help  prevent  acci- 
dents in  industry. 

Since  then,  in  the  laboratory  and  in  the  field, 
The  Travelers  safety  engineers  nave  developed 
hundreds  of  safeguards  to  protect  workers  from 
dangerous  machines;  conveyors  to  simplify 
the  moving  of  heavy  objects;  and  tests  to  seek  out 
flaws  in  metals. 

Not  to  mention  special  techniques  to 
"smell"  toxic  gases  and  to  "see"  harmful  particles 
in  industrial  atmospheres.  Plus  methods  to  detect 
harmful  ingredients  in  commercial  products 
and  to  remove  hazards  from  products  used  in  the 
home,  the  office  and  the  manufacturing  plant. 

The  fact  is,  no  one  really  knows  how  many 
accidents  have  been  prevented  by  the  safety 
measures  The  Travelers  engineers  have  helped  to 
implement. 


But  if  you  consider  that  over  the  course  of 
seventy-eight  years  these  measures  have  been 
introduced  into  countless  factories,  stores,  build- 
ing sites,  plants  and  mills  all  across  the  nation, 
even  a  conservative  guess  would  have  to  be 
formidable. 

If  you'd  like  more  information  about  the 
full-service  capabilities  of  The  Travelers  Engi- 
neering Division,  call  an  independent  Travelers 
agent  or  broker.  For  the  one  nearest  you,  just 
consult  the  Yellow  Pages. 

Considering  where  we've  been,  and  where 
we're  going,  why  would  you  call  anyone  else? 


TheTravelerST 


I  he  Tr  avclcrs  Corporation  and  us  Affiliated  ( \ 


,  Hartford,  C  I  (*11S 


Frank  Yanacek,  transportation  and 
distribution  director  of  SCM,  gleeful- 
ly explains:  "As  shipper  we  have  a 
wedge.  A  trucker  might  come  in  pro- 
posing a  deal  that  was  25%  below 
what  we  had  thought  was  an  attrac- 
tive rate.  Sometimes,  then,  the  rail 
will  come  back  and  ratchet  it  down 
further.  We'd  be  foolish  not  to  re- 
spond to  that.  We  have  our  own  prof- 
its to  watch  out  for." 

There  is  another  ploy  that  shippers 
use  even  when  the  traffic  they  offer  is 
captive  to  the  rail:  A  shipper  can  say 
to  a  railroad,  "Okay,  my  traffic  on  this 
route  is  captive  to  you.  But  you'd  bet- 
ter give  me  a  good  price  on  it  or  I'll 
decide  to  move  my  traffic  on  this  oth- 
er route — which  is  not  captive  to 
you — onto  another  railroad."  Not  sur- 
prisingly, some  railroads  are  crying 
foul.  Shippers  are  reneging  on  deals, 
some  railroaders  privately  complain. 
Says  Union  Pacific  Assistant  Vice 
President  Richard  Hautzinger,  "You 
think  you  have  a  firm  deal  and  then  it 
falls  through." 

No  wonder,  then,  as  Kidder  Pea- 
body's  rail  analyst  Graeme  Lidger- 
wood  puts  it,  railroads  are  scrambling 
for  market  share  by  cutting  rates 
and — note  this  well — by  signing  long- 
term  contracts  with  shippers,  some- 
times at  discounts,  in  order  to  lock  up 
the  traffic  and  keep  it  away  from  the 
competition. 

That  locks  in  today's  depressed  re- 
cession rates,  for  a  year,  two  years, 
occasionally  even  four.  There  have 
been  particularly  striking  rate  de- 
creases, most  notably  in  the  realm  of 
piggybacking — transporting  cargo  on 
truck  trailers  that  are  placed  on  rail- 


road flatcars.  That's  by  far  the  most 
competitive  and  least  profitable  line 
of  business  for  the  rails.  Union  Paci- 
fic's Hautzinger  admits  that  the  UP 
has  been  forced  to  turn  away  some  of 
its  piggyback  traffic  because  it  would 
be  a  moneylosing  proposition.  And 
the  outlook  is  for  more  of  this  sort  of 


By  John  R.  Dorfman 

Most  oil  and  gas  drilling  pro- 
grams are  for  people  with  net 
worths  of  at  least  $250,000 
and  incomes  of  at  least  $50,000.  Mini- 
mum investments  are  typically 
$5,000  and  up.  But  there's  a  new  game 
in  town,  playable  with  a  few  hundred 
dollars  or  less.  It's  called  a  listed 
limited  partnership. 
Buying  a  unit  in  a  listed  limited 


traffic:  While  the  rails  have  been  haul- 
ing 13%  less  revenue-ton  miles,  pig- 
gyback traffic  so  far  is  up  3%  this  year 
over  last,  despite  the  recession. 

This  new  competitive  environment 
has  meant  significant  savings  for 
shippers,  taken  largely  out  of  the  hide 
of  the  railroads.  At  SCM  Corp.,  for 
example,  transportation  costs  are 
lower  than  they  have  been  for  two 
years.  At  Union  Camp,  they  are  down 
5%  from  last  year.  And  at  FMC  trans- 
portation costs  have  held  constant  de- 
spite inflation.  "Rails  have  been  cut- 
ting into  their  bone  and  marrow  on 
prices,"  concludes  Hub  City's  Yeager. 
Some  roads  can  offset  with  earnings 
from  natural  resource  plays,  but  oth- 
ers can't.  Nor  are  natural  resources 
the  sure  thing  they  seemed  a  few 
years  ago. 

There  does  seem  to  be  one  safe  ride 
left  to  the  rails:  their  coal  traffic.  You 
can't  pick  up  and  move  a  coal  mine, 
after  all.  With  some  exceptions,  coal 
rates  have  on  the  whole  been  steadily 
rising. 

But  hold  on.  Approval  of  the  coal 
slurry  pipeline — and  some  say  that 
the  odds  are  good  that  it  will  happen 
in  this  lame  duck  Congress — would 
mean  even  fiercer  pressure  on  the 
rails'  profit  margins.  Nothing  is  safe 
anymore.  ■ 


partnership  is  a  lot  like  buying  a  share 
of  stock.  What  you  get  is  called  a 
depositary  unit.  Right  now  there  is 
one  oil-and-gas  listed  limited  partner- 
ship—Apache Petroleum  Co. — on  the 
New  York  Stock  Exchange,  and  one — 
May  Energy  Partners  Ltd. — on  the 
American  Stock  Exchange.  But  listed 
limited  partnerships  may  catch  on. 
The  units  of  Apache  Petroleum  began 
trading  over-the-counter  in  January 
1981  at  about  20;  recently  they  were 


Oil  and  gas  drilling,  cost  depletion. 
Only  for  high  rollers?  Not  anymore. 


Tiny 
tax  shelters 
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Our  dream  has  come  true.  The  first  Honda  Accords  are  rolling  off  the  assembly  line  at  our 
new  automobile  manufacturing  plant  in  Marysville,Ohio.  It  has  taken  us  eight  years  of  planning 
and  work,  and  an  investment  of  over  $250  million  before  we  could  make  this  announcement. 
From  now  on,  they  won't  be  made yWover  there.  Now  they  are  made  over  here.  HONDA 

©1982  American  1  londa  Motur  ( ',o..  Inc. 


"Improving 
telecommunications 
all  over  the  world? 
GEE!" 


(No,  GTE!) 

At  an  oil  camp  on  a  wind-whipped  island 
off  the  tip  of  South  America,  a  GTE  digital 
switching  system  links  the  camp  with  the  out- 
side world. 

Along  a  6Vz-mile  route  between  Brussels 
and  the  nearby  city  of  Vilvoorde,  a  GTE  opti- 
cal communications  system  carries  hundreds 
of  telephone  calls  at  once  on  high-speed  pulses 
of  light. 

We  brought  solar  telecommunications  to 
the  jungles  of  Colombia.  Microwave  telecom- 
munications to  Mexico  and  Spain.  And  satellite 
telecommunications  to  such  countries  as  China 
and  Italy. 

We  provide  telecommunications  for  coun- 
tries—like  Algeria  and  Venezuela.  Or  just  cities, 
if  need  be— like  Vancouver,  B.C.,  and  Honolulu, 
Hawaii. 

There's  hardly  a  part  of  the  globe  that  isn't 
affected,  in  one  way  or  another,  by  GTE.  Of 
course,  the  degree  of  involvement  may  vary. 
But,  as  far  as  we're  concerned,  the  degree  of 
importance  is  always  the  same. 


at  22.  Meanwhile,  shares  in  its  god- 
parent, Apache  Corp.,  slumped  from 
22  to  about  1 1 . 

Apache  Corp.,  which  started 
Apache  Petroleum  and  owns  13%  of 
it,  is  a  Minneapolis-based  natural  gas 
producer.  For  more  than  20  years  it 
has  raised  part  of  its  drilling  capital 
(recently  about  a  third)  through  limit- 
ed partnerships.  But  Apache  Petro- 
leum gives  investors  three  things  they 
have  not  had  in  traditional  limited 
partnerships: 

•  Greater  liquidity.  In  most  oil  and 
gas  drilling  programs,  you  can  sell 
your  interest  back  to  the  general  part- 
ner— but  not  for  a  very  good  price. 
Failing  that,  if  you  want  out  you  must 
find  your  own  buyer  and  suffer  red 
tape.  Depositary  units,  however,  have 
a  ready  market  on  a  major  stock  ex- 
change, though  of  course  the  unit 
price  can  fluctuate. 

•  Less  risk.  With  a  large  pool  of 
capital,  the  offering  company  invests 
in  a  large  number  of  wells,  mainly 
developmental  rather  than  wildcat. 
Someone  could,  theoretically,  start  a 
partnership  that  invested  in  relatively 
few  wells  and  emphasized  explora- 
tion, but  it  would  not  be  likely  to  get 
listed.  In  practice,  most  listed  pro- 
grams will  probably  have  far  safer 
mixes.  Going  the  private  route  offers 
more  chance  for  performance  that  is 
spectacularly  good — or  bad. 

•  Longer  life  for  the  tax  shelter. 
Many  private  drilling  programs  show- 
er you  with  tax  deductions  (such  as 
intangible  drilling  costs,  depreciation 


and  cost  depletion)  in  the  first  one  to 
three  years.  Then  your  shelter  is  ex- 
hausted, and  your  return — if  you  are 
lucky — comes  in  the  form  of  a  stream 
of  income,  usually  taxable.  Apache 
Petroleum  estimates  at  least  six  years 
in  the  life  of  its  tax  shelter.  The  de- 
ductions still  flow  directly  to  the  in- 
vestor, but  more  slowly.  Since  it's  an 
ongoing  venture  with  new  wells  being 
drilled  from  time  to  time,  reserves 
will  be  depleted  at  a  gradual  pace,  or 
may  even  grow. 

At  the  same  time,  there  will  be  new 
drilling  costs  incurred  each  year, 
many  of  them  deductible.  (In  drilling 
jargon,  an  "intangible,"  hence  deduct- 
ible, cost  is  one  the  IRS  treats  as  a 
current  expense.  Hiring  a  rig  at  $8,000 
a  day  is  an  intangible  cost.  A  "tangi- 
ble" cost  is  a  capital  expense,  such  as 
buying  pumps  or  tanks.  Tangible 
costs  aren't  deductible,  but  you  may 
get  depreciation  and  an  investment 
tax  credit.) 

Apache  Petroleum  has  been  paying 
a  distribution  of  $2  a  year  per  unit  to 
unit  holders.  This  is  analogous  to  a 
dividend,  and  since  it  counts  as  a  re- 
turn of  capital,  it's  tax-free — at  least 
for  a  while. 

But  there's  a  catch.  In  fact,  two 
catches.  First,  when  the  sum  of  your 
distributions  (which  are  real,  cash 
payments)  and  your  tax  deductions 
(which  aren't  spendable,  but  are  used 
to  offset  other  income  on  your  tax 
return)  equals  your  "cost  basis,"  then 
the  tax  benefits  end. 

Second  catch:  Your  cost  basis,  with 


a  public  or  private  partnership,  gradu- 
ally dwindles.  Say  you  buy  in  at  $20  a 
unit.  Of  that  sum,  perhaps  $16  might 
represent  reserves;  the  other  $4  might 
represent  the  value  of  undrilled  in- 
ventory and  other  assets.  In  that  case, 
your  cost  basis  for  depletion  would  be 
$16,  and  your  basis  for  tax  purposes 
would  be  $20.  Once  you  have  received 
$20  a  unit  in  return-of-capital  distri- 
butions and  tax  deductions,  the  shel- 
ter ends.  Any  further  distributions 
would  be  taxable  income  to  you,  and 
you  get  no  further  deductions. 

Indeed,  you  could  find  yourself 
taxed  on  the  venture's  earnings,  in 
addition  to  actual  distributions  to 
you.  In  our  example,  if  Apache  Petro- 
leum earned  $1.50  per  unit,  you 
would  be  taxed  on  $3.50  (the  earnings 
plus  the  $2  distribution).  In  practice, 
many  people  would  sell  their  units 
before  reaching  this  point. 

When  you  sell,  watch  it.  You  are 
taxed  on  the  difference  between  your 
selling  price  and  your  remaining  cost 
basis.  Say  you  sold  at  $25  and  had 
received  $15  in  distributions  and  de- 
ductions. Your  cost  basis  would  be 
down  to  $5,  so  your  gain  would  be 
$20.  At  long-term  capital  gains  rates, 
you  would  be  taxed  on  40%  of  the 
gain,  or  $8.  If  you  are  in  the  50% 
bracket,  your  tax  would  be  $4  a  unit. 

When  you  sell,  the  new  buyer  starts 
over  with  a  fresh  slate  of  deductions. 
That  new  buyer  could  even  be  you: 
You  might  elect  to  sell  and  buy  back. 
For  people  who  are  shelter-minded, 
the  time  to  sell  is  probably  either  the 
point  just  before  you  start  incurring 
tax  liability,  or  the  point  at  which  the 
available  deductions  no  longer  com- 
pletely shelter  your  return-of-capital 
distribution. 

Now  that  Apache  Corp.  has 
spawned  such  an  attractive  offspring, 
why  should  anyone  invest  in  the 
original  company?  Why  take  plain  va- 
nilla when  there's  pistachio  almond 
fudge?  Well,  some  people  don't  care 
much  about  tax  shelters.  And  others 
like  to  shoot  for  big  capital  gains. 
Gains  in  Apache  Petroleum  would 
probably  not  be  spectacular.  Growth 
could  entail  continued  dilution 
through  the  issuance  of  new  units. 
And  developmental  drilling  doesn't 
have  the  spectacular  potential  of 
wildcatting. 

But  neither  does  it  have  the  risks. 
The  new  listed  limited  partnerships, 
Apache's  included,  may  be  intriguing 
to  people  who  want  to  play  the  drill- 
ing game  with  some  safety  and  liquid- 
ity. If  the  little  guy  has  to  be  taxed  in 
what  used  to  be  the  rich  man's  brack- 
ets, why  shouldn't  he  get  some  of  the 
rich  man's  tax  breaks  as  well?  ■ 
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FORBES  SPECIAL  ADVERTISING  SUPPLEMENT 


NOMIC  PICTURE  TODAY 
I  recently,"  says  Cesare  Romiti,  manag- 
jrector  of  Fiat,  "people  abroad  were  sur- 
i  how  Italian  enterprises  were  able  to 
ie  the  disastrous  inefficiency  of  the  "Ital- 
jsiness  system."  This  was  generally  at- 
sd  to  the  efficiency  of  smaller  Italian  firms 
3  the  so-called  "underground  economy." 
Ik  alongside  the  success  of  small  and 
;tm-sized  companies  we  find  large  firms 
lj  in  the  limelight. 

m-iiti's  diagnosis  might  appear  optimistic 
ijw  of  recent  developments  in  the  Italian 
pmy:  trends  in  Italy's  balance  of  pay- 
's, which  should  close  1982  with  a  current 
lint  deficit  of  not  less  than  17,000  billion 

Iikbout  $12.1  billion);  resurgent  inflation 
ilal  rate  of  16-17%);  the  sharp  drop  in 
ill  investment  in  new  plant  and  machinery 
w/o  in  1982);  stagnant  industrial  output; 
Unemployment  (10%  of  Italy's  total  work- 
ipcent  survey  of  1,176  manufacturing  or 
ije  firms  conducted  by  Mediobanca, 
jfcd  by  Enrico  Cuccia,  shows  some  alarm- 
jons.  It  reveals  41 7  closed  1 981  in  the  red 
|ri  overall  financial  loss  of  6,498  billion  lire 
I  $4.6  billion);  remaining  759  registered 
Iferall  profit  of  2,259  billion  lire  (about  $1 .6 
lh.  The  difference  reveals  an  aggregate 
jbf  4,239  billion  lire  (about  $3  billion). 
Bare  worrisome  develoments:  while  most 


totalled  69,168  billion  lire  (about  $49.4  billion). 
The  total  value  of  exports  amounted  to  58,566 
billion  lire  (about  $41.8  billion).  The  trade  defi- 
cit of  10,602  billion  lire  (about  $7.5  billion)  is  a 
result  of  an  energy  import  deficit  of  17,322 
billion  lire  (about  $12.3  billion)  minus  the  trade 
surplus  of  6,720  billion  lire  (about  $4.8  billion) 
Italy  earned  in  other  export  areas.  The  break- 
down of  the  product  areas  responsible  for  the 
trade  deficit  paradoxically  confirms  both  the 
worries  voiced  by  Manca  and  the  optimism 
expressed  by  Romiti. 

Imports  of  energy  products  during  the  first  7 
months  of  1982  increased  by  11.4%.  Exports 
of  goods  and  services  increased  by  a  whop- 
ping 45%  compared  to  the  same  period  last 
year.  One  must  realize  the  surplus  was  ac- 
complished while  energy  consumption  by  in- 
dustry remained  practically  unchanged:  the 
increase  in  Italy's  "energy  bill"  is  largely  due  to 
appreciation  of  the  dollar  used  to  pay  for  oil 
imports.  The  major  weak  spot  in  Italy's  bal- 
ance of  payments  picture  today  is  importation 
of  food  and  agricultural  products.  Imports  dur- 
ing the  first  7  months  of  the  year  rose  37.3%; 
food  and  agricultural  product  exports  were  up 
by  only  29.5%.  The  trade  deficit  of  4,654  billion, 
lire  (about  $3.3  billion),  substantially  higher 
than  during  the  same  period  last  year,  is  due  to 
the  sharp  increase  in  imports  of  meats,  fish 
and  fish  products,  oil  and  cheese.  The  good 
news  comes  from  those  product  areas  tradi- 


corporate  losses  had  been  in  the  area  of  state- 
controlled  industries,  they  have  now  spread  to 
private  ones;  also,  the  financial  illness  seems 
to  have  spread  to  many  medium-sized  compa- 
nies, traditionally  the  bastion  of  "sound"  indus- 
try in  Italy.  Their  losses  in  1981,  48  billion  lire 
(about  $34.2  million)  were  equivalent  to  nearly 
half  the  overall  profit  they  reported. 

"The  only  way  out,"  says  Enrico  Manca, 
President  of  the  Italian  Chamber  of  Deputies 
Industries  Commission,"  is  a  sharp  increase  in 
the  innovative  capabilities  of  the  Italian  indus- 
trial system."  In  his  report  on  Italian  industrial 
enterprises,  Manca  says  "We  are  witnessing  a 
trend  in  the  specialization  of  Italian  industry 
which  is  in  sharp  contrast  with  what  is  going  on 
in  other  industrialized  nations. 

IMPORT-EXPORT  TRADE  TRENDS 
Between  1970  and  1980  the  weight  of  low- 
technology  products  in  the  overall  Italian  ex- 
ports increased  from  38.5%  to  44%  while  me- 
dium-technology exports  dropped  from  50%  to 
45.5%  and  the  quota  of  high-technology  prod- 
ucts (computers,  aircraft,  chemicals,  etc.)  re- 
mained stagnant  at  the  level  of  1 970, 1 1 .5%  of 
the  total. 

The  latest  data  on  the  balance  of  trade 
confirm  Italy's  technological  lag  and  reveal 
that  the  country's  foreign  trade  closed  in  the 
red  for  the  past  33  months.  During  the  first  7 
months  of  1982  the  total  value  of  imports 
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HE  CAN'T  EVEN  SPELL  'AUTOMOBILE" 
YET  FIAT  MEANS  A  LOT  FOR  HER. 


Alice  is  very  proud 
her  father's  Strada 
She  knows  it  is  a  Fiat. This  is 
no  wonder.  In  Italy  two  cars 
out  of  three  are  Fiats. 

Yet  Alice  is  too  young 
to  know  that,  in  her  life, 
Fiat  stands  for  a  lot  more 
than  just  wheels.  The  tractors 
she  sees  in  the  fields 
are  also  Fiats. 
Even  the  power 
in  Alice's  town 
comes  from 


Fiat  gas  turbine. 
Because 
although  Fiat's  ingenuity 
was  originally  meant  for 
vehicles,  it  has  naturally 
spread  into  other  products: 
trains,  jet  engines, 
robots,  telephones. 
And  into  countries 
other  than  Italy. 
Today  in  Britain, 
Germany,  Japan,  surgeons 
choose  pacemakers 
produced  by 


Sorin 

Biomedica, 
a  company  of  the  Fiat  Group. 
Dams  in  Asia,  motorways  in 
Africa,  telephone  systems  in 
the  Middle  East  are  also 
made  by  Fiat.  Thus  for  the 
Alices,  Pierres,  Ahmeds 
and  Wanjiros  of  this  world, 
Fiat  stands  for  much  more 
than  automobiles.  Yet  we  are 
proud  that  for  many  people 
automobiles  mean  Fiat. 

anna 

Means  a  lot. 


New  Relations  Between  Italy  and  the  United  States 

by  Maxwell  M.  Rabb 
American  Ambassador  to  Italy 

makes  Italy  a  very  special  ally  for  the 
United  States. 

Our  developing  relationship  with  Italy 
does  not  yet  fully  extend  from  the  political 
into  the  economic  area.  Italy  and  the 
United  States  are  important  trade  partners 
—  we  are  Italy's  fourth  most  important 
market,  and  Italy  is  our  tenth  largest 
market.  The  United  States  has  substantial 
investments  in  Italy  — worth  $5.4  billion  at 
the  end  of  1980.  But  our  relationship,  while 
good,  doesn't  show  the  dynamism  that 
would  reflect  what's  going  on  politically. 
Part  of  the  problem,  I  think,  is  that  Italy, 
during  the  1970's,  acquired  a  bad  reputa- 
tion for  terrorism  and  labor  unrest.  But, 
second  only  to  Italy  s  new  positive  foreign 
policy  role,  I  would  emphasize  that  a  heart- 
ening level  of  peace  has  returned  to  this 
land.  The  terrorists  are  not,  unfortunately, 
eliminated,  but  particularly  since  the  lib- 


There  have  been  a  few  cases  in  our 
history  when  the  whole  mix  of  our  rela- 


tions with  another  country— political,  eco-  eration  of  General  Dozier  early  this  year, 
nomic,  strategic— has  taken  on  a  special  the  authorities  have  had  a  series  of  not- 
quality  of  closeness,  intensity  and  mutual  able  successes;  the  terrorists  are  very 
understanding.  I  believe  that  this  is  hap-  much  on  the  run.  While  travellers  to  Rome 
pening  today  in  our  relations  with  Italy.  may  still  be  bothered  on  occasion  by  snap 
When  Italy  emerged  from  its  consecu-  strikes  at  the  airport,  the  figures  show 
tive  nightmares  of  fascist  dictatorship  and  hours  lost  due  to  strikes  have  dropped 


the  Second  World  War,  its  attentions  were 
directed,  naturally,  at  economic  recovery. 
Italy's  tremendous  post-war  efforts  re- 
sulted in  an  economic  miracle  that  in 


sharply  over  the  last  year  and  a  half. 

A  third  point  is  that  despite  the  historic 
image  of  Italian  political  fragility— govern- 
ments falling  with  painful  frequency  — 


some  ways  was  more  impressive  than  the  there  is  actually  a  great  deal  of  fundamen- 

more  widely  discussed  German  and  Japa-  tal  political  stability.  That  stability  has 

nese  miracles,  which  rebuilt  former  indus-  been  increased  by  the  alliance  of  the  five 

trial  greatness,  while  Italy  in  one  genera-  democratic  parties  (largest  being  the 

tion  transformed  itself  from  a  largely  rural  Christian    Democrats    and  Socialists), 

nation  into  a  highly  industrialized  state.  These  have  for  the  past  two  years  con- 


During  this  period,  Italy,  while  a  close 
ally  of  the  United  States,  did  not  take  an 
overly  active  role  in  world  political  affairs, 
although  its  position  in  world  trade  con- 
tinued to  advance  along  with  its  economy. 


stituted  a  governing  coalition  with  the 
flexibility  and  durability  necessary  to  run  a 
country  undergoing  —  like  our  own  coun- 
try —  major  economic  strains. 
So  American  investors,  and  others 


But  things  have  now  changed.  Italy  is  wanting  to  do  business  with  Italy,  face  a 
taking  an  increasingly  more  active  role  in  much  more  stable  —  and  safe  —  environ- 
world  affairs  and  in  matters  concerning  ment.  The  range  of  human  talent  here  is 
the  Atlantic  Alliance.  A  year  ago,  Italy  was  extraordinary  —  but  what  one  would  ex- 
the  first  European  nation  to  announce  the  pect  of  the  crib  of  the  Renaissance,  the 
stationing  of  intermediate-range  nuclear  country  where  capitalism  first  flourished, 
forces,  when  the  West  had  to  respond  to  Italians,  furthermore,  like  Americans  and 
the  challenge  of  the  Soviet  SS-20  missiles  admire  American  ways.  We  don't  face  the 
and  improve  the  chances  for  successful  sort  of  barriers  here,  whether  legal  or  cul- 
disarmament  negotiations.  It  has  not  tural,  that  are  found  elsewhere.  It  is  also 
wavered  in  that  decision,  and  construe-  important  to  realize  that  Italy  has  become 
tion  on  missile  sites  is  now  proceeding,  very  much  a  country  of  high  technology:  a 


Italy  also,  early  on,  stated  its  willingness 
to  contribute  to  the  Multilateral  Force  on 
the  Sinai,  when  creation  of  that  force  was 
vital  to  the  unfolding  of  the  Camp  David 


country  producing  not  just  shoes  and 
wine  and  fine  fabrics  but  major  com- 
ponents for  U.S.  jetliners,  subway  cars  for 
U.S.  transit  systems,  and  high  quality 


agreements.  I  could  cite  a  number  of  other  components  for  nuclear  power  reactors, 

examples  of  forward-looking  Italian  ac-  Much  of  the  dynamism  of  Italian  indus- 

tions  on  the  international  scene,  all  point-  try  is  to  be  found  in  small  and  medium 

ing,  especially  over  the  past  year,  to  Italy's  firms,  often  family-owned,  reflecting  the 

expanded  and  positive  international  role,  deep-rooted    individualism   of  Italians. 

Now,  all  Italians  don't  agree  with  the  This,  on  the  surface,  poses  a  problem  for 

strongly  pro-Western  and  pro-American  foreign  investors.  However,  Italian  banks 

line  the  Italian  Government  has  taken.  But,  are   experienced    in   acting   as  inter- 

despite  the  presence  of  a  strong  Com-  mediaries. 

munist  Party,  Italy  has  not  just  persisted,  I  hope  that  Americans  will  take  another 
it  has  become  stronger  in  its  commitment  look  at  Italy— at  the  Italy  of  machine  tools 
to  the  NATO  alliance.  At  a  time  when  some  as  well  as  of  handsewn  shoes.  This  is  a 
Europeans  elsewhere  are  having  second  country  which  merits  our  attentions  and 
thoughts  about  the  aims  of  our  alliance,  or  will  reward  them.  It  seeks  to  be,  and  de- 
are  obsessed  by  dreams  of  detente,  this  serves  to  be,  a  major  and  reliable  partner. 


THE  IRI  GROUP  IS 
INCREASINGLY  CONCERNED 
WITH  DEVELOPING  MAJOR 
GROWTH  INDUSTRIES  ON 
ACCOUNT  OF  THEIR  HIGH 
TECHNOLOGY  CONTENT  AND 
PRODUCT  INNOVATION 
FEATURES.  THIS 
TECHNOLOGY-LED  OPTION  HAS 
BEEN  ENCOURAGED  BY  THE 
TENDENCY  OF  THE 
INTERNATIONAL  ECONOMY  TO 
DEAL  WITH 
WIDELY  DIFFERING 
PROBLEMS  AND  TO  SEEK  MORE 
COMPLEX  AND 

COMPREHENSIVE  SOLUTION  TO 
COMMUNITY  PROBLEMS. 


V 


HOW  IRI  OPERATES 

The  IRI  Group  —  with  over  548,000  employees,  a 
turnover  last  year  of  over  29,000,000m  lire,  and  a 
five-year  investment  programme  worth  over 
23,000,000m  lire  —  Is  playing  an  increasingly 
important  role  in  the  Italian  and  international 
economy,  with  primary  responsability  for  the 
restructuring  and  upgrading  of  traditional  industries, 
such  as  steel  and  ship  building, 
the  development  of 

high  technology  industries  (energy,  electronics, 
aerospace  and  plant  engineering),  the  promotion  of 
the  most  advanced  tertiary  activities 
(telecommunications,  data  processing,  transport), 
which  are  all  vital  to  a  mature  industrial  economy, 
and  an  enhanced  quality  of  life. 
This  can  only  be  done  by  a  Group  which  has  a 
wide-ranging,  well  articulated  entrepreneurial 
strategy,  based  on  a  wholehearted  commitment 'to 
applied  research,  enabling  it  to  be  sufficiently 
autonomous,  or  to  hold 
the  technological  lead  in  the 
main  areas  of  investment;  this  strategy  also  has  to 
be  geared  to  increasing  the  Group  s  activities  in 
Europe  and  throughout  the  world, 
not  merely  to 

exporting  products  and  technical  assitance,  but  also 

the  construction  and  management  of  largescale 

industrial  complexes 

and  the  design  of  integrated 

programmes  for  the  development  and  enhancement 

of  natural  and  manpower  resources. 


GRUPPO 


THE 

IRI  GROUP 
AND  HIGH 
TECHNOLOGY 
INDUSTRIES 


IRI  ON  FOREIGN  MARKETS 

In  1981 .  the  Group  exported  goods  and  services 

worth  around  8.700.000  million  lire, 

accounting  for  8  8  per  cent  of  Italy  s  total  exports 

This  is  a  particularly  significant  result 

when  viewed  as  part  of  a  more  general 

trend  whereby  Italy  s  share  of  international 

trade  grew  in  1981  this  shows  that  the 

IRI  Group  has  made  a  substantial 

contribution  with  a  growthrate  distinctly 

above  the  national  average 

While  Italian  exports  of  goods  and  services 

increased  by  27  7  per  cent  in  monetary  terms 

and  by  6  per  cent  in  real  terms.  IRI  Group 

exports  rose  by  47  5  per  cent  and 

22  4  per  cent'  respectively 

These  figures  clearly  demonstrate  the  IRI  Group  s 

endeavour  to  find  operational  outlets  that  relieve 

the  domestic  market  and  that  mcentivate  sound 

and  stimulating  competition  in  terms  of  innovation 

with  more  mature  industrialized  countries. 

To  be  competitive  on  international 

markets  today  high  technology  products 

have  to  be  offered,  and 

this  can  only  be  done  as  a  result  ot  sustained 

innovation  effort  and  promotional  work  and  a 

degree  of  credibility  that  can  only  be  guaranteed 

by  experience  matured  over  the  years 

IRI  has  managed  to  meet  these  conditions. 

because  it  is  able  to  exploit  a  vast  industrial 

potential  in  a  wide  array  of  different  industrial 

sectors,  and  the  result  show  it 


IRI  AND  HIGH  TECHNOLOGIES 

In  recent  years,  the  IRI  Group  has  been  earmarking 

investment  increasingly  to  products  and  services 

resulting  from  sustained  research  and 

technology-based  effort. 

To  implement  this  strategy,  IRI  has  exploited  its 

corporate  structural  features 

that  best  suit  proiects 

that  hinge  around  the  development  of  advanced 
technology  industries 

First  of  all.  there  is  the  Group  s  inter-industrial 
capacity,  which-has  enabled  it  to  draw  on  the 
experience  and  skills  of  many  different  industrial 
sectors  lor  its  production  protects. 
Secondly."  there 

is  the  Group's  companies  well-proven  ability  to 

design  and  construct  industrial  plant  in  original  and 

sophisticated  areas  of  production. 

The  most  significant  consequence  of  this 

newly-arisen  situation  in  terms  of  IRI's  strategy,  has 

been  the  close  attention 

devoted  to  areas  of 

production,  such  as  aerospace,  electronics, 
telecommunications,  energy  and  special  steels, 
which  will  be  able  to  provide  a  dynamic  support  to 
the  Group's  industrial  activities,  and  raise  their 
technological  competitiveness 
The  results  of  IRI's  efforts  in  the  high  technology 
sector  soon  made  themselves  felt  today,  IRI's 
maior  technology  customers  are  the  highly 
industrialized  countries  which  are  usually  the  most 
demanding  for  this  kind  of  product 


THE  RIGHT  ANSWER  FOR  THE 
EUROPEAN  DISTRIBUTION  SYSTEM 


I 


•  THE  FREE  WORLD  S  NEWEST  MILITARY  CARGO/PAX  TRANSPORT 
•  PAYLOAD/RANGE  TO  SUPPORT  THE  NATO  SOUTHERN  FLANK 
•  GENERAL  ELECTRIC/HAMILTON  STANDARD  TURBOPROPS 
•  CARRIES  ALL  FIGHTER  ENGINES  ON  THEIR  OWN  DOLLIES 
•  EDS  PECULIAR  AVIONICS  ARE  STANDARD  EQUIPMENT 
•  WILL  SUPPORT  A  PACIFIC  DISTRIBUTION  SYSTEM 
•  CAN  AIRDROP  OR  LAPES  IF  THE  NEED  ARISES 
•  LOW  MMH/FH,  ON-CONDITION  MAINTENANCE 
•  PRESSURIZED  FOR  WEATHER  AVOIDANCE 
•  BUILT  TO  MILITARY  SPECIFICATIONS 
•  NORMAL  CRUISE  SPEED  235  KTAS 


X/AERITALIA 


societa 
aerospaziale 
Italians 


ITALY 

80125  Napoli  -  Piazzale  Tecchio  51 

P.  B.  3065 

Tel.:  (081)  72.52.111 

Telex:  710370  AERIT 

finmeiranicn  group 


U.S.  and  CANADA 

Italian  Aerospace  Industries  (USA),  Inc. 
Suite  500, 1235  Jefferson  Davis  HWY 
Arlington,  Virginia  22202 
Tel.:  (703)  243-1700 
Telex:  248  730  IAI  UR 


AERITALIA's  heavy  involvement  in  the  BOEING  767  program  has  led  to  their  avid  interest  in  the  progress 
of  flight  test  and  production  programs.  The  Boeing  767  pioneers  extensive  use  of  composite  materials  i 
secondary  structures.  The  bulk  of  these  composite  structures  are  manufactured  by  AERITALIA,  whict- 
lay  claim  to  being  the  world's  largest,  most  experienced  producer  of  commercial  aircraft  components  in 
advanced  composite  materials.  AERITALIA's  collaborative  program  with  Boeing  today  is  somewhat 
remote  from  that  envisioned  in  1971  when  an  agreement  was  reached  between  the  two  companies  for  join 
development  of  a  short-haul  STOL  airliner  for  100-150  passengers.  Today  this  cooperation  has  evolved 
the  wide-bodied  767. 


Montedison  is  scheduled  to  become  the  sole 
producer  in  Italy. 

The  Teksid-Finsider  agreement,  between 
the  steel-making  subsidiary  of  Fiat  and  Italy's 
state-owned  steel  industry  holding  company 
signed  last  summer,  is  another  case  where 
two  large-scaled  industrials  decided  to  join 
forces  to  rationalize  an  area  of  Italian  industry. 
"Italy  is  the  last  to  arrive,  but  at  least  it  has 
taken  the  first  step  in  the  right  direction,"  says 
Cesare  Romiti.  Another  such  agreement,  is 
between  Ansaldo  (IRI-Finmeccanica)  and 
Franco  Tosi  (private)  in  the  area  of  thermo- 
electric heavy  equipment.  It  will  rationalize 
product  lines  in  view  of  upcoming  equipment 
contracts  to  be  awarded  by  ENEL,  Italy's  Na- 
tional Electricity  Board,  in  context  of  a  National 
energy  development  plan  which  calls  for  an 
85,000  billion  lire  (about  $60.7  billion)  capital 
investment  program  by  1990.  Many  firms  in 
this  area  were  in  financial  trouble  because 
they  had  to  maintain  an  excessive  number  of 
competing  products.  The  outlook  now  has 
substantially  improved. 

"The  important  thing  now,"  says  Giorgio  La 
Malta,  Italy's  Republican  Minister  of  Budget 
and  State  Planning,  is  that  we  don't  waste 
resources  trying  to  salvage  lame  ducks  for 
political  reasons."  La  Malta  and  De  Michelis 
have  been  on  a  collision  course  for  months 
over  the  restructuring  of  two  areas  of  Italian 
industry  (copper  and  aluminum).  Thousands 
of  jobs  and  billions  of  dollars  are  at  stake.  It's 
difficult  to  say  who  will  win — La  Malta,  thinking 
in  terms  of  a  drastic  cutback  in  both  areas,  or 
De  Michelis,  seeking  to  strengthen  the  firms 
operating  in  these  two  areas  which,  for  the 
most  part,  are  subsidiaries  of  the  state-con- 
trolled holding  company  EFIM.  Beniamino  An- 
dreatta,  Demochristian,  and  Italy's  Treasury 
Minister,  is  for  a  firm,  rigorous  economic  and 
financial  policy.  "Italy,"  he  says,  "cannot  afford 
to  be  forced  out  of  the  community  of  advanced 
industrialized  nations  under  the  weight  of  a 
government  budget  deficit  that  continues  to 
increase  at  a  rate  of  3-4  times  greater  than  its 
orincipal  commercial  partners  in  the  Western 
World." 

Every  government  expenditure  must  be  cov- 
ered by  increased  tax  income.  His  words  are 
echoed  by  La  Malta,  who  affirms  that  The 
overall  cost  of  the  system  of  Italian  govern- 
ment participation  in  industry  has  gotten  out  of 
hand  and  become  unbearable." 

BOOSTING  FOREIGN  TRADE 

Italy's  minister  of  Foreign  Trade,  Nicola  Ca- 

pria,  a  Socialist,  has  no  doubts:  "Italy's  future 


rests  on  the  export  component  of  the  econo- 
my, and  therefore  on  economic  policies  which 
constantly  stimulate  exports.  One  lira  spent  for 
exports  is  worth  more  than  one  lira  spent  on  an 
enterprise  operating  only  on  our  home  market. 
This  holds  even  in  terms  of  employment." 

Capria  agrees  with  those  who  insist  Italian 
firms  in  the  export  business  should  be  helped 
by  up-to-date,  less  rigid  currency  procedures, 
administrative  and  bureaucratic  norms,  and 
government  directives.  "It's  only  been  since 
1976  that  we've  acquired  a  new  mental  atti- 
tude and  understanding  of  the  value  of  exports 
and  foreign  trade,"  says  Capria.  "Since  then 
there  has  been  substantial  progress." 

Capria  pinpoints  another  difficult  problem: 
"country  risks."  "Today,  even  OPEC  countries 
are  not  immune  from  this  risk.  It  takes  courage 
to  invest  in  developing  countries,  yet  the  future 
lies  in  these  markets.  In  markets  considered 
safe,  competition  is  ferocious  and  profits  are 
lean.  The  export  credit  obligations  of  'SACE' 
(the  special  section  of  Italy's  Foreign  Trade 
Ministry  which  insures  export  credits)  have 
increased  sharply.  The  department's  financial 
situation  has  become  extremely  difficult.  Per- 
haps we  should  start  thinking  in  terms  of 
something  like  a  National  Risks  Fund.'  If  we 
don't  create  one,  before  our  competitors  do, 
we  will  lose  additional  points  on  international 
markets,"  Capria  says. 

The  "bottleneck"  in  the  Italian  foreign  trade 
is  difficulty  in  obtaining  export  credit,  and  the 
high  cost  of  money.  The  comeback  of  the  ABI 
(Associazione  Bancaria  Italiana),  Italy's  Na- 
tional Banking  Association,  to  those  who  ac- 
cuse the  financial  banking  system  of  "scarce 
support"  to  Italian  sales  companies  and  indus- 
trial enterprises  operating  abroad  is  immedi- 
ate: "Our  contribution  to  Italy's  export  effort  is 
constantly  increasing  and  adequate  to  the 
needs  of  our  day,"  say  the  ABI  officials,  citing 
38  operating  branches  and  1 50  representative 
offices  abroad  distributed  geographically  ac- 
cording to  the  flow  of  Italian  exports,  constitut- 
ing a  fine  network  for  Italian  firms  operating 
abroad. 


ECONOMIC  RECOVERY 
A  major  question  is  what  role  Italy's  Ministry  for 
State  Participation  in  Industry  will  play  in  the 
economic  recovery  plans  following  a  decade 
which  saw  a  progressive  weakening  of  its  po- 
sition as  an  economic  investment  channel.  De 
Michelis  is  perfectly  clear  on  this  point:  "For  all 
practical  purposes  the  crisis  afflicting  compa- 
nies and  industries  under  our  jurisdiction  has 


been  solved.  Our  plans  addressed  two  an 
of  reorganization:  the  first  financial,  the  seco 
managerial.  On  the  financial  side,"  says 
Michelis,  "a  lot  still  remains  to  be  done 
cause  of  the  limited  funds  available  to  straic 
en  out  the  disastrous  financial  situation 
some  firms."  On  the  management  side,  h| 
ever,  we  have  made  a  lot  of  progress, 
increasingly  close  relationship  between  inc 
trial  crisis  and  financial  problems  still  see 
great.  IRI  will  report  a  loss  of  over  2,000  bil 
lire  (about  $1.4  billion),  despite  all  efforts 
improve  gross  operating  margins. 

IRI  officials  say,  had  the  Ministry  of 
Treasury  provided  the  funds  to  increase 
holding  company's  basic  capital,  as  authori 
by  the  central  government,  a  major  part  of 
present  financial  difficulties  afflicting  IRI  co 
have  been  overcome. 

Overall  financial  obligations  of  the  IRI  Gr 
this  year  should  soar  to  5,500  billion  lire  (at 
$3.9  billion)  against  a  net  operating  ma 
(after  amortization)  of  barely  3,000  billion 
(about  $2.1  billion).  "The  truth  is,"  says 
managing  director  Antonino  Zurzolo,  "I 
had  our  financial  obligations  remained 
more  reasonable  level,  we  would  almost  r 
been  able  to  close  our  books  without  a  Ioj 

It  is  in  the  area  of  stepped  up  exports 
the  survival  ability  of  IRI  and  Italy's  other  > 
ernment-controlled  industry  holding  con 
nies  will  be  measured  over  the  next  few  ye 
After  years  of  somewhat  "provincial"  econ 
ic  policies,  even  Italy's  government-contrc 
industries  are  opening  up,  looking  toward 
erating  on  the  international  market.  Apart 
ENI  (Ente  Nazionale  Idrocarburi)  Italy's  s 
state-owned  oil  combine  which,  has  alvi 
been  extremely  active  abroad,  IRI  and  E 
have  only  recently  sharpened  their  focus 
foreign  markets. 

The  area  which  will  require  IRI's  big 
"business  recovery"  effort  and  organizati 
restructuring  effort  is  steel.  "It's  a  crisis 
has  been  going  on  for  the  past  8  years," 
officials  of  Finsider,  the  IRI  steel  industry  C 
ing  company  which  counts  Italsider  and 
mine  among  its  many  subsidiary  compai 
"And  the  current  battle  between  the  Ui 
States  and  the  European  Economic  Comrr 
ty  over  EEC  steel  export  quotas  promise 
make  the  situation  worse.  Margins  no  lo 
exist  which  could  allow  dividing  up  the  inte 
tional  market  without  increasing  the  com 
tive  qualities  of  plant  and  product  lines." 

The  EFIM  Group,  whose  export  sale 
1981  reached  the  1 ,300  billion  lire  (about 
milion)  mark  to  account  for  a  big  42%  sh; 


MONTEDISON.  A  MAJOR  FACTOR 
IN  WORLD-WIDE  CHEMICALS 


We  are  one  of  the  leading  chemical 
companies  operating  across  national 
boundaries,  on  a  world-wide  basis. 

Almost  half  our  production  is  either 
exported  or  is  produced  in  our  100  plants. 
We  are  operating  across  the  world  in  43 
countries. 

We  are  Italy's  biggest  chemical  com- 
plex. Part  of  our  Italian  heritage  includes 
advanced  technology  and  innovative  re- 


search. Our  activities  are:  basic  chemi- 
cals, fine  and  secondary  chemicals  and 
miscellaneous  operations. 

Want  to  know  more? 
Indicate  your  interests  on  your  Compa- 
ny letterhead  and  send  to  Montedison 
U.S.A.  Inc.  1114  Avenue  of  the  Americas, 
New  York,  NY  10036,  or  to: 
Montedison-Foro  Buonaparte,  31  - 
20121  Milano  -  Italy. 
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Established  in  1 872,  Pirelli  is  a  1 1 0-year-youns 
company.  Throushout  its  history  it  has  contributed 
fully  to  the  quality  of  life  and  economic  needs 
of  the  day. 

Today,  Pirelli's  72.000  employees  and  110 
factories  in  Italy  and  abroad  are  making  a  substantial 
contribution  to  progress  and  the  economy  of 
the  countries  in  which  they  operate.  And  in  the 
fields  of  cables  for  telecommunications  and  energy 
transmission,  tires,  leisure  goods  and  rubber 


components  for  major  industrial  and  ecological 
projects,  Pirelli  continues  to  innovate. 

With  its  advanced  technology  Pirelli  makes 
a  realistic  contribution  to  the  worldwide  success 
of  Italian  industry  whilst  continuously  improving  the 
international  competitiveness  of  its  products. 
Such  is  Pirelli's  response  to  the  Eighties. 

Ever  sensitive  to  change  and  the  need  to 
move  ahead,  it  is  in  this  way  that  Pirelli,  a  1 1 0-year-old 
company,  remains  young. 


Pirelli  e  giovane. 
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I  group  sales,  is  one  of  the  strongest  and 
5t  aggressive  of  Italy's  state-controlled  in- 
trial  concern  international  markets.  Orders 
:ed  up  by  ERIM  on  international  markets 
lased  by  40%  between  1979  and  1981, 
the  biggest  gains  made  by  heavy  equip- 
it  and  mechanical  industries  subsidiaries. 
I  his  area,  exports  in  1981  accounted  for 
of  total  sales  on  the  average,  and  an 
l*zing  86%  of  total  sales  tor  the  Agusta 
up  of  companies  (helicopters,  light  aircraft 
,  currently  second  place  in  Europe  in  its 
istry.  OTO  Melara  (military  equipment)  and 
ja  Meccanica  Bresciana  respectively  ex- 
70%  of  their  output,  while  an  EFIM  subsid- 
called  SIV  exports  50%  of  its  production  of 
la  glass  and  up  to  70%  of  its  output  of 
pal  automotive  glass. 

oording  to  the  Italian  government's  new 
lonal  energy  plan,  state-controlled  ENI  will 
jme  Italy's  most  important  supplier  of  en- 
Paolo  Baronti,  ENI  official  responsible  for 
planning  and  management  of  alternative 
I  'gy  sources,  says;  "Over  the  next  four 
»!s  ENI  will  invest  10,000  billion  lire  (about 
|l  billion)  in  this  area;  by  expanding  its 
ling  activities  in  Italy  and  abroad,  by  pur- 
ines on  the  open  market,  and  via  new  coop- 
Is  on  and  collaboration  agreements  with  pro- 
mt  countries.  "His  will  cover  all  those  pri- 
>  /  raw  materials  for  which  Italy  will  continue 


to  depend  on  foreign  sources:  Oil  and  petro- 
leum derivatives;  natural  gas,  coal,  uranium 
and  other  fuels."  Italy's  "National  Energy 
Plan"  foresees  a  drastic  change  and  restruc- 
turing of  the  country's  energy  consuming  hab- 
its via  a  progressive  reduction  of  the  percent- 
age importance  of  oil  (from  67  to  51%  of  the 
total)  offset  by  substantial  increase  in  the  use 
of  coal  (from  8.5  to  18.5%  of  the  total),  natural 
gas  (from  1 5.5  to  1 8.9%)  nuclear  energy  (from 
0.3  to  4.3%)  and  alternative  "renewable"  ener- 
gy sources  (1.1%).  "Implementation  of  the 
plan,  however,  is  blurred  by  gray  clouds,  which 
are  a  cause  of  increasing  concern,"  ENI  offi- 
cials warn.  "The  conflict  between  Europe  and 
the  United  States  over  the  question  of  the 
Siberian  natural  gas  pipeline  is  not  only  a 
sword  of  Damocles  over  the  future  of  one  of 
our  subsidiary  companies  ("Nuovo  Pignone" 
which  is  supplying  the  Soviet  Union  with  com- 
pressors built  under  license  of  an  American 
company),  but  casts  doubt  over  our  original 
plan  to  increase  the  consumption  of  natural 
gas  according  to  a  certain  time  schedule,  and 
to  diversify  the  sources  of  supply." 

PRIVATE  ENTERPRISE 
The  panorama  of  Italian  private  industry,  still 
rests  on  Fiat  and  Olivetti.  "If  the  companies  of 
Giovani  Agnelli  and  Carlo  De  Benedetti  catch 
a  cold,  Italy  gets  pneumonia"  say  observers  of 
the  Italian  economy,  paraphrasing  the  cele- 
brated statement  on  the  power  of  General 
Motors  in  the  United  States. 

Two  years  ago,  many  in  Italy  and  abroad 
were  betting  that  Fiat  was  on  the  verge  of 
collapse.  Social  tension  and  chaos  had  shak- 
en up  the  way  of  life  in  most  factories  of  the 
Fiat  Group  as  well  as  in  the  city  of  Turin.  In 
October  1980,  picketing  blue  collar  workers 
blocked  entry  to  the  plant  for  35  days 
straight — the  longest  strike  in  Italian  history. 
Faced  with  a  contracting  world  auto  market, 
Fiat  considered  cutting  back  the  number  of 
employees.  The  employment  payroll  picture 
was  also  considered  untenable  in  the  areas  of 
absenteeism  and  productivity.  It  was  against 
this  backdrop,  characterized  by  continuous  la- 
bor conflicts  inside  Fiat  and  acts  of  terrorism 
against  Fiat  management,  that  40,000  Fiat 
employees  marched  silently  in  the  streets  of 
Turin  to  protest  against  trade  union  top  man- 
agement, an  event  without  precedent.  The 


I3ARDY  offers  booming  business  and  commercial  opportunities:  hand-crafted  products,  advanced 
iology,  design  and  fashion,  against  a  backdrop  of  an  ancient  civilization,  history,  art  and  architecture. 
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DOLOMITES  LAKE  OF  GARDA 
also  means...  good  health! 

Clean  fresh,  open  air  Ideal  surroundings  for 
all  seasons,  to  free  you  of  the  stress  and  intoxication 
of  city  life. 

Spa  waters,  woods,  290  lakes,  peace  and  quiet. 
Hospitality  and  specialised  facilities. 
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Assessorato  al  Turismo 
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38100  TRENTO  ■  Tel.  980000 
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New  York,  N  Y  10111  -630  Fifth  Avenue  -  Suite  1565 
OR  YOUR  TRAVEL  AGENCY 


Do  you  like  nature,  the  seaside,  and  wide  open, 
silent  spaces? 

Would  you  like  an  island  of  peace,  right  in  the  middle 
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You  can,  by  ringing 
NewYork 620598Z' 

By  doing  so  you  will  discover  that 
Corriere  della  Sera  has  on  average 
2.525.000  readers  a  day  with  a  high 
ABCi  profile  (80%),  that  not  only  is  it 
the  most  important  Italian  daily  but  also 
the  unique  European  daily  paper  to  be, 
at  the  same  time,  the  most  authoritative 
and  the  most  widely  read. 

That  La  Gazzetta  dello  Sport  is  the 
second  Italian  daily,  with  an  average 
daily  readership  of  1 .961 .000;  mostly 
men  (86%),  young  (59%  are  15-34  years 
old)  and  ABC.  (67%). 

That  Corriere  Medico  is  sent  daily  to 
60.000  doctors,  a  target  area  of 
professional  men  that  has  a  very  high 
purchasing  power  of  upmarket  goods 
in  Italy. 

Lastly,  by  calling  this  number  you  will 
have  at  your  disposal  a  staff  of 
knowledgeable  consultants  highly 
experienced  in  the  Italian  market 
information  and  media  planning  service, 
to  help  you  solve  your  communication 
problems  in  Italy. 

Other  sole  representatives  in  the  world: 

Paris  tel.  5006608  -  Hamburg  tel. 
5110031  -  Basel  tel.  226575  -  Lausanne 
tel.  207151  -  Geneve  tel. 
29121 1  -  Bruxelles  tel.  6498775 
-  Wien  tel.  757684  -  London 
'  tel.  3857723  -  Athenes  tel. 
6929607  -  Amsterdam  tel. 
178795  -  Sao  Paulo  tel.  8534842  - 
Barcelona  tel.  3020508  -  Toronto 
tel.  3642269  -  Stockholm  tel. 
225000  -  Porto  tel.  29992  -  Tokyo 
tel.  4454375  -  Johannesburg  tel. 
8365978  -  Svdnev  tel.  9222677". 
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capital  of  the  Italian  industry 
Milan  international  fair 
ore-historic  UNESCO-Graffitti 
chopping  on  Montenapoleone 
Handicraft 
Como  lake 
:aves  of  Catullo 
Historic  Sabbioneta 
!)tradivarius 

]ernobbio  and  Bellagio 
Drestigious  hotels 
iiolidays  on  the  snow  and 
|i>n  the  lakes 
•li-ski  year  round 


Romanesque  and  gothic  Cathedrals 
arts  and  museums 
health  spas 
Ducale  Palace 
Cavalli  Square 
falls  at  Serio 
Viscontei  Castles 
sturgeon  from  Po  river 
Adda  and  Ticino  rivers 
Certosa 
Garda  lake 
typical  gastronomy 
nature  parks 
woods  and  rivers 


Scala  Theatre 
great  hospitality 

all  this  and  more. 


LOMBARD!  A 

\\wmo§ra®// 


LOMBARDY  REGION 
Department  of  Trade  and  Tourism 


1 

T 

A 

L 

Y 

following  morning,  the  union  signed  an  agree- 
ment approving  the  first  of  many  layoffs  involv- 
ing 23,000  employees. 

"That  strike  was  the  only  important  political 
event  that  happened  in  Italy  since  1978,"  says 
Romiti.  "Not  only  for  us,  but  for  the  country,  the 
trade  unions,  and  our  dealings  abroad.  It 
marked  a  turning  point.  Absenteeism,  at  a 
level  of  18%,  dropped  to  4-5%  in  less  than  a 
year.  The  productivity  'gap'  was  practically 
eliminated.  Fiat's  automotive  division  regained 
its  first-place  position  among  European  auto- 
makers with  a  13.5%  share  of  the  market  in 
1981.  This  was  extremely  significant,  consid- 
ering it  was  accomplished  during  one  of  the 
most  depressed  periods  of  the  world  auto  mar- 
ket crisis.  Part  of  the  credit  must  be  attributed 
to  Fiat's  massive  investment  to  modernize  its 
production  facilities.  The  Fiat  comeback, 
which  produced  a  profit  of  97  billion  lire  (about 
$69  million)  in  1981  (50%  above  that  of  the 
previous  year),  will  be  crowned  in  January 
1 983  with  the  presentation  of  Fiat's  most  im- 
portant new  car  for  the  1980s,  a  "revolution- 
ary" 1,000  cc  (1  litre)  auto  scheduled  to  be 
launched  at  Cape  Canaveral  simultaneously 
with  the  Space  Shuttle." 

Italian  private  enterprise  will  soon  boast  an- 
other famous  name  among  its  members:  Pi- 
relli. Greatly  affected  in  the  last  few  years  by 
the  serious  worldwide  crisis  of  the  rubber  in- 
dustry, Pirelli  has  had  a  face  lift  after  its  "di- 
vorce" last  year  from  Britain's  Dunlop  Group.  It 
has  decided  to  unify,  on  the  managerial  level, 
a  structure  that  in  the  past  had  always  been 
divided  into  numerous  branches.  The  road 
taken  by  Pirelli  is  the  one  already  successfully 
tread  by  other  rubber  industry  leaders,  like 
Goodyear  and  Michelin. 

Already  multinational,  Pirelli  is  now  marked- 
ly increasing  its  operative  and  industrial  inter- 
nationalization process,  getting  ready  to  make 
those  decisive  efforts  in  the  next  few  years 
regarding  competitive  foreign  products.  The 
"revolution"  is  radically  changing  the  Italian 
chemical  industry  picture. 

Montedison  is  concentrating  its  resources 
on  a  more  limited  activity  area,  especially  in 
plastics.  It  has  given  up  low-intensity  polyeth- 
ylene, ABS,  nitrilic  and  acrylic  rubber,  while 
cutting  down  PVC  production.  At  the  same 
time,  it  is  building  up  the  polystyrene  and 
polypropylene  production,  a  sector  in  which 
production  is  solely  in  private  hands. 

This  change  in  the  sector  will  bring  about  the 
formation  of  groups  highly  specialized  in  differ- 
ent products.  "Product  concentration  is  a  rule 
imposed  by  international  competiton,"  says 
Mario  Schimberni,  managing  director  of  Mont- 


edison. In  any  case,  the  choice  made  by  Mon- 
tedison was  a  necessary  one.  After  its  latest 
loss  of  600  billion  lire  (about  $428  million)  in 
1981,  a  new  financial  set-up  had  become  a 
fundamental  objective.  The  possibility  of 
changing  direction  is  now  viewed  favorably, 
even  though  Montedison  still  plans  furnishing 
raw  materials  for  the  chemical  and  -petro- 
chemical sectors,  thus  compensating  for  cost 
disadvantages  that  now  weigh  heavily  on  the 
production  process.  It  is  likely  that  Montedison 
will  be  looking  for  a  partner,  within  the  next  few 
months,  that  can  fill  the  same  role  Occidental 
will  have  in  its  joint  venture  with  ENI.  Then  it 
will  be  possible  to  carry  out  the  ambitious 
plans  for  expansion. 

Italy's  foreign  trade  balance  will  remain 
steadily  bound  to  three  "mature"  sectors,  tied 
to  the  history  of  the  "submerged"  economy, 
whose  success  is  almost  legendary:  textile- 
clothing,  the  shoe  industry  and  the  tile  indus- 
try. A  brief  survey  reveals  some  bright  and 
dark  areas,  though  on  the  whole  the  prospects 
are  still  very  promising.  The  same  could  be 
said  for  the  furniture,  leathergoods  and  home 
appliance  industries.  "These  are  the  compa- 
nies who  have  kept  Italy's  trade  balance  on  its 
feet  for  the  past  ten  years,"  says  Romano 
Prodi,  ex-Minister  of  Industry  and  chairman  of 
IRI. 

Italy's  private  manufacturers  frankly  express 
the  hope  that  a  very  weak  lire,  compared  to  the 
dollar,  will  greatly  increase  sales  in  the  U.S., 
the  main  market  for  "made  in  Italy"  textile 
machinery.  Italy  must  penetrate  other  industri- 
al countries,  like  Germany,  France,  Japan  and 
England.  Nonetheless,  the  textile  machinery 
industry  should  remain  one  of  Italy's  healthiest 
export  industries  for  a  long  time.  It  boasts  206 
companies,  concentrated  in  "Italy's  richest 
stronghold"  between  Milan,  Cormano,  Biella, 
Pordenone  and  Prato,  with  over  28,000  em- 
ployees and  total  annual  sales  of  around  1 ,200 
billion  lire  (around  $857  million),  exports  for 
over  700  billion  lire  (around  $500  million)  and  a 
surplus  trade  balance  in  the  sector  that  has 
almost  doubled  in  the  past  two  years,  reaching 
300  billion  lire  (around  $214  million).  When 


Italian  industry's  world  record  is  mentioned, 
can  only  mean  shoes.  Today  more  than  18: 
million  people  in  the  western  world  are  "stefl 
ping  Italian."  The  Italian  shoe  industry,  whici 
sprang  up  over  a  century  ago  between  Viga 
vano  and  Varese,  in  the  heart  of  the  Lombarc 
region,  carried  out  its  most  sensational  deve, 
opment  during  the  1950s.  The  real  boom  toe 
place  between  1965  and  1970,  when  its  annii 
al  production  began  to  increase  on  the  avel 
age  of  21%,  putting  Italy  at  first  place  in  Et 
rope  in  the  sector,  and  third  in  the  worli 
folllowing  the  Soviet  Union  and  the  U.S. 

During  the  first  months  of  1 982,  exports  ros 
30%  for  pairs  of  shoes  sold  and  48%  in  wortl 
reaching  2,475  billion  lire  (around  $1 .7  billion 
with  even  higher  points  reached  in  the  U.S 
West  Germany  and  France.  Today,  the  Unite 
States  is  the  2nd  largest  export  market  fi 
"made  in  Italy"  shoes,  with  40  million  pail 
sold  in  1981  alone.  Undoubtedly  this  succes 
is  due  to  competiton  and  the  Italian  shoe  ir 
age,  but  we  cannot  deny  that  monetary  a 
change  rates  helped  as  did  the  great  consur 
er  increases  in  the  U.S.  and  Germany.  But  tH 
future  is  uncertain.  Italy  tans  and  shapes  i 
leathers  at  home,  but  it  depends  on  impc 
markets  for  much  of  its  raw  materials,  and  tit 
cost  of  supplies  is  becoming  prohibitive  due 
the  dollar  exchange  rate.  It  looks  like  produi 
tion  factors  costs  will  rise  40%  more,  while  tit 
cost  of  labor  is  expected  to  go  up  18%.  Thej 
are  cost  increases  that  will  be  difficult  to  I 
coup  by  newly  increased  retail  prices  witha 
losing  a  large  hunk  of  the  market.  In  additia 
the  American  and  German  markets  have  bet 
showing  great  signs  of  weakness  within  tl 
past  few  weeks. 

The  Italian  aeronautical  and  aerospace  i 
dustry  is  undoubtedly  one  of  the  prides  ai 
joys  of  "Made  in  Italy"  at  the  moment.  Of  mat 
important  aggressive  competitors,  perhai 
Aeritalia  is  the  one  that  has  carved  out 
important  place  for  itself  within  the  explosit 
arena  of  world  markets.  Restructured  so  tH 
its  7  operative  groups  incorporate  all  areas 
activity,  the  company  inherited  important  pi 
duction  lines  from  those  enterprises  that, 
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AGIP.  the  most  important  company  in  Italy's  government-owned  ENI  oil  and  petrochemical  group,  boasts 
a  broad  range  of  experience  in  off-shore  prospecting  and  production  in  the  Adriatic.  This  has  allowed  them 
to  experiment  and  develop  new  advanced  procedural  methods  and  technology.  AGIP  is  constantly  at  work 
promoting  international  cooperation. 
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ENERGY  -  AT  YOUR  SERVICE 

on  land  -  at  sea  -  Agip  is  helping 
to  build  your  future. 

The  first  European  offshore  producer  (1959). 
Agip  today  leads  the  search  for  hydrocarbon  resources 
-  no  matter  how  hostile,  no  matter  how  deep  the  waters. 
Through  intensive  exploration  which  includes  20  producing  wells 
in  Italy  and  94  abroad,  Agip  produces  energy  resources  - 


for  you 


Agip  Company  of  the  ENI  Group 

Agip  SpA,  S.Donato  Milanese  (Italy) 
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merging  in  1969,  gave  life  to  this  new  group 
that  today  is  controlled  by  the  IRI  holding 
company,  Finmeccanica.  The  first  of  these 
production  lines  involves  collaboration  with  the 
American  Armed  Forces  for  overhauling  air- 
planes and,  within  the  sphere  of  an  American- 
license  European  consortium,  the  production 
of  the  "F-104G"  which  led  to  the  more  recent 
"F-104S"  used  by  the  NATO  forces.  Aeritalia, 
having  completed  the  "G  91,"  is  now  busy 
working  on  the  "AMX"  project  that  should  take 
its  place  as  tactical  support  aircraft.  However, 
the  greatest  task  today  involves  production  of 
the  "MRCA"  Tornado,  in  collaboration  with 
German  and  British  industries.  This  carrier  will 
have  engines  built  in  Italy.  Both  Fiat/Avio  and 
Alfa  Romeo  are  collaborating  on  the  heavy 
equipment  and  machinery  for  the  two  "AMX" 
and  "Tornado"  projects. 

In  the  transport  aircraft  area,  Aeritalia  has 
racked  up  an  enviable  number  of  successes, 
with  its  participation  in  construction  of  Ameri- 
can civil  aircraft,  such  as  the  DC-9  and  DC- 10 
by  Douglas,  and  Boeing's  B-727  and  B-747, 
with  its  supply  of  important  high-technology 
content  subcomponents.  Aeritalia's  collabora- 
tion with  Boeing,  in  particular,  has  led  to  a  very 
close  bond,  so  Italy  is  also  collaborating  in  the 
projection  of  the  ultramodern  B-767  with  the 
construction  of  15%  of  the  aircraft  for  all  mod- 
els to  be  produced,  which  foresees  the  use  of 
structures  in  such  avante-garde  materials  as 
carbon  fibers. 

It  is  in  this  context  that  Italy  is  skillfully  carv- 
ing out  a  place  for  itself  in  the  telecommunica- 
tions area.  A  real  "tourism  electronics  multina- 
tional" was  set  up  recently  in  California.  An 
agreement  was  signed  between  Italcable 
USA,  an  American  affiliate  of  the  IRI  Group 
which  manages  international  communications, 
and  the  American  Tymshare  group,  leading 
company  in  the  computer  field.  Objective  of 
the  agreement  is  worldwide  marketing  of  hotel 
automation  products,  the  latter  destined  to 
handle  both  packaging  and  sales  of  organized 
tours,  as  well  as  administrative  bookkeeping. 
The  importance  of  this  new  undertaking  for 
tourism  is  quite  obvious. 

Foreign  currency  income  deriving  from  the 
Italian  tourism  industry  at  the  end  of  1982,  in 
fact,  set  a  new  record:  close  to  1 1 ,000  billion 
lire  (around  $7.8  billion).  There  were  100  mil- 
lion foreigners  visiting  Italy  this  year  (com- 
pared to  90  million  in  1 980),  a  26%  increase  of 
the  area's  balance  of  payments  surplus  over 
1981.  Why?  The  good  weather,  the  dying 
down  of  the  terrorism  phenomenon,  the  great- 
er diffusion  of  tourist  propaganda  abroad, 


price  stability  and  a  relatively  low  number  of 
strikes.  And  the  future?  President  Gabriele 
Moretti  of  EN  IT,  the  national  agency  in  charge 
of  foreign  tourism  promotion,  feels  that  the 
good  results  obtained  in  the  past  must  act  as  a 
starting  point  for  future  successes:  "The  risks 
for  the  upcoming  tourist  year  derive  from  the 
international  crisis  and  the  continuous  contrast 
of  conflicting  economic  interest.  Stagflation 
and  unemployment  could  greatly  reduce  the 
flow  of  tourists  in  Western  countries.  We  must 
prepare  ourselves  by  carrying  out  a  price  poli- 
cy that  excludes  an  escalation  of  earnings  and 
wisely  administers  the  available  resources. 
Then,  there  is  the  quality  of  services.  Popular 
tourist  meccas  like  Venice,  Florence  and  Capri 
this  year  suffered  from  the  concentration  of 
holidays  within  the  brief  period  from  July  to 
August.  The  saturation  of  services  and  struc- 
tures is  one  of  the  most  difficult  obstacles  to 
overcome,"  says  Moretti. 

ENIT  and  CIT  (the  Italian  State  Railways' 
Tourism  Company)  have  for  some  time  been 
insisting  on  the  need  for  an  increase  in  Italian 
tourism  marketing  campaigns  abroad,  keeping 
hotel  rates  at  competitive  levels,  a  government 
undertaking  to  formulate  a  policy  for  the  tour- 
ism area.  CIT's  president,  Mole,  is  convinced 
that  "it  will  be  extremely  difficult  to  find  the 
same  favorable  conditions  repeated  that 
brought  about  the  flow  of  tourists  into  Italy 
during  the  past  few  months.  Among  other 
things,  CIT  is  thinking  of  ways  to  step  up 
promotional  devices,  especially  in  Australia 
and  the  U.S.,  two  markets  that  represent  a 
promising  prospect  for  new  tourists  for  Italy. 
We  must  find  a  new  model  for  international 
tourism  in  our  country  as  well."  This  new  mod- 
el could  well  be  the  one  conceived  recently  by 
the  Lombardy  region  local  authority  with  the 
assistance  of  ENIT.  The  idea  is  that  of  promot- 
ing a  "cultural"  and  "commercial"  tourism  and 
has  already  been  launched  in  the  United 
States  with  promising  signs  of  American  tour- 
ist operators  willing  to  cooperate  fully  in  the 
initiative.  So  then,  what  is  the  "Italian  risk"  in 
the  world?  Under  what  conditions  is  the  coun- 
try facing  the  trade,  industrial  and  technologi- 
cal challenges  of  the  1980s?  Perhaps  one  of 
the  most  valid  instruments  for  measuring  its 
economic  credibility  and  trustworthiness  is  di- 
rect foreign  investments  in  Italy.  For  a  number 
of  years,  especially  for  the  flow  of  American 
capital,  foreign  investments  have  been  slowly 
but  steadily  increasing.  According  to  still-pre- 
liminary figures  gathered  by  the  Bank  of  Italy, 
American  investments  in  Italy  in  1981  should 
have  reached  the  4  billion  dollar  mark,  without 
counting  the  reinvested  profits  of  the  compa- 
nies already  operating  in  the  country.  The 
greater  share  of  this  capital  is  placed  in  the 
heavy  equipment  industry  (around  $3  billion), 
while  chemicals  ($380  million),  the  petroleum 
area  ($370  million),  sales  and  marketing  ($890 
million),  banks  and  insurance  companies 
($300  million)  and  the  food  industry  (around 
$400  million)  follow. 

FUTURE  UNDERTAKINGS 
It  is  in  Italy's  South,  above  all,  that  arnerican 
and  European  financiers  and  businessmen 
have  been  looking  for  new  undertakings. 
Based  on  the  total  value  of  investments  in 
Italy,  the  United  States  is  already  currently  at 
fourth  place,  following  Switzerland,  Luxem- 
bourg and  France,  while  in  Italy's  South,  the 
U.S.  is  the  major  foreign  industrial  presence, 
with  76  companies,  102  factories  and  over 
36,000  employees.  Switzerland,  Germany, 
Holland  and  Great  Britain  are  also  present,  but 


to  a  much  lesser  degree.  The  United  StaU 
has  actually  invested  more  money  in  the  Its 
ian  "Mezzogiorno"  region  than  all  other  Eur 
pean  countries  put  together,  despite  the  fa 
that  this  part  of  Italy  still  absorbs  a  bare  ten 
of  the  capital  and  the  700  U.S.  companii 
present  in  Italy.  The  big  names  of  Americs 
industry  in  Italy's  South  range  from  ITT 
American  Standard,  from  Grace  to  Unilevt 
from  IBM  (the  latest  arrival  with  its  plant  not  f 
from  Rome)  to  Texas  Instruments.  The  latt 
already  in  1965  had  set  up  one  of  the  mc 
important  U.S.  industrial  complexes,  ne 
Aversa  in  the  Campania  region.  And  to  the; 
firms  producing  in  Italy,  we  must  add  the  gre 
amount  of  financial  investments  in  Italian  con 
panies,  especially  in  the  food  and  the  mam 
facturing  industries,  plus  the  continual  ij 
crease  of  banking  and  service  activities,  esp> 
cially  insurance. 

The  Southern  develoment  policies  (tax  i 
centives,  management  concessions  etc.),  ca 
ried  out  in  the  past  few  years  by  the  gover 
ment  through  its  large-scale  public  institution 
like  the  South  Italy  Development  Fund,  or  wi 
the  collaboration  of  private  banks,  has  late 
been  undergoing  a  new  surge  of  energ 
Some  interesting  undertakings  have  been  d 
veloped  on  a  regional  level,  with  the  collabor 
tion  of  agencies  like  IASM  (Institute  for  tl 
Assistance  and  Development  of  the  Soutf 
who  support,  through  their  direct  contacts  wi 
foreign  companies  and  business  people,  tl 
prospects  offered  by  Italy  for  industrial  inve 
ments  and  to  the  transfers  of  technolO' 
through  tax  exemptions,  financial  contrib 
tions,  low-interest  loans,  covering  the  cost 
workers'  training  and  professional  formatic 
market  and  feasibility  studies,  looking  for  pi 
spective  partners  and  locating  possible  sit 
for  production  plants,  relief  from  social  secur 
insurance  costs,  and  assistance  in  legal  pi 
cedures. 

Government  agencies  like  IASM  have  be 
working  for  some  time  directly  with  other  It 
ian  regions  toward  the  progressive  industn 
integration  of  Southern  Italian  firms,  and  w 
foreign  companies  as  well.  An  example  is  t 
case  of  Lombardy,  which  recently  decided 
play  an  important  role  in  the  South's  industri 
ization  process.  The  Lombard  Regional  gc 
ernment  and  IASM  have  signed  an  agreeme 
favoring  industrial  investments  in  the  Sout! 
most  interesting  areas.  Giuseppe  Guzze 
president  of  the  Lombard  Region,  and  Ni 
Novacco,  lASM's  president,  have  pointed  t 
that  too  often  it  is  difficult  to  pinpoint  inve 
ment  opportunities  in  the  "Mezzogiorno"  (mi 
keting  areas,  equipment,  incentives,  joint  v« 
ture  possibilities).  Commenting  on  the  creat: 
of  this  new,  interregional  cooperation  relatie 
ship,  the  minister  in  charge  for  South  It 
development,  Claudio  Signorile,  has  sta' 
that  "the  differences  in  the  economic  situat 
between  North  and  South  are  often  cone 
ered  negative,  while  it  is  actually  in  the  coi 
try's  southern  area  that  today  one  can  j 
interesting  industrial  and  economic  develi 
ment  possibilities." 

Paolo  Glise 


Paolo  Glisenti  is  one  of  Italy's  most  promin 
writers  on  economic  affairs  and  editor  of  C 
here  Delia  Sera. 


When  it  comes  to  fashion,  the  Italian  shoe  manufac- 
turers capture  the  market.  This  industry's  pride  in 
workmanship  and  materials  is  evident  by  the  consistent, 
high-quality  end  result. 

Both  men  and  women  have  come  to  rely  on  the  tradition 
of  quality,  style,  and  design  found  in  shoes  with  a  "Made  in 
Italy"  trademark. 

ITALIAN  SHOE  CENTER,  NEW  YORK,  NY 
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On  international  flights  you'll  find  Alitalia's  new  Business  Class  right  up  front,  where  other  airlines  usually  place 
first  class.  Why?  Because  our  Business  Class  now  offers  all  the  comforts  of  first  class  at  a  cost  only  slightly 
higher  than  economy  fare.  For  more  room,  Alitalia  has  reduced  the  number  of  seats. 
That's  two  seats  per  row,  not  three  across.  And  our  new  reclinable  seats  invite  total 
relaxation.  For  your  enjoyment,  there  are  free  feature  films  and  stereo  music  for  good 
listening.  Our  menu  offers  a  wide  selection  of  authentic  Italian  cuisine,  along  with  your 
choice  of  cocktails  or  excellent  Italian  wines.  Our  distinctively  Italian  ambience  is  enhanced 
by  superior  service  and  the  kind  of  personal  attention  that  is  so  rare,  yet  so  Alitalia. 
Our  Business  Class  is  such  a  pleasure,  you  just  might  forget  all  about  business. 
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As  I  See  It 


Stop  worrying  about  shortages  of  cobalt, 
chromium,  manganese  and  other  strategic 
minerals.  These  and  other  minerals  we 
import,  says  Washington  materials  expert 
Hans  Landsberg,  just  arent  like  oil. 

The  crisis 
that  didn't  happen 


By  James  Cook 


Landsberg  of  Resources  for  the  Future 

The  more  suppliers  you  have,  the  lower  the  risk. 


IN  THE  YEARS  SINCE  OPEC  first 
flexed  its  muscles  nearly  a  decade 
ago,  minerals  strategists  have 
warned  repeatedly  that  energy  was 
only  the  start.  There  is  far  more  rea- 
son, they  have  argued,  to  be  anxious 
about  U.S.  supplies  of  cobalt,  chromi- 
um, manganese  and  other  strategic 
minerals.  At  one  point,  we  were 
warned  that  we  were  running  out  of 
practically  everything.  At  another, 
that  we  were  threatened  with  a  slew 
of  cartels  that  would  make  OPEC 
look  like  a  piker.  The  impending  min- 
erals crisis,  as  the  Heritage  Founda- 
tion once  put  it,  is  "potentially  more 
destructive  to  this  country's  national 
security  than  our  excessive  depen- 
dence on  foreign  oil  imports." 

But  no  such  crisis  has  occurred,  and 
if  Hans  Landsberg,  one  of  the  U.S.' 
most  eminent  materials  analysts,  is 
to  be  believed,  no  such  crisis  is  likely, 
not  even  as  the  Administration's  de- 
fense program  begins  to  step  up  de- 
mand for  various  strategic  materials. 
"Each  mineral  is  a  thing  in  itself," 
Landsberg  says,  his  voice  tinged  with 
the  silken  accent  that  betrays  his  Eu- 
ropean origins,  "and  there  are  differ- 
ent problems  in  different  metals.  The 
minerals  industry  has  some  idea  that 
they're  what  makes  the  wheels  of  the 
economy  turn,  and  that's  nonsense. 
They're  terribly  small,  particularly 
when  you  compare  our  minerals 
needs  with  energy." 

Landsberg,  a  senior  fellow  with 
Washington's  Resources  for  the  Fu- 
ture think  tank,  points  out  that  the 
U.S.  has  always  been  dependent  on 
imports  for  a  large  proportion  of  its 
materials"  needs  (see  chart,  p.  94).  But 
whatever  anxiety  there  may  be 
doesn't  attach  to  the  high-volume 
ores  and  metals — iron  and  steel,  cop- 
per or  bauxite.  The  U.S.  imports  most 
of  these  by  choice,  because  overseas 
supplies  are  cheaper  or  of  higher  qual- 
ity. The  worry  rests  with  the  more 
exotic  minerals — the  low-tonnage, 
high-value  "technical"  materials  used 
as  alloying  agents  by  the  high-tech- 
nology, defense  and  electronics  indus- 
tries. The  U.S.  imports  100%  of  its 
columbium,  90%  of  its  chromium, 
91%  of  its  cobalt,  98%  of  its  manga- 
nese, 85%  of  its  platinum  and  lesser 
amounts  of  a  long  list  of  other  metals 
because  its  reserves  of  these  minerals 
are  small,  high-cost  or  nonexistent. 

But  to  be  dependent,  Landsberg  ex- 
plains, isn't  necessarily  the  same 
thing  as  being  vulnerable.  "We  can  be 
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Introducing  the  SPERRYLINK' 
System:  a  concept  designed  to 
provide  a  link  between  the 
power  of  information  and  the 
people  with  the  power  to  use  it. 

Fundamentally,  it  is  a  network 
of  personal  desk  stations  that 
provide  a  link  between  voice 
communication,  word  processing  | 
data  processing  and  personal 
computing:  a  system  of  desktop  \ 
or  deskside  consoles  that  store,  )e 
transfer,  process  and  give  access  . 
to  all  the  information  within  an  \ 
organization.  % 

It  is  an  office  system  that  pro-  r 
vides  actual  access  from  the  r 


Sperry  Univac  is  a  division  and  registered  trademark  of  the  Sperry  Corporation. 
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We  understand  how  important  it  is  to  listen. 


;fice  desk  station  right  into  the 
lainframe  computer.  Quite  liter- 
liy,  it  is  a  system  that  plugs 
11  the  key  minds  into  all  the  key 
•formation,  and  then  plugs 
:  em  into  each  other. 

And  more.  It  provides  time. 
<  Elementary  functions  per- 
^l  rmed  by  the  desk  station— 
iing  and  retrieving  reports, 

ministrative  support,  personal 


calendars,  electronic  mail— pro- 
vide the  time  and  the  freedom  to 
think  and  to  conceptualize. 

Machines  should  make  lists. 
People  should  make  sense. 

And  for  once,  technology  has 
made  things  simpler.  The  system 
is  designed  with  such  a  degree 
of  clarity  that  in  half  an  hour 
you  can  learn  to  listen.  In  half 
a  morning  you  can  communicate. 


By  the  end  of  a  day,  you  will 
do  things  that  would  have  taken 
a  week,  if,  in  fact,  you  could  have 
done  them  at  all. 

It  is  a  system  designed  by 
some  people  who  listened,  and 
the  end  result  is  self-evident. 

If  you  would  like  a  private, 
but  vivid  demonstration  of  the 
power  of  one  of  the 
SPERRYLINK  Systems, 
talk  to  us. 

We're  listening. 

SPERRYLINK 

OFFICE  SYSTEM 


As  I  See  It 


100%  import-dependent,"  he  says, 
"and  totally  /^vulnerable."  If  you 
have  a  large  number  of  suppliers,  as  in 
bauxite,  or  if  your  supply  comes  from 
stable  sources  like  Australia  or  Cana- 
da, as  in  nickel  or  titanium  ore,  you 


are  no  more  vulnerable  than  you  are 
to  strikes  in  the  U.S.  itself. 

As  Landsberg  sees  it,  minerals  are 
not  all  that  big  a  factor  in  the  U.S. 
economy.  The  U.S.'  nonenergy  min- 
erals production  comes  to  a  mere 
$25.5  billion  (vs.  $100  billion  for  oil 
and  $30  billion  for  natural  gas).  Of 
this  $25.5  billion  total,  $16.7  billion 


"Dependence  isn't 

vulnerability" 

The  U.S.  depends  heavily  on  imported  minerals  to  keep  its  industri- 
al machine  going,  especially  the  more  exotic  low-volume  minerals 
like  cobalt  and  chromium  used  in  the  electronics,  aerospace  and 
defense  industries.  But,  says  analyst  Hans  Landsberg,  we  may  be 
vulnerable  not  because  we  import  a  large  proportion  of  our  needs, 
but  because  we  import  some  of  them  from  unstable  or  unreliable 
countries.  The  solution,  he  says,  isn't  a  policy  of  resource  indepen- 
dence, but  government  stockpiles. 

Minerals             Net  import  reliance  as  a  percent              Major  foreign  sources 
and  metals               of  apparent  consumption*  (1977-80) 

Columbium 

100% 

Brazil,  Canada,  Thailand 

Diamond  (industrial) 

100 

Ireland,  S.  Africa,  Belg.,  Lux.,  U.K. 

Graphite  (natural) 

100 

Mexico,  Korea,  Madagascar,  U.S.S.R. 

Mica  (sheet) 

100 

India,  Brazil,  Madagascar 

Strontium 

100 

Mexico 

Manganese 

98 

S.  Africa,  Gabon,  France,  Brazil 

Bauxite  &  alumina 

94 

Jamaica,  Australia,  Guinea,  Surinam 

Cobalt 

91 

Zaire,  Belg.,  Lux.,  Zambia,  Finland 

Tantalum 

91 

Thailand,  Canada,  Malaysia,  Brazil 

Chromium 

90 

S.  Africa,  Philippines,  U.S.S.R.,  Finland 

Fluorspar 

85 

IVlpYipn  ^   Afrira   Sn.iin  lf;ilv 
mcAiLif,  jt  jiiii^h,    ' | *  limy 

Platinum-group  metals 

85 

S.  Africa,  U.S.S.R.,  U.K. 

Asbestos 

80 

Canada,  S.  Africa 

Tin 

80 

Malaysia,  Thailand,  Bolivia,  Indonesia 

Nickel 

72 

Canada,  Norway,  Botswana,  Australia 

Potash 

68 

Canada,  Israel 

Zinc 

67 

Canada,  Mexico,  Spain,  Australia 

Cadmium 

63 

Canada,  Australia,  Mexico,  Belg.,  Lux. 

Tungsten 

52 

Canada,  Bolivia,  China,  Thailand 

Antimony 

51 

S.  Africa,  Bolivia,  China,  Mexico 

Silver 

50 

Canada,  Mexico,  Peru,  U.K. 

Selenium 

49 

Canada,  Japan,  Yugoslavia 

Barium 

43 

Peru,  China,  Ireland,  Morocco,  Chile 

Titanium  (ilmenite) 

43 

Australia,  Canada,  S.  Africa 

Vanadium 

42 

S.  Africa,  Chile,  Canada 

Mercury 

39 

Spain,  Algeria,  Japan,  Italy 

Gypsum 

37 

Canada,  Mexico,  Jamaica 

Iron  ore 

28 

Canada,  Venezuela,  Brazil,  Liberia 

Iron  &  steel 

19 

Japan,  Europe,  Canada 

Lead 

10 

Canada,  Mexico,  Peru 

Gold 

7 

Canada,  U.S.S.R.,  Switzerland 

Sulfur 

7 

Canada,  Mexico 

Copper 

5 

Chile,  Canada,  Peru,  Zambia 

■          i  i 

■ 

0%     25%     50%  75% 

100% 

'January  1982  estimates 

Source  Resources  for  the  Future 

is  in  high-volume,  low-value  minerals 
like  cement,  sand  and  gravel,  crushed 
stone  and  aggregates.  Of  the  remain- 
ing $8.8  billion,  all  but  35%  is  ac- 
counted for  by  copper  and  iron — both 
available  at  home.  "Out  of  a  GNP  of 
$3  trillion,"  Landsberg  says,  "the  me- 
tallic mineral  component  is  peanuts." 

For  want  of  a  nail,  of  course,  the 
kingdom  was  lost,  and  alarmists  like 
to  point  to  what  happened  a  few  years 
ago  in  cobalt.  In  1978,  when  Angola 
invaded  Zaire,  the  world's  largest  co- 
balt producer,  supplies  grew  tight  and 
in  a  matter  of  months  the  price  shot 
up  from  $6  to  $50  a  pound.  But  higher 
prices  in  time  stimulated  new  produc- 
tion elsewhere,  and  the  price  has 
dropped  back  to  around  $10  today. 

Something  similar  happened  in  the 
late  Forties,  when  the  Soviet  Union 
embargoed  shipments  of  manganese 
and  chromium  in  retaliation  for  a  U.S. 
embargo  on  high-technology  exports. 
The  result  was  mainly  to  stimulate 
new  sources  of  supply  in  Ghana,  In- 
dia, South  Africa  and  Turkey.  "We 
preach  belief  in  market  forces,"  says 
Landsberg,  "but  we  abandon  reliance 
on  them  all  too  easily." 

A  number  of  observers,  including 
former  Secretary  of  State  Alexander 
Haig,  conclude  that  the  Russians  are 
already  waging  a  resource  war,  seek- 
ing to  deprive  the  West  of  strategic 
materials  it  needs  to  keep  its  econo- 
my going,  and  some  point  to  the  large 
cobalt  purchases  the  Russians  made 
just  before  the  1978  runup  in  prices. 
Landsberg  dismisses  the  idea.  "They 
may  be  foolish,  but  they're  not  abso- 
lutely out  of  their  minds.  Raw  materi- 
als are  the  one  thing  they  have  to 
sell."  Given  the  economic  problems 
of  most  of  the  resource-rich  develop- 
ing countries,  such  countries  are  hap- 
py to  find  markets  for  the  output, 
never  mind  their  customers'  politics. 

Instead  of  pursuing  resource  inde- 
pendence, Landsberg  argues,  the  long- 
standing if  often  neglected  U.S.  policy 
of  maintaining  minerals  stockpiles 
shapes  up  as  a  reasonably  prudent  al- 
ternative— one  that  the  Reagan  Ad- 
ministration is  reinforcing  after  a  de- 
cade or  more  of  neglect.  Minerals, 
Landsberg  says,  can  be  stockpiled  at 
relatively  low  cost — at  little  more 
than  the  interest  cost  of  carrying  the 
investment.  Landsberg  clearly  feels 
that  the  present  three-year  supply 
goal  is  more  than  adequate  for  those 
stockpiles.  "We  can  get  through  any- 
thing for  six  months,"  he  says.  "Are 
we  ever  going  to  have  a  two-  or  three- 
or  four-year  war  again?  If  it's  that  seri- 
ous, it's  not  going  to  stay  nonnuclear, 
and  once  it  turns  nuclear,  it's  going  to 
be  over."  ■ 
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Why  drive  an  ordinary  wagon 
when  you  can  drive  the  Ultimate  Wagon? 


Any  similarity  between  the 
Jeep  Wagoneer  and  a  conven- 
tional two-wheel  drive  station 
wagon  is  purely  coincidental. 

Because  no  conventional 
full-size  wagon  gives  you  the 


Wagoneer's  four-wheel  drive 
traction  and  security  together 
with  Wagoneer's  two- 
wheel  drive  economy... 
better  EPA  estimated 
MPG  than  any  full-size 
two-wheel  drive  wagon r 
Add  to  that  the  comfort  and  lux 
ury  you'd  expect  to  find  only  in 
the  plushest  automobiles,  and 
it's  hard  to  call  Wagoneer  any- 
thing but  beautiful. 

Introducing  Selec-Trac. 

Now  Wagoneer  offers  even 
more  convenience:  two-wheel 
drive  or  full-time  four-wheel 


drive  at  your  fingertips.  No  wheel 
hubs  to  adjust.  And  no  need  to 

leave  the  driver's  seat. 
Just  flick  the  dash- 
mounted  Selec-Trac 
switch,  and  you're  on 
your  way. 
-  Two-wheel  drive  for  improved 
fuel  economy.  Four-wheel  drive  for 
sure  traction  in  rain,  sleet  or  snow, 
either  on-road  or  off-road... even 
at  faster  highway  speeds. 

So  why  drive  a  conventional 
wagon  when  you  can  drive  the 

Ultimate  Wagon. 
Jeep  Wagoneer 
Limited. 


18B23 


HW> 
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n  Jeep  Wagoneer  Limited.  The  Ultimate  Wagon. 

AT  AMERICAN  MOTORS 

*Use  these  figures  for  comparison.  Your  results  may  differ  due  to  driving  speed,  weather  conditions  and  trip  length  Actual  highway  mileage  lower 

Jeep  Corporation,  a  subsidiary  of  American  Motors  Corporation. 


Unless  you  speak  Spanish,  you  are  prob- 
ably ignorant  about  this  television  net- 
work that  has  more  affiliates  than  NBC. 

SIN, 

the  original 


By  Anne  Bagamery 

It's  Monday  night,  pro  football 
players  are  still  on  strike,  and  you 
don't  feel  like  watching  TV  mov- 
ies or  sitcoms.  Idly  you  turn  the  dial. 
Suddenly  the  tube  comes  to  life  in  a 
burst  of  trumpets  and  timpani.  A  bux- 
om, olive-skinned  woman  in  a  span- 
gled bikini  dances  onto  the  screen, 
singing  her  heart  out  in  Spanish,  sur- 
rounded by  chorus  boys  in  tuxedos. 
When  the  number  ends,  the  word  SIN 


appears  in  yellow  and  orange. 

Don't  chase  the  children  out  of  the 
room:  You  haven't  stumbled  across 
limited-access  Channel  B.  This  is  El 
Show  de  Iris  Chacon,  one  of  the  highest- 
rated  programs  on  the  SIN  National 
Spanish  Television  Network  (SIN 
stands  for  its  original  name,  the  Span- 
ish Information  Network).  Founded 
in  1961  by  Massachusetts-born  Rene 
Anselmo,  and  75%  owned  by  Te- 
levisa,  the  Mexican  television  net- 
work, SIN  has  grown  to  a  $50  million 


(1981  revenues)  company.  The  net- 
work broadcasts  24  hours  a  day  to  20 
million  U.S.  residents  for  whom 
Spanish  is  a  first  language  and  who 
spend  an  estimated  $6  billion  a  year 
on  advertisers'  products. 

Though  dwarfed  by  the  major  net 
works,  SIN  has  more  affiliates  than 
NBC — five  owned-and-operated  sta- 
tions plus  33  low-power  UHF  stations 
and  168  part-time  Spanish  stations.  It 
also  has  a  pay-cable  channel,  GalaVi- 
sion,  that  is  carried  by  150  cable  sys- 
tems. SIN's  revenues  for  the  first  half 
of  1982  are  up  46%  from  the  first  half 
of  1981,  and  will  probably  surpass  $80 
million  by  the  end  of  the  year.  The 
private  company's  net  income  could 
approach  $4  million. 

Anselmo  was  in  the  right  place  at 
the  right  time:  Since  1970  the  Span- 
ish-speaking population  has  increased 
seven  times  faster  than  the  popula- 
tion at  large.  But  he  has  often  made 
his  own  luck.  SIN  was  the  first  net- 
work to  deliver  its  signal  by  satellite, 
in  1976 — two  years  ahead  of  Home 
Box  Office.  Anselmo  fought  hard  in 
1980  for  permission  to  place  SIN's 
local  transmitter  atop  New  York's 
World  Trade  Center;  most  other 
broadcasters  followed.  And  while 
ESPN  and  other  sports  channels  cry 
about  a  lack  of  adequate  program- 
ming, SIN  waltzed  off  with  exclusive 
rights  to  the  1982  World  Cup  soccer 
matches  from  Spain  and  over  $1  mil- 
lion in  national  advertising. 

It  is  a  tribute  to  Anselmo's  success 
that  the  Federal  Communications 
Commission  is  looking  at  whether 
SIN's  77%  share  of  the  Spanish  mar- 
ket constitutes  a  stranglehold.  A  for- 
mer partner  of  Anselmo's  has  asked 
the  FCC  to  examine  whether  Televi- 
sa's  75%  ownership  of  SIN  is  illegal. 
The  real  purpose  of  the  inquiry:  to  see 
whether  a  SIN  subsidiary's  licenses  to 
operate  five  owned  TV  stations 
should  be  put  up  for  grabs  at  renewal 
time.  Without  its  owned  stations, 
which  last  year  contributed  65%  of 
net  income,  SIN  would  survive — but 
considerably  weakened. 

"It's  obscene,"  says  Anselmo,  56,  a 
compact,  histrionic  man.  "For  20 
years  the  FCC  was  after  me  to  develop 
the  goddamn  Hispanic  market  be- 
cause nobody  else  was  there.  Now  it's 
done,  and  they're  saying,  'Gee,  maybe 
we  should  take  this  away  from  you.'  " 

SIN  operates  much  like  ABC,  CBS 
or  NBC:  It  buys  or  produces  program- 
ming and  transmits  it  to  affiliates. 
Except  for  the  fact  that  the  programs 
are  all  in  Spanish,  SIN's  schedule 
looks  very  much  like  an  American 
network's:  movies,  news,  sports,  kid- 
die shows,  situation  comedies,  vari- 


SIN  founder  and  President  Rene  Anselmo 

He  recognized  a  big  American  market — in  another  language. 
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ety  shows  and  soap  operas. 

SIN  buys  a  little  over  half  its  pro- 
gramming from  Mexico — in  part  be- 
cause of  Televisa's  ownership  posi- 
tion, in  part  because  Mexico  produces 
more  of  the  flashy  variety  shows  and 
novelas  (soap  operas)  that  are  most 
popular  with  U.S.  Latins.  SIN's  high- 
est-rated show  is  Siempre  en  Domingo 
(Always  on  Sunday),  4Vi  hours  of  mu- 
sic and  comedy  replete  with  chorines 
and  animal  acts.  Advertisers  don't 
have  to  pay  a  premium:  Thirty  sec- 
onds on  Siempre  costs  $15,000,  com- 
pared with  $150,000  on  CBS'  Dallas. 
The  novelas,  with  emotive  names  like 
Infamia  (Infamy)  and  full  of  Catholic 
imagery,  play  in  prime  time — just  like 
Dynasty  and  Falcon  Crest  on  English- 
language  TV.  SIN  rounds  out  the 
schedule  with  news  and  public  affairs 
programs  produced  by  its  owned  sta- 
tions, and  imports  from  South  Amer- 
ica and  Spain. 

Notably  absent  from  SIN's  sched- 
ule are  dubbed  reruns  of  American 
shows.  That's  because  two-thirds  of 
SIN's  viewers  are  young  (18-34),  "as- 
similated" Latins  who  speak  English 
as  well  as  Spanish.  They  may  watch 
Spanish  TV  to  keep  up  with  their  lan- 
guage and  culture,  but  they  watch 
Square  Pegs  and  Hill  Street  Blues — and  / 
Love  Lucy  reruns — in  English. 

Rene  Anselmo  is  no  stranger  to 
show  business.  Born  in  Medford, 
Mass.,  the  son  of  Italian  and  Venezu- 
elan parents,  Anselmo  studied  eco- 
nomics and  drama  at  the  University 
J  of  Chicago  and  helped  found  the  the- 
:  ater  group  that  became  Chicago's 
famed  Second  City  comedy  work- 
;  shop.  After  several  years  as  guest  di- 
:  rector  at  California's  Pasadena  Play- 
house, Anselmo  and  his  wife,  Mary, 
an  actress,  went  to  Mexico  on  vaca- 
i  tion  and  stayed  12  years  to  produce 
j  children's  shows,  game  shows  and 
)  musical  comedies. 

That's  when  he  met  Emilio  Azcar- 
I  raga,  Televisa's  founder  and  chair- 
i,  man,  who  was  looking  for  someone  to 
|[  sell  his  programs  in  U.S.  cities  with 
ji  large  Latin  populations.  In  1960  An- 
il selmo  moved  back  to  the  U.S.  and 
started  selling. 

It  was  a  hard  sell.  "Mainstream 
television  stations  regarded  Spanish 
TV  as  something  for  'ghetto  time' — 
i  late   weeknights   or   early  Sunday 
i  morning,"  Anselmo  recalls.  "They 
tried  to  tell  us  that's  when  Latins 
i  were  watching,  but  that's  crap — their 
\  viewing  habits  are  the  same  as  An- 
glos'. Unfortunately,  advertisers  be- 
lieved the  stations,  not  me." 

In  1961  Anselmo  set  up  his  Spanish 
International  Communications  Corp., 
and  bought  out  KWEX-Channel  41  in 
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"what  We  Have  Loved 
For  Centuries, You 
Will  Love  In  Seconds. k 

Since  1608  it's  been  the  same  old  story. 

People  love  Old  Bushmills  the  second 
they  taste  it. 

Because  Old  Bushmills  is  smooth  and 
mellow.  A  smoothness  not  easily  come  by. 

The  secret  lies  in  an  ancient  process 
that  goes  back  centuries  to  Ireland.  To  the 
village  of  Bushmills,  and  the  oldest  whiskey 
distillery  in  the  world. 

Here  we  pick  the  local  barley  ripe  for 
harvest  in  nearby  fields. 

We  draw  clear  water  from  the  River  Bush, 
water  born  for  whiskey. 

We  commit  these  and  other  choice 
ingredients  to  our  age-old  triple  distilla- 
tion process. 

Then  our  whiskey  matures  in 
handmade  oaken  casks. 

When  it  finally  comes  of  age  years 
later,  only  then  is  it  worthy  of  our  label. 

Old  Bushmills. 

But,  like  18  generations  before  you, 
you'll  know  exactly  what  that  means. 
After  your  very  first  taste. 


)LD  BUSHM 


The  taste  you  don't  have  to  acquire. 


iamond  jewelry  is  available  in  a  wide  range  of  designs  and  prices.  A  useful  guideline  is  that  for  the  equivalent  of 
month's  salary,  you  will  be  able  to  purchase  a  fine  piece  that  she'H  love  and  you'll  be  proud  of. 

A  diamond  is  forever.  De  Beers 


Announcement 


Every  day,  every  minute,  a  room  full  of  Lees  Carpets  is 
installed  somewhere  in  the  United  States. 

Every  day  every  minute,  Lees  Carpets  are  being  installed  in 
homes,  schools,  offices,  government  buildings,  hotels, 
hospitals,  churches,  synagogues,  supermarkets,  airports 
and  health  clubs  throughout  the  United  States. 

Now,  Lees  introduces  a  new  technological  breakthrough. 


Biofresh  Garpets 


Slll^Ol  I  \^JLXI  LJ\^LO  For  the  first  time  there 
*  *  is  a  carpet  that  is  truly 

anti-odor  and  anti- 
bacterial. Biofresh  Carpets  will  stay  fresh  and  odor  free  every 
day,  every  minute,  for  the  life  of  the  carpet.  By  eliminating  the 
bacteria  that  causes  the  odor,  the  odor  goes  away.  Leaving 
your  carpet  hygienically  fresh. 

While  Biofresh  Carpets  are  tough  on  odors  and  bacteria,  they 
are  completely  safe  and  non-toxic  for  children  and  house  pets. 

For  commercial  installations,  Lees  Bioguard®  antimicrobial 
carpeting  is  equally  effective  against  unpleasant  odors  and 
bacteria.  Plus,  all  Bioguard  and  Biofresh  Carpets  are  covered 
by  a  5-year  limited  wear  warranty  guaranteed  in  writing  by 
Burlington  Industries. 

Call  800-345-6348  for  more  information  and  for  the  name  of 
the  Lees  Biofresh  Carpet  dealer  near  you.  Give  us  a  minute  of 
your  day,  and 

well  give  you  a       _  vvvvff 

S^'  MjbtS  carpels 

Made  Better  by  69  Burlington 


©        Burlington  Industries. 


Kenya  blew  a  lot  of  its  good  reputation 
with  the  recent  violent  coup  d'etat  attempt. 
Can  it  now  recoup  its  credit? 

The  market's 
discipline 


By  Allan  Dodds  Frank 

In  the  dismal  aftermath  of  colo- 
nialism, most  of  Africa  has  fallen 
into  the  hands  of  corrupt  tyrants, 
many  calling  themselves  Marxist-Le- 
ninists or  "African  socialists."  Kenya 
was  long  a  pleasant  exception,  a  par- 
liamentary democracy  and  a  free-mar- 
ket economy  where  European  coffee 
planters  and  Indian  bankers  and  busi- 
nessmen worked  with  a  Kenyan  man- 
agerial elite  to  modernize  a  nation 
where  60%  of  the  population  remains 
in  subsistence  agriculture. 

But  no  more.  The  80,000  Indians 
and  40,000  Europeans  in  this  painful- 
ly developing  country  are  ready  to 
pull  up  stakes  after  August's  bloody 
but  unsuccessful  coup  d'etat.  Now 
crowds  clog  the  British  and  U.S.  em- 
bassies getting  passports.  Over-in- 
voicing of  imports  and  under-invoic- 
ing of  exports — traditional  methods 
used  to  fund  overseas  accounts  and 
escape  foreign  exchange  controls — are 
on  the  rise.  The  U.S.  dollar,  officially 
traded  at  1 1  shillings  to  $1,  fetches  16 
to  1 7  on  the  street,  where  the  rate  was 
13  before  Aug.  1. 

And  the  Aga  Khan,  the  country's 
largest  foreign  investor  with  $150 
million  in  hotels,  publishing,  banks 
and  agricultural  and  manufacturing 
enterprises,  has  issued  a  warning  to 
the  government  of  President  Daniel 
T.  arap  Moi.  The  Aga  Khan  is  spiritual 
leader  of  the  world's  15  million  Is- 
maili  Moslems,  a  group  that  forms 
much  of  the  financial  and  small  man- 
ufacturing community  of  Kenya.  "If 
the  earth  is  shaken  around  the  roots  of 
a  democratic  society,"  the  Aga  Khan 
said  recently,  "then  immediate  action 
must  be  taken  to  restore  the  soil,  or 
the  plant  of  democracy  will  die."  Pro- 
tect my  people,  or  lose  them,  he  was 
saying.  The  Ismailis  were  furious  that 


Coffee  drying  in  the  Kenya  highlands 
Price  slumps  yield  bitter  harvests. 


amid  the  lawless  rioting,  the  Kenyans 
committed  the  calculated  crime  of 
raping  Indian  women. 

Another  new  nation  of  Africa  re- 
turning to  the  bush?  That  would  be  a 
shame  in  more  ways  than  one.  For 
this  Texas-size  East  African  nation  of 
16.5  million,  strategically  placed  on 
the  Indian  Ocean,  has  stood  as  a  bea- 
con, in  contrast  to  neighboring  Tanza- 
nia, where  socialism  has  destroyed 
the  economy,  and  Uganda,  with  its 
legacy  of  Idi  Amin. 

Is  Kenya's  beacon  about  to  be 
dimmed?  Perhaps  not.  The  govern- 
ment of  President  Moi,  who  took  office 
in  1978  after  the  death  of  Jomo  Ken- 
yatta,  is  coming  up  against  the  disci- 
pline of  a  market  economy.  That  disci- 
pline could  well  force  Moi  to  dismantle 
the  bloated  state  bureaucratic  system 
that  he  erected  to  support  his  rule. 

Uncertain  in  office  because  he  is  a 
member  of  a  minor  Kenyan  tribe,  Moi 
created  dozens  of  cabinet  and  subca- 
binet  posts  for  his  supporters  and  ex- 
panded the  role  of  the  so-called  para- 
statals — companies  controlled  wholly 
or  partially  by  the  government  that 
engage  in  businesses  usually  reserved 
for  the  private  sector.  In  Kenya,  where 
there  is  no  lack  of  entrepreneurial 
spirit  if  it  is  allowed  to  flourish,  the 
government  shares  an  interest  in  tex- 


tiles, shoes,  sugar,  tires,  alcohol,  phar- 
maceuticals, canning,  mining,  salt, 
paper,  hotels,  cement,  batteries,  vehi- 
cles, radios,  fishing,  engineering,  bev- 
erages and  food  processing. 

That  the  parastatals  are  corrupt  po- 
litical patronage  agencies  goes  with- 
out saying.  The  trouble  is  they  get  in 
the  way  of  business  that  Kenya  badly 
needs.  For  example,  tourism  is  the 
second  most  important  economic  ac- 
tivity in  Kenya  (after  agriculture).  But 
the  aviation  board,  under  the  guise  of 
protecting  Kenya  Airways,  a  money- 
losing  parastatal,  refused  to  grant 
charter  flight  approvals  to  a  British 
airline  that  declined  to  pay  bribes. 
International  bankers  say  several  ho- 
tels on  the  Indian  Ocean  coast  near 
Mombasa  now  sit  vacant  and  bank- 
rupt as  a  result.  Import  and  foreign 
exchange  licenses  are  for  sale,  too. 
Says  an  agricultural  expert,  "The  ce- 
reals and  grain  boards  have  been 
known  to  demand  payoffs  at  the 
height  of  scarcity.  It  is  government 
interference  with  the  flow  of  goods 
that  creates  the  scarcity." 

In  Kenyatta's  time,  the  customary 
bribe  (called  chai,  for  tea  money)  was 
2.5%  of  the  value  of  an  import-export 
license,  or  5%  of  a  government  con- 
tract. The  chai  has  doubled  and  trebled 
under  Moi,  and  filtered  down  to  clerks 
who  now  demand  chai  for  any  effort. 
"There  are  delays  galore  at  the  Central 
Bank,"  says  Stephen  Fabian,  managing 
director  of  the  600-employee  Firestone 
plant  in  Nairobi.  "Two  years  ago,  we 
used  to  handle  everything  with  them 
through  the  mail.  Eighteen  months 
ago,  we  had  to  put  a  full-time  employ- 
ee there  to  chase  licenses.  Now,  we 
have  two  guys  doing  that  and  we  still 
find  it  difficult  to  get  approval." 

The  system  is  a  serious  dram  on  the 
Kenyan  treasury,  which  had  a  deficit 
last  year  of  $738  million,  11%  of  the 
country's  $6.5  billion  gross  domestic 
product.  That  deficit  was  financed  by 
foreign  borrowing — the  country's  ex- 
ternal debt  now  stands  at  $2.3  billion, 
and  debt  service  alone  requires  16.1% 
of  current  revenue. 

Yet  there  is  hope  of  reform.  Kenya 
has  skilled  indigenous  businessmen, 
none  more  so  than  Harvard-trained 
Philip  Ndegwa,  chairman  of  the  Kenya 
Commercial  Bank  and  economic  ad- 
viser to  the  President.  Ndegwa  gave 
Moi  the  grim  news  in  a  recent  report: 
that  of  the  1 76  parastatals  representing 
capital  of  more  than  $  1 50  million,  only 
6  showed  any  profit  last  year.  Ndegwa 
advised  Moi  to  sell  the  nonessential 
state  companies  to  the  private  sector. 

And  with  an  assist  from  the  Inter- 
national Monetary  Fund,  which  has 
told  the  Kenyan  government  it  must 
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National  gives  renters  'round-the-clock  peace  of  mind. 

HOW  FROM  NATIONAL 
24-HR.  ROAD  SERVICE. 


Now  when  you  rent  with 
National,  you  get  'round- 
the-clock  peace  of  mind 
-  with  free  Amoco  Motor 
Club  road  service. 

Chances  are,  you'll 
never  need  it.  But  if  you 
do,  only  National  gives 
you  access  to  24-hour 
road  service  from  Amoco 


Motor  Club  -  the  world's 
largest  full-service  motor 
club,  with  over  6, 500 
service  facilities  across 
the  U.S. 

So  you  can  count  on 
fast,  professional  assis- 
tance. Anytime.  Every 
day  of  the  year. 

More  proof  that  at 
National  you're  our 
number-one  priority. 
National  spells  out  easy 
reservations. 

Now  we've  made  our 
phone  number  easy  to 
remember.  One  toll-free 
National  number  - 
800-CAR-RENTSM-allows 
you  to  make  reservations 


'  -? 


ojfi  * 
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any  time  of  day, 
coast  to  coast.  In 
Alaska  and  Hawaii 
call  800-328-6321. 
In  Canada  call  collect 
612-830-2345. 
Get  the  National 
Attention  you  deserve. 

Low  prices.  Carefully 
maintained  cars.  Unlim- 
ited free  mileage  at  partici- 
pating locations.  And  the 
security  of  24-hour  Amoco 
Motor  Club  road  service. 


National  features  GM  cars 
like  this  Buick  Century. 


You  deserve  National  Attention. 


National  Car  Rental 


A  HOUSEHOLD  INTERNATIONAL  COMPANY 
£1982.  National  Car  Rental  System.  Inc.  In  Canada,  it's  Tilden.  In  Europe.  Africa  and  the  Middle  East,  it's  European 


EXTRA 


Free  gifts  when 
you  rent  from 
National. 

We  think  you  deserve 
more  than  a  receipt  and  a 
smile  when  you  rent  a 
car.  So  we'll  give  you  a 
TimeBallSM  digital  alarm 
clock  when  you  rent  from 
National. 


The  clock  has  a  drowse 
alarm  and  lighted  dial.  It's 
a  $19.95  retail  value.  But 
we'll  give  it  to  you  free 
when  you  rent  a  compact 
or  larger  size  car  at 
National's  usual  low  prices, 
including  commercial  rates. 


Or  get  a  free  gift 
certificate,  good  toward 
other  free  gifts  and  special 
bargains  on  dozens  of 
items  from  the  nationally 
recognized  JS&A  catalog. 
The  catalog  is  also  free 
when  you  rent  from 
National. 

Offer  good  at 
participating  locations 
through  2/28/83.  Not 
available  on  tour  packages 
and  other  special 
promotional  rates. 


National  Car  Rental 1 


Kenya — facts  &  figures 


Kenya,  independent  since  1963,  has  been  a  beacon  for  capitalism  in  East 
Africa.  But  the  specter  of  racism,  as  Kenyan  mobs  in  August  raped  and 
pillaged  the  Indian  community,  has  called  the  nation's  stability  into  question. 


Area:  224,960  square  miles 
(about  the  size  of  Texas) 

Population:  16.5  million 

Annual  growth  rate  of 
population:  4.1% 
(U.S.,  1.2%) 

Life  expectancy  at  birth:  55 
(U.S.,  74) 

Literacy  rate:  50% 
(U.S.,  99.5%) 

GDP  (1981):  $6.5  billion 
(U.S.,  $2,888.5  billion) 

GDP  per  capita:  $395 
(U.S.,  $12,566) 

Exports  (1981  est.):  $1.1  billion 

Imports  (1981  est.):  $2.2  billion 


Sources:  Stale  Department:  World  Bank:  U.S.  Department  of  Commerce 


drop  borrowing  from  domestic  banks, 
cut  spending  and  tighten  import  con- 
trol, Ndegwa's  advice  is  being  lis- 
tened to.  Moi  has  lately  impressed 
foreign  businessmen  and  diplomats 
by  encouraging  private  enterprise  and 
foreign  investment,  and  by  promises 
to  establish  export  incentives  and  to 
cut  red  tape  and  corruption. 

Businessmen  are  impatient  with 
promises,  of  course.  "He  says  all  the 
right  things,"  mutters  one  American, 
"but  nothing  seems  to  get  done." 

To  be  fair,  progress  in  Kenya  faces 
awesome  hurdles.  The  nation's  popu- 
lation will  double  to  33  million  by  the 
year  2000.  The  average  family  has 
eight  children,  and  this  creates  almost 
impossible  pressure  for  more  jobs, 
health  and  social  services  and  food. 
With  only  50,000  new  jobs  opening 
every  year  and  more  than  300,000  peo- 
ple seeking  them,  discontent  in- 
creases. Every  day  more  up-country 
people  leave  the  land  to  migrate  to 
cardboard  shantytowns  near  Nairobi 
to  seek  their  fortunes.  Urban  crime 
rises  and  government  services  decline. 

The  economy  needs  to  grow  much 
more  rapidly.  In  the  heady  first  decade 
after  independence,  Kenya's  gross  do- 
mestic product  averaged  6.6%  growth 
annually.  Since  1973,  oil  prices  have 
risen  and  crop  production  and  prices 
have  fallen.  GDP  growth  in  the  late 
1970s  slowed  to  4.2%,  and  in  the  last 
two  years  has  dropped  below  2%,  less 
than  half  the  birthrate. 

What  is  to  be  done?  Free  the  econo- 
my, says  J.B.  Wanjui,  chairman  of  the 


Kenya  Association  of  Manufacturers 
and  the  Kenya  External  Trade  Author- 
ity. Wanjui  and  others  see  Kenya's 
greatest  potential  in  its  most  impor- 
tant current  endeavor,  agriculture, 
which  constitutes  34%  of  the  GNP. 
He  wants  price  controls  abolished.  Be- 
cause the  government  has  held  down 
the  price  of  corn,  fertile  Kenya  had  to 
spend  $150  million  in  precious  for- 
eign exchange  to  import  this  staple  in 
1979-80.  "The  government  should  set 
a  minimum  price  [for  crops],  that's 
all,"  says  Wanjui,  who  also  is  chair- 
man of  Unilever's  East  Africa  Indus- 
tries. "If  you  have  a  surplus  of  maize, 
you  can  use  it  to  develop  chicken  and 
pig  farming.  The  government  has  to 
find  a  way  of  exploiting  that  87%  of 
the  population  that  lives  in  rural 
areas,  so  that  instead  of  being  peasant 
farmers,  they  become  commercial 
farmers." 

If  agriculture  is  to  be  made  com- 
mercial, it  cannot  be  overmanned. 
Food  processing  plants  will  have  to 
arise  in  the  countryside  to  employ 
surplus  labor. 

E.R.  (Tubby)  Block,  a  white  Kenyan 
pioneer  who  is  chairman  of  Block  Ho- 
tels and  owner  of  numerous  other 
companies,  sees  the  possibilities.  "We 
are  basically  an  agricultural  country," 
says  Block.  His  family  is  betting  on  the 
fertility  of  the  Lake  Naivasha-Nakuru 
area,  where  they  have  begun  raising 
strawberries  and  melons  for  export  to 
Europe.  "There  is  no  reason  this  coun- 
try couldn't  be  the  Israel  of  Africa 
during  the  winter  months,  when  Israe- 
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ii  agriculture  isn't  on  the  market." 

U.S.  government  agricultural  stud- 
ies predict  that  500,000  acres  of  Ke- 
nya's marginal  land  could  be  arable  if 
irrigated,  at  least  for  some  crops,  like 
sisal,  rice,  cotton,  sugar  can€  and  jojoba 
beans.  Significant  potential  exists  for 
Kenya's  succulent  French  green  beans, 
coconuts,  forest  products  and  pyre- 
thrum,  a  plant  used  to  produce  natural 
insecticides.  Along  with  Kenya's  chief 
exports — coffee  and  tea — the  country's 
excellent  cheeses  and  beef  could  be 
exported,  if  distribution  and  marketing 
systems  could  be  organized. 

But  it  takes  outsiders  to  organize 
them.  A  sugar  refinery  and  plantation 
at  Mumias,  in  western  Kenya,  are 
nearing  break-even  now.  Managed  by 
a  joint  venture  of  the  British  company 
Booker-McConnell,  and  a  Rodman 
Rockefeller  company,  Mumias  has 
turned  Kenya  from  a  net  importer  to 
an  exporter  of  sugar,  while  providing 
employment  to  5,000  refinery  work- 
ers and  field  hands  and  a  market  for 
18,000  growers.  So  it  can  be  done — if 
the  Kenyans  want  to  do  it. 

As  for  tourism,  the  country  is  a 
natural  for  photographic  safaris  to  its 
matchless  wild-game  preserves  (hunt- 
ing was  banned  in  1977).  In  industry 
the  experience  of  foreign  investors — 
recent  bureaucratic  and  foreign  ex- 
change troubles  notwithstanding — 
has  been  superior.  General  Motors, 
which  assembles  trucks  in  Nairobi, 
paid  off  its  factory  in  five  years.  GM  is 
a  49%  partner  with  the  government. 

Like  all  developing  countries,  Ke- 
nya is  in  the  midst  of  change,  and 
change  can  be  confusing.  For  perspec- 
tive, Forbes  turned  to  Sir  Michael 
Blundell,  a  58-year  resident  of  Kenya 
who  was  architect  of  the  British  grant 
of  independence.  "We  have  here  an 
African  society  in  which  Europeans 
who  are  prepared  to  work  for  the 
country,  and  not  just  do  a  smash-and- 
grab,  are  welcome,"  said  Blundell 
over  tea  and  cucumber  sandwiches. 
At  the  Muthaiga  Golf  Club,  once  the 
bastion  of  British  colonialism,  Blun- 
dell and  other  British  and  American 
expatriates  now  take  to  the  course  to 
do  business  and  socialize  with  top 
golfing  members  of  the  new  elite  such 
as  the  vice  president  and  the  governor 
of  the  Central  Bank.  Blundell  reflect- 
ed on  the  current  corruption  and  on 
history:  "The  country  has  made  re- 
markable strides,  but  you  have  to  ac- 
cept that  our  politics  are  in  rather  the 
same  stage  as  those  in  England  at  the 
time  of  the  Plantagenets.  If  you  think 
about  it,  every  great  house  in  England 
was  built  by  people  who  had  offices  of 
profit  under  the  crown." 

Perspective  is  comforting,  perhaps, 


but  international  investors  and  bank- 
ers are  wary — especially  these  days. 
Kenya  will  have  to  prove  its  stability 
if  it  is  to  get  the  $5  billion  in  outside 
financing  it  needs  in  the  next  five 
years — $2.3  billion  of  it  from  private 
investors  and  banks,  the  balance  from 
agencies  like  the  World  Bank.  It 


By  Subrata  N.  Chakravarty 

When  Herman  Kahn  wrote 
On  Thermonuclear  War  in 
1960,  it  was  denounced  by 
Scientific  American  as  "an  evil  and  ten- 
ebrous book."  In  an  era  when  nuclear 
war  was  said  to  be  unthinkable,  Kahn 
had  thought  extensively  about  it — 
and  concluded  it  was  survivable. 
Many  believe  the  character  of  Dr. 
Strangelove,  played  by  Peter  Sellers  in 
the  movie  of  the  same  name,  was 
based  in  part  on  the  public's  percep- 
tion of  Kahn  as  a  mad  scientist.  Cer- 
tainly Kahn,  founder  and  director  of 
the  Hudson  Institute  since  1961,  talks 
about  terrible  things,  unthinkable 
things.  But  World  War  II  was  "un- 
thinkable"; it  happened  anyhow. 
Kahn's  intent  is  to  persuade  Ameri- 
cans that  the  best  way  to  avoid  the 
"unthinkable"  is  to  think  about  it. 

He  has  a  point:  Shooting  the  mes- 
senger is  the  wrong  way  to  deal  with 
bad  news.  Says  Kahn:  "There  were  two 
Russian  reviews  of  the  movie  On  the 
Beach  [based  on  Nevil  Shute's  apoca- 
lyptic vision  of  Australians  waiting 
resignedly  to  die  of  radiation  poison- 
ing months  after  a  nuclear  war).  One 
said,  'Why  does  Western  man  dwell  on 
these  themes  of  world  annihilation? 
What  sickness  is  there  in  the  Western 
soul;'  The  second  review  was  even 


would  be  a  good  thing  for  the  West, 
and  for  democracy  and  free  markets,  if 
Kenya  did  get  the  aid.  But  it  will  be 
the  Kenyans'  responsibility  whether 
the  country  gets  the  financing  or  not. 
That's  one  great  thing  about  free  mar- 
kets— or  freedom,  for  that  matter: 
They  demand  discipline.  ■ 


more  interesting.  He  said  you  don't 
wait  until  you're  dead.  You  build  un- 
derground shelters,  you  move  reactors 
underground,  you  do  something!" 

Is  nuclear  war  sunivable  in  1982  in 
any  objective  sense? 

Kahn:  Yes,  in  many  objective  senses. 
Take  two  cases.  First — and  it  is  hard 
to  believe  they  would  take  this  risk — 
when  the  Soviets  strike  out  of  the 
blue.  The  campaign  they  should  try  if 
they  are  intelligent  would  be  to  elimi- 
nate the  Minutemen,  hit  as  many  sub- 
marines in  their  ports  as  they  can 
without  destroying  the  cities,  hit  the 
bombers  on  the  ground  if  they  can,  or 
in  the  air,  and  try  to  hit  the  command 
and  control  systems.  If  they  get  the 
command  and  control,  they  follow  up 
with  second-  and  third-wave  attacks, 
trying  to  get  more  submarines,  and 
they  start  evacuating  their  cities — 
they  can  evacuate  in  roughly  8  to  10 
hours  if  the  weather  is  good. 

Much  more  likely,  a  war  will  start 
in  a  crisis,  and  one  signal  would  be  the 
Soviet  evacuation  of  cities.  Then 
again  they  would  do  a  similar  attack, 
but  your  submarines  would  be  at  sea, 
your  bombers  would  be  more  alert.  In 
both  these  wars  the  Soviets  survive  no 
matter  what  happens,  and  they  may 
survive  very  well. 

Do  we  have  an  evacuation  capability? 


As  I  See  It 


Shooting  the  messenger  is  the  wrong  way  to 
deal  with  had  news.  Because  something  is 
horrible,  it  is  not  necessarily  unthinkable. 

Thinking  about 
the  unthinkable 

An  interview  with  Herman  Kahn 
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CHICAGO  CHARE 

Hyatt  has  the  city's 
vitality  with  the  advantages 
of  airport  location. 


WASHINGTON,  D.C 

Hyatt  Regency  Crystal 
City  is  the  closest  hotel 
to  National  Airport. 


KANSAS  CITY 

At  Crown  Center, 
Hyatt  has  health  club 
tennis  courts,  pool. 


Fresh  juices. . .  a  special  Touch 
ot  Hyatt.  Hyatt  Hotels  will  only  serve  juices 
that  have  been  freshly  squeezed  from 
fine  citrus  fruits. 

There  are  many  things  that  reflect 
the  Hyatt  touch.  You  get  a  special  feeling 
from  each  one.  They  are  examples  of 
style  that  no  other  hotel  can  match.  Hyatt 
standards  ensure  that  you  truly  get  your 
money's  worth. 

For  reservations  at  109  Hyatt  Hotels 
worldwide,  call  your  travel  planner.  Or 
phone  800  228  9000. 


As  I  See  It 

Kcihti:  Evacuations  are  not  hard  to  do. 
We  evacuate  New  York  City  every 
Memorial  Day  weekend!  We  evacuate 
the  bulk  of  New  York  in  less  than  one 
day  with  only  half  the  lanes  of  traffic* 

Can  we  really  survive  the  likely  dam- 
age to  the  ozone  layer  that  protects  us 
from  the  sun's  ultraviolet  rays,  the  high 
level  of  radiation? 

Kahn.  We  may  destroy  the  ozone  layer; 
we  will  certainly  damage  it.  This 
would  not  be  the  day-and-night  differ- 
ence between  survival  of  the  human 
race.  Skin  cancer  might  go  up  by  large 
amounts.  It's  a  very  curable  kind  of 
cancer.  Leukemia  goes  up,  but  if  leu- 
kemia goes  up  by  a  factor  of  10,  it's 
such  a  low  cause  of  death  that  it 
doesn't  change  [national]  life  expec- 
tancy. You  might  increase  genetic  de- 
fects from  4%  to  5%.  An  increase  of 


'Kalm's  assertion  is  provocative  but  unveri- 
fiable.  Some  1.6  million  vehicles  are  registered 
within  New  York  City  limits.  On  a  recent  Me- 
morial Day  weekend  some  3  million  vehicles 
passed  tlyrough  the  city  between  Friday  after- 
noon and  Saturday  noon  How  many  of  those 
3  million  were  New  York  City  residents  is  un- 
known. 


1%  is  a  big  thing.  The  impact  on  ani- 
mals and  vegetables  will  be  great,  but 
we  don't  know  what.  All  of  these  ef- 
fects are  very  conjectural,  and  none  of 
them  look  like  they  could  possibly 
destroy  all  of  humanity  or  destroy  all 
life  on  earth.  Life  will  go  on  and  peo- 
ple will  survive. 

Were  was  a  report  by  a  committee  of 
doctors  that  said  those  who  think  nuclear 
war  survivable  assume  that  medical  fa- 
cilities would  remain  intact. 
Kahn.  That  is  such  an  outrageous  doc- 
ument, it  is  really  annoying.  You 
know  the  triage  concept.  Divide  the 
wounded  into  three  groups:  1)  treat- 
ment isn't  necessary,  2)  treatment  is 
necessary  and  helpful,  and  3)  treat- 
ment won't  help.  Medical  care  is  only 
important  for  that  second  group.  If  the 
lack  of  medical  care  changes  30  mil- 
lion dead  to  33  million  dead,  you  are 
sorry,  but  you  haven't  changed  the 
character  of  the  war.  Doctors  them- 
selves are  dwelling  with  loving  care 
on  the  things  that  people  can  empa- 
thize with.  It's  almost  a  pornography 
of  violence. 

How  likely  is  nuclear  war? 
Kahn.  Russian,  American  and  Europe- 
an theorists  all  tend  to  agree  that  no 


country  goes  to  war  out  of  ambition 
anymore.  If  there  was  a  Hitler,  Napo- 
leon or  Alexander  the  Great  on  that 
side  of  the  line,  I  would  be  terrified  of 
the  current  balance  of  forces,  terrified. 
But  there  is  a  very  prudent  and  cau- 
tious government  over  there  in  the 
Soviet  Union. 

On  the  other  hand,  the  idea  that  the 
U.S.  should  rely  on  that  strikes  me  as 
total  insanity.  This  is  not  contradic- 
tory. It's  just  absolutely  crazy  that 
we're  depending  so  much  on  Soviet 
prudence  and  caution. 

You  once  wrote  that  if  the  U.S.  were 
forced  into  a  position  of  submitting  to 
nuclear  blackmail,  the  consequence 
thereafter  would  be  an  enormous  re- 
armament. Is  that  what  you  think  hap- 
pened  in  the  Soviet  Union  after  the  Cu- 
ban missile  crisis? 

Kahn:  A  little  bit.  Even  more  after  the 
bombing  of  Hanoi  in  1965,  which  we 
did  when  Kosygin  was  visiting.  I've 
had  many  Russians  ask  me:  "All 
right,  you  wanted  to  bomb  Hanoi, 
why  did  you  rub  our  noses  in  the 
dirt?"  A  Polish  officer  went  up  to 
some  Russians  after  that  bombing  and 
said,  "What  good  are  you?" 

But  the  crucial  issue  [in  the  Soviet 
arms  expansion]  was  American  arms 
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control  policy.  The  Russians  had  a 
concept  that  they  ImcI  to  be  inferior  to 
us  because  we  had  twice  the  GNP  and 
greatly  superior  technology.  But  the 
Americans  told  them  otherwise.  The 
Americans  thought  that  the  only  sta- 
ble point  was  equality. 

So  from  1963  to  1980,  in  effect,  the 
Russians  trotted  and  we  walked.  Nei- 
ther raced.  Having  attained  a  kind  of 
superiority  in  some  scenarios — not 
all — the  Russians  like  it.  Having  tast- 
ed [superiority],  you  don't  want  to 
give  it  up.  On  the  other  hand,  it  is  my 
own  belief  that  they  won't  fight  [a 
trend  to  U.S.  superiority]  very  long  if 
they  are  convinced  it  is  inevitable. 

What  do  you  think  of  the  nuclear 
freeze  movement? 

Kahn:  It's  a  very  legitimate  concern. 
It's  partly  spread  by  demagoguery,  but 
still  legitimate.  It  has  clearly  pushed 
the  Reagan  Administration  into  arms 
control  in  a  way  they  would  not  have 
done,  I  think. 

Is  there  a  window  of  vulnerability? 
Kahn:  There  are  several  kinds.  First, 
the  enormous  disparity  in  tanks  and 
tactical  fighters  in  Europe.  That's  the 
first  window  of  vulnerability,  and 
most  important,  probably.  The  sec- 
ond is  that  if  you  give  the  Russians 
the  reliability  and  accuracy  that  the 
military  give  them/  by  around  1983 
the  Soviets  can  do  a  first  strike  out  of 
the  blue,  a  so-called  decapitation  at- 
tack by  getting  your  command  and 
control  systems  [so  that  leaders  can- 
not communicate  with  their  forces 
and  with  each  other]. 

Do  you  subscribe  to  the  view  that  once 
an  attack  takes  place  an  American  presi- 
dent would  be  under  intolerable  pressure 
to  surrender? 

Kahn:  No.  We  will  not  surrender.  We 
will  fire  back.  But  you  are  very  likely 
to  fire  back  in  a  way  that  avoids  Rus- 
sian cities,  because  you  don't  want 
your  cities  destroyed.  You  find  the 
highest-leverage  military  targets  you 
can  find  and  you  go  for  those  and  then 
you  start  bargaining.  And  you  are  both 
interested  in  the  bargaining  working 
out,  which  means  they  can't  have  un- 
conditional surrender;  they  don't  take 
over  Anglo-America,  but  they  can 
take  over  Europe  and  maybe  even  Ja- 
pan. If  they  take  over  Europe  and  Ja- 
pan, you've  got  a  very  different  world. 

You  have  long  argued  for  a  policy  of 
what  you  call  "multi-stable  deterrence. " 
Explain  what  that  means. 
Kahn:  That's  the  most  crucial  concept, 
and  it's  been  entirely  overlooked. 
Multi-stable  deterrence  is  when  the 


You  con  see  the  Great  Wall  from  the  moon. 
Or  see  the  moon  from  the  Great  Wall. 


The  Great  Wall  of  China  is  visible  from  the  moon.  But  Salen  Lindblad 
Cruising  offers  you  the  chance  to  see  it  from  a  little  closer  perspective  on 
our  China  Coastal/Yangtse  River  Cruise  aboard  the  M.V.  Yao  Hua.* 

We  offer  first  class,  outside  cabins,  deleaable  Chinese  food,  Beijing, 
Shanghai,  Hong  Kong.  And  all  the  sights        jq  le^RN  IS  TO  LIVE 
that  make  China  one  of  the  most 
fascinating  spots  under  the  sun.  Or  moon 

Cruises  begin  in  March  1983.  For  more 
information  call  800-223-5666.  In  New  York 
(212)  751-2300.  See  your  travel  agent  or 
write  Dept.  F-1 1-22. 

•Registered  in  China. 
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How  advice  from  Morgan 
can  maximize  profit  potential 
on  large  import  projects 


MemlK-r  HJK 


Morgan  bankers  meet  in  Rome  with  officials  of  Mediocredito  Centrale,  Italy's  export-credit  institution,  to  negotiate  for  a  corporate  sponsor  of  a  project 
involving  imports  from  Italy.  From  left  Stefano  Balsamo,  Rome  office;  Dr  Giovan  Piero  Elia  and  Dr.  RodoLfo  Banfi,  general  manager  and  chairman 
respectively  of  Mediocredito;  George  Cashman,  Multisource  Export  Credit  Group  head.  New  York;  John  Wilkle,  Milan  office  and  general  manager.  Italy. 


New  telecommunications  installations. 
Cement  plants.  Hydroelectric  power 
stations.  Coal  mines. 

Projects  like  these  are  huge.  And 
expensive.  Whether  sponsored  by  gov- 
ernments or  corporations  or  both,  they 
require  imports  from  other  countries  of 
major  equipment,  machinery,  and  engi- 
neering and  construction  services.  The 
quality  of  advice  given  to  a  project 
sponsor  on  financing  such  imports  is 
crucial  to  the  project's  profitability. 

The  Morgan  Bank  gives  you  an  expe- 
rienced team  of  experts  who  specialize 
in  helping  clients  arrange  the  best  pos- 


sible long-term  financing  for  imports 
on  big  projects.  These  specialists, 
located  in  New  York  and  in  Morgan 
offices  around  the  world,  have  worked 
for  many  years  with  the  subsidized 
export-incentive  programs  of  leading 
manufacturing  countries.  So  they  know 
how  to  negotiate  the  lowest  interest 
rate,  the  longest  repayment  period,  the 
best  terms  and  conditions. 
When  Morgan  is  your  advisor  we: 
□  evaluate  the  financing  alternatives 
in  all  countries  where  companies  will 
bid  on  your  project,  and  make  recom- 
mendations; 


□  analyze  the  currency  risks  of  each 
alternative  and  show  how  to  minimize 
them  within  your  exposure  manage- 
ment policies; 

□  prepare  applications  to  the  appro- 
priate export-assistance  agencies; 

□  negotiate  terms  and  conditions  to 
minimize  your  costs. 

For  the  best  financing  on  a  large  im- 
port project,  talk  to  the  Morgan  officer 
who  calls  on  you,  or  write  or  call 
George  D.  Cashman,  Vice  President, 
Multisource  Export  Credit,  Morgan 
Guaranty  Trust  Company,  23  Wall  Street, 
New  York,  NY  10015,  (212)  483-3721. 


The  Morgan  Bank 
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As  I  See  It 

deterrence  against  a  threat  of  attack  is 
very  high  but  is  not  absolute.  Both 
sides  have  a  very  high  deterrent  against 
striking  the  other  side  but  not  so  high 
they  can't  be  provoked,  and  there's  an 
advantage  in  attacking  first.  By  deny- 
ing either  side  victory  and  by  threaten- 
ing the  other  side  with  great  damage, 
you  discourage  a  first  attack,  but  nei- 
ther side  will  feel  it  has  a  free  ride  to  be 
as  provocative  as  it  wants.  It's  stable 
against  attack  and  stable  against 
provocation.  Thus  multi-stable. 


"Any  little  power  that  used 
nuclear  weapons  would  be 
unbelievably  severely  pun- 
ished. If  the  Libyans  used 
them  on  Israel,  wefd  de- 
stroy Libya.  If  the  Israelis 
used  them  on  Libya,  we 
would  be  forced  to  stand 
aside  while  Russia  de- 
stroyed Israel." 


You  consider  that  more  stable  than 
current  U.S.  policy — Mutual  Assured  De- 
struction. We  policy  that  says.-  You  can 
destroy  us  but  we  can  destroy  you,  too. 
Utterly.  But  that's  a  threat  of  limited  util- 
ity. There's  not  much  room  for  ambiguity. 
Everybody  knows  you  won't  use  it  except 
in  the  most  extraordinary  circumstances. 
Kahn:  Right.  You  are  almost  tempting 
provocation  with  MAD.  MAD  is  a 
nonaggression  treaty  no  matter  what 
each  side  does.  Go  back  to  World  War 
II.  England  wasn't  attacked  by  Ger- 
many. Only  Poland  was.  If  you  had 
had  a  balance  of  terror — a  MAD  situa- 
tion— between  England  and  Ger- 
many, Germany  would  have  gotten 
away  with  attacking  Poland. 

Wouldn 't  the  MX  missile  restore  nucle- 
ar superiority  to  the  U.S.? 
Kahn:  Not  anymore.  The  Russians 
now  have  too  much  equipment — too 
many  hardened  missiles,  too  many 
submarine  missiles.  We  don't  have 
enough  missiles  with  enough  accura- 
cy to  gain  any  real  leverage  by  striking 
first.  We  just  disarm  ourselves  rather 
than  disarming  them.  But  if  you  put 
in  the  MX  missile,  you  would  have  a 
not-incredible  first-strike  capability 
again,  because  that's  5,000  warheads 
of  great  accuracy. 

Would  the  U.S.  be  willing  to  get  into  a 
nuclear  war  that  might  kill  200  million 
Americans  to  protect  Europe? 
Ka/m.  Probably  not,  but  we  would  take 
some  risk.  But  less  so  every  year.  The 
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Now  the 
ester  ti  Hemisphere 

is  the 
astern  Hemisphere. 
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Eastern  serves  more  cities  in  the 
Americas  than  any  other  airline. 

Eastern  Airlines,  long  recognized 
as  a  leader  in  North  American  air 
travel,  now  spreads  its  wings  over 
Central  and  South  America  as  well. 
In  fact,  Eastern  flies  to  128  cities  in  22 
countries  in  North  and  South  America.  \ 

No  matter  where  you  live  in  North 
America,  Eastern's  convenient  connections 
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make  it  easy  to  fly  to  South  America. 
Eastern  has  three  gateways  to  Latin 
America:  Miami,  New  York,  and  New 
Orleans.  And  we  offer  through  service  to 
many  destinations  from  Houston , 
Washington,  D.C.,  and  Los  Angeles. 

So,  if  your  travel  plans  include  Latin 
America,  fly  Eastern.  You'll  see  why,  for  the 
past  three  years,  more  passengers  have 
flown  Eastern  than  any  other  airline  in  the 


America^  favorite  way  to  fly. 
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As  I  See  It 

Soviets'  capabilities  are  getting  big- 
ger, and  our  capabilities  are  going 
down  or  staying  constant.  Now,  if  and 
when  the  MX  and  the  Pershing  are 
deployed,  it  changes  things. 


"We  need  a  morally  defensi- 
ble reason  for  increasing 
nuclear  power.  The  only 
purpose  of  nuclear  forces  is 
to  balance,  deter,  correct  or 
punish  the  use  of  nuclear 
weapons.  By  God,  I'd  make 
it  very  credible  to  our  peo- 
ple that  we  will  not  use 
them  first/* 


How  about  the  little  powers?  Wouldn 't 
nuclear  proliferation  by  them  bring 
about  instability? 

Kahn:  No,  it  isn't  as  destabilizing  as 
most  people  think  because  any  little 
power  that  used  [nuclear  weapons] 
would  be  unbelievably  severely  pun- 
ished. If  the  Libyans  used  them  on 
Israel,  for  example,  we'd  destroy  Lib- 
ya. If  the  Israelis  used  them  on  Syria 
or  Libya,  they  would  be  jeopardizing 
all  of  humanity  and  in  my  judgment 
they  would  face  Russia  alone.  We 
would  be  forced  to  stand  aside  while 
Russia  destroyed  Israel.  If  small  pow- 
ers have  nuclear  weapons,  very  likely 
they  would  be  deterred  in  most  of  the 
circumstances  we  could  imagine.  But 
I  would  just  as  soon  not  make  the 
experiment. 

You  have  argued  for  more  than  20 
years  that  the  U.S.  should  have  a  policy  of 
no-first-use  of  nuclear  weapons.  Why? 
Kahn:  We  need  a  morally  and  political- 
ly defensible  reason  for  increasing  our 
nuclear  power.  And  the  argument 
here  is  that  the  only  purpose  of  nucle- 
ar forces  is  to  balance,  deter,  correct  or 
punish  the  use  of  nuclear  weapons.  I 
would  have  a  policy  where,  by  God, 
I'd  make  it  very  credible  to  our  own 
people  that  we  will  not  use  them  first. 

How  do  you  answer  the  Strangelove 
accusations? 

Kahn.  I've  thought  more  about  nuclear 
war  than  most  people,  and  let  me  tell 
you — nuclear  war  is  an  unbelievably 
horrible  thing. 

The  problem  is  to  avoid  Armaged- 
don, to  avoid  Munich,  to  avoid  Pearl 
Harbor — all  three.  Both  sides  would 
make  fantastic,  dishonorable  compro- 
mises to  avoid  a  nuclear  war.  But 
there  should  be  a  limit  to  how  dishon- 
orable the  compromise  is.  ■ 
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John  Horan  is  teaching  drug  giant  Merck  a 
new  pragmatism  about  research  and  mar- 
keting. It's  a  timely  lesson. 


By  Thomas  Jaffe 


A  stitch 

in  time 


Chairman  John  Horan  of  Merck  &  Co. 

"We've  learned  it's  not  enough  just  to  discover  a  blockbuster.' 


I don't  want  this  to  be  a  success- 
ful company  that  was  bypassed," 
says  John  Horan,  chairman  of 
$2.9  billion  (sales)  Merck  &  Co. 

Don't  think  that's  false  modesty 
just  because  Merck,  whose  shares 
trade  at  15  times  earnings,  remains 
one  of  the  most  profitable  pharmaceu- 
tical companies  in  the  U.S.,  with  a 
return  on  equity  that  has  averaged 
about  25%  in  recent  years  (topped 
only  by  SmithKline  and  American 
Home  Products  among  industry  gi- 
ants). Horan  is  attempting  one  of  the 
toughest  and  most  frequently  neglect- 
ed management  tasks  around:  forcing 
a  highly  profitable  company  to  change 
its  ways  to  avoid  hardening  of  the 
corporate  arteries. 

Since  Horan,  62,  took  over  in  1976, 
the  research  and  development  bill  at 
Merck  has  almost  tripled,  to  $338 . 
million.  That's  nearly  twice  the  in- 
dustry average  on  a  per-share  basis.  By 
1986  it  could  reach  $600  million. 
There  has  been  a  buildup  of  the  sales 
force  as  well.  In  the  U.S.  alone  the 
number  of  detail  men  has  increased 
from  fewer  than  900  in  1980  to  around 
1,400  this  year.  The  cost  of  supporting 
them  in  1982  will  be  over  $70  million. 

More  important,  Horan  has  im- 
posed a  new  pragmatism  on  Merck's 
somewhat  grandiose  research  and 
marketing  effort.  "We've  learned  it's 
not  enough  just  to  discover  a  block- 
buster," he  says  in  his  woodpaneled 
office  in  Rahway,  N.J.  "After  you've 
made  a  breakthrough,  you  have  to  im- 
prove upon  it.  It  used  to  be  that  if  we 
came  up  with  something  and  then 
somebody  else  took  it  the  next  step, 
we  tended  to  walk  away." 

That  attitude  has  proved  costly  for 
Merck.  Trailblazing  research  of  the 
late  Fifties  produced  Aldomet,  for  hy- 
pertension, and  two  diuretics  (see  table, 
p.  118).  But  when  Merck  started  work 
on  extensions  of  the  line — an  im- 
proved diuretic  and  the  beta-blocker 
Blocadren,  it  was  beaten  to  the  U.S. 
marketplace.  In  the  late  Sixties,  Amer- 
ican Home  Products  was  first  to  intro- 
duce its  beta-blocker  here,  and 
SmithKline  came  out  with  a  new  di- 
uretic. Eventually,  Merck  brought  out 
its  entries  as  well — but  only  abroad. 
And  while  timing  was  right  for  the 
overseas  market,  it  was  not  until  last 
year  that  either  was  introduced  in  the 
U.S.  The  company  says  both  were  late 
because  of  roadblocks  from  the  Food  &. 
Drug  Administration;  but  with  Bloca- 
dren it  was  more  likely  that  Merck 
didn't  want  to  sell  a  me-too  product. 

Now  Aldomet's  patent  has  expired, 
making  it  vulnerable  to  generic  com- 


114 


FORBES,  NOVEMBER  22,  1982 


From  the 
Championship  Heritage 

of  Two  Great  Raidots  Gomes 
Norfolk  Southern  Corporation 

THETHOROUGHBRED 


A  railway  system  that  goes  the  distance  to  bring  shippers 
innovations  that  improve  service,  speed  up  deliveries  and 
cut  distribution  costs. 

The  new  Norfolk  Southern  Corporation  came  into  the  world 
from  the  union  of  two  mighty  railway  systems — Norfolk  and 
Western,  and  Southern.  And  from  them  it  inherits  a  tradition 
of  superior  service  to  shippers. 

How  can  this  thoroughbred  corporation  bring  changes 
which  add  up  to  savings  for  its  customers? 

With  its  18,000  miles  of  single-system  track,  the  Norfolk 
Southern  system  offers  additional  run-through  trains  past  major 
terminals.  For  them,  no 
waiting  for  connections, 
no  switching  delays.  The 
result:  Time  saved. 
Money  saved. 
iVorfolk  Southern  is  opening  five  new 
gateways.  Now  shipments  can  get  around  heavy 
traffic  and  bypass  crowded  yards.  The  result:  Time 
saved.  Money  saved. 

Shorter  transit  times,  faster  and  clearer 
communications,  help  to  keep  distribution  costs 
low.  These  are  some  of  the  new  services  which 
make  Norfolk  Southern  a  winner  with  shippers. 

Put  your  money  on  The  Thoroughbred.  You 
can't  lose.  We  have  86  sales  offices  around  the 
country.  For  more  information  call  your  local 
Norfolk  Southern  sales  office. 


41,000  employees  keep  freight  on 
the  move  to  major  cities  as  far 
north  as  Ontario,  Canada,  as  far 
west  as  Kansas  City,  Mo. ,  as  far 
south  as  New  Orleans,  La. 


With  an  18,000  mile  single-system,  Norfolk  Southern 
offers  shippers  more  direct  and  efficient  routes  for 
moving  freight  between  east,  west,  north  and  south. 


NORFOLK 
SOUTHERN 

TheThoroughbred 


©  1982,  Norfolk  Southern  Corporation  P.O.  Box  3609,  Norfolk,  Va.  23514-3609. 

Norfolk  and  Western  Railway  Company  and  Southern  Railway  Company  are  subsidiaries  of  Norfolk  Southern  Corporation. 


petition,  and  the  original  diuretics  are 
aging.  The  opportunity  missed  with 
Blocadren  was  enormous:  In  less  than 
a  decade  the  U.S.  beta-blocker  market 
has  grown  to  $500  million  or  so  in 
sales,  and  there  are  five  currently  on 
the  market.  In  short,  Merck  missed  a 
front  row  seat  for  the  parade.  It  is 
estimated  this  has  lost  the  company 
at  least  $200  million  in  future  sales. 

There  was  a  similar  snafu  in  anti- 
inflammatories. Indocin,  for  arthritis, 
broke  ground  in  the  Sixties.  Clinoril, 
another  antiarthritic,  followed  in  the 
Seventies  and  became  a  runaway  hit 
in  a  market  that  by  then  also  included 
Upjohn's  powerhouse,  Motrin.  About 
the  same  time  Merck  was  developing 
the  successful  Clinoril,  though,  it  also 
was  working  on  Dolobid — an  analge- 
sic that  can  be  used  by  arthritis  suffer- 
ers. But  once  again,  Merck  didn't  push 
to  bring  the  drug  to  market  quickly. 

Then  Clinoril's  sales  slowed  earlier 


Testing 

Drug  began 


Cardiovasculars 

and  antihypertensives 

Diuril 

1956 

HydroDiuril 

1958 

Aldomet 

1959 

Moduretic 

1965 

Blocadren 

1968 

enalapril 

1979 

Antiinflammatories 

Decadron 

1957 

Indocin 

1961 

Clinoril 

1970 

Dolobid 

1971 

Antibiotics 

Mefoxin 

1971 

thienamycin 

1978 

Animal  health 

Thibenzole 

1959 

Ivomec 

1976 

Psychotherapeutics 

Elavil 

1959 

Triavil 

1961 

Glaucoma 

Timoptic 

1974 

Hnscle  relaxant 

Flexeril 

1969 

Parkinson's 

Sinemet 

1968 

Vaccines 

Heptavax-B 

1976 

than  expected,  in  part  because  Pfizer 
brought  out  a  competitor.  (Eli  Lilly's 
Oraflex,  which  was  taken  off  the  mar- 
ket this  summer,  was  targeted  for  the 
same  niche.)  Meanwhile,  the  older  In- 
docin's  sales  were  slowing  as  well..  So 
when  Dolobid  finally  was  introduced 
here  in  1982,  it  faced  the  task  of  pick- 
ing up  the  slack  for  both  of  Merck's 
older  drugs.  To  make  things  tougher, 
Johnson  &  Johnson  and  Syntex  have 
new  analgesics  that  came  out  first. 

Merck  still  has  a  few  cards  to  play, 
of  course.  This  year  it  introduced 
Clinoril  in  Japan,  which  will  boost 
sales.  And  a  sustained-release  form  of 
Indocin  has  been  developed,  which 
also  will  help.  The  fact  remains,  how- 
ever, that  recently  Merck's  product 
introduction  performance  in  this  mar- 
ket has  not  been  that  of  a  leader. 

Meanwhile,  there  is  bound  to  be  a 
lag  before  the  fruits  of  Horan's 
stepped-up  research  hit  the  U.S.  mar- 


Foreign  U.S.  1982  sales 

introduction      introduction     est.  (millions) 


1957 
1959 
1962 
1970 
1974 
not  yet 

1958 
1959 
1963 
1981 
1981 
not  yet 

$  70 

450 
130 
30 

1958 
1964 
1976 
1978 

1958 
1965 
1978 
1982 

60 
250 
200 

40 

1978 
not  yet 

1978 
not  yet 

215 

1962 
1981 

1961 
not  yet 

70 
25 

1961 
1964 

1961 
1966 

60 

1978 

1978 

130 

1979 

1977 

50 

1973 

1975 

70 

1982 

1982 

25 

ket  in  the  late  Eighties,  at  the  earliest. 
Sharply  higher  capital  spending  will 
put  pressure  on  earnings,  too.  (In  1982 
income  will  be  up  slightly,  to  around 
$415  million,  or  $5.60  per  share.) 
Since  1978  it  will  total  $1.3  billion,  an 
increase  of  60%  over  the  previous  five 
years.  Through  1987  the  spending 
could  amount  to  another  $2  billion. 

What's  Horan  counting  on  to  sup- 
port profits  between  now  and  then?  A 
hepatitis  vaccine  was  introduced  this 
year  whose  worldwide  sales  are  ex- 
pected to  reach  $100  million  in  1984. 
The  $200  million  (sales)  animal 
health  division  has  come  up  with  Ivo- 
mec, an  antiparasitic  that  could  hit 
$250  million  by  1985  and  succeeds  an 
earlier  product.  Timoptic,  for  glauco- 
ma, is  a  $130  million  seller  with  little 
competition  in  sight.  In  antibiotics^ 
Merck  continues  to  enjoy  great  suc- 
cess with  Mefoxin  (around  $215  mil- 
lion sales);  and  it's  working  on  thiena- 
mycin, which  the  company  claims 
will  treat  a  broader  range  of  infections 
than  anything  on  the  market.  But 
these  alone  will  not  do  the  trick. 

So  there  is  a  new  willingness  to 
improve  on  pioneering  research  done 
by  competitors.  Says  Horan,  "We're 
not  kidding  ourselves.  We'll  follow  up 
on  somebody  else's  leads,  too,  which 
we  didn't  like  to  do  in  the  past." 

The  first  proof  of  this  is  that  in  1979 
Merck  began  a  crash  catch-up  drive 
for  enalapril,  a  high-blood-pressure  in- 
hibitor similar  to  Squibb's  Capoten. 
While  the  Squibb  product  already  is 
sold  both  here  and  abroad,  if  Merck 
succeeds  it  will  have  only  the  second 
entrant  in  a  U.S.  market  expected  to 
reach  $550  million  in  sales  by  1986. 
Similarly,  Merck  has  become  more 
aggressive  in  its  licensing  program. 
This  year  it  paid  Astra,  a  Swedish 
company,  $60  million  for  the  right  to 
develop  and  sell  its  products  in  the 
U.S.  The  first  three — including  a  psy- 
chotherapeutic, an  area  in  which 
Merck's  own  research  has  struck  out 
for  20  years — should  all  be  available 
here  by  1986.  The  company  also  won 
some  of  the  non-U. S.  rights  to  a  third- 
generation  injectable  cephalosporin 
antibiotic  from  Japanese  manufactur- 
er Shionogi.  While  Lilly  got  the  U.S. 
license,  this  will  be  the  first  time  it 
doesn't  have  an  exclusive  on  a  Shio- 
nogi product  outside  Japan. 

The  extent  to  which  all  this  will 
offset  Horan's  costly  effort  in  capital 
spending  and  research  is  still  a  ques- 
tion, but  he  clearly  deserves  credit  for 
instilling  a  new  spirit  of  competitive- 
ness in  a  proud  industry  leader  long 
before  one  of  those  highly  publicized 
and  often  ineffective  turnarounds  be- 
comes necessary. ■ 


The  Merck  lineup 


Merck's  fortunes  in  the  Eighties 
depend  mainly  on  these  20  drugs. 
Some,  like  Mefoxin,  Timoptic  and 
Heptavax-B,  represent  recent  suc- 
cesses of  Seventies  research.  Oth- 
ers, such  as  Aldomet  and  Indocin, 
are  from  the  Sixties.  To  defend 
these  franchises,  Merck  must  re- 
place them  with  updated  products. 


It  did  this  in  the  case  of  Clinoril, 
and  may  well  have  done  the  job  in 
animal  health  with  Ivomec.  But 
Blocadren,  Moduretic  and  Dolo- 
bid— expected  to  boost  profits  sig- 
nificantly— are  proving  disap- 
pointments. This  makes  it  all  the 
more  important  that  thienamycin 
and  enalapril  come  up  winners. 


118 


FORBES,  NOVEMBER  22,  1982 


The  Number  One  People  in  Business 
Talk  to  the  Number  One  Name  in  Dictation 


Whether  you're  working  in  the 
corner  office  or  working  to  get  there, 
|  Dictaphone  can  help  you  every  busi- 
ness day. 

On  the  go?  Go  with  a  Dictaphone 
:  portable  dictating  unit.  We  make  the 
t  most  complete,  most  sophisticated 
line  in  the  business.  They're  small, 
i  easy  to  work  and  travel  light.  So 
i  wherever  you  are,  whatever  you're 
!  doing,  you  can  get  your  thoughts 

down  on  tape  just  as  fast  as  you  can 
:  think  of  them. 

And  back  in  the  office,  the  last 
thing  you  want  to  be  doing  is 
pushing  a  pencil.  A  Dictaphone  desk- 
top dictating  machine  is  handsome, 
convenient  and  has  features  that 


really  help  you  get  through  your 
paperwork  fast.  Combined  with  a 
Dictaphone  transcriber  for  your 
secretary,  you'll  make  better  use  of 
your  time  than  ever  before.  And  have 
more  time  to  do  the  work  that  really 
counts. 

Today  more  than  ever,  business 
leaders  get  more  done  with  the 
business  leader:  Dictaphone. 

What  Dictaphone  did  for 
dictation,  Dictaphone  is  now  doing 
for  word  processing. 


Dictaphone 


A  Pitney  Bowes  Company 


Fm  ready  to  be  number  one,  with 
I  number  one.  Send  me  more  informa- 
|  tion  on:  □  Dictaphone  dictation  porta- 
J  bles  □  Dictaphone  dictation  desktops 

|  Name  

I  Titles  Phone  

I  Company  

I  Address  

J  City  State  Zip  

Mail  to:  Dictaphone  Corporation,  120  Old 
|  Post  Road.  Rye,  New  York  10580 

I  Or  call  toll-free  1-800-431-1708 

j  (Except  Hawaii  and  Alaska)  In  New  York  call 
1-914-967-2249.  BF-112 

|  Dictaphone  is  a  trademark  of  Dictaphone  Corpora- 
tion. Rye.  New  York.  ©1982  Dictaphone  Corp. 


Earnings  predictions  for  the  Forbes  500  are  now  far  brighter  than 
they  were  last  year.  If  the  analysts  forecasts  are  on  the  mark,  it 
may  be  time  to  break  out  the  champagne 
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By  Steve  Kicheii 
and  Paul  Bornstein 


ESTIMATES  HAVE  BEEN  dropping 
all  year  and  are  still  dropping/' 
says  Stan  Levine,  a  vice  presi- 
dent of  New  York  brokerage  house 
Lynch,  Jones  &  Ryan,  whose  Institu- 
tional Brokers  Estimate  System  (IBES) 
gathers  and  tabulates  earnings  esti- 
mates on  some  2,400  firms  from  over 
1,000  security  analysts.  "In  the  past 
month  three  times  as  many  1983  esti- 
mates have  been  cut  as  increased," 
notes  Levine. 

Curious.  The  stock  market  wild  on 
the  upside  and  the  security  analysts 
trimming  their  expectations.  But  the 
discrepancy  is  not  as  wide  as  it  ap- 
pears. The  analysts'  action  simply  re- 
flects the  prevailing  expectations 
about  the  economy.  In  other  words, 
Wall  Street  expects  a  recovery  but  a 
less  vigorous  one  than  was  expected 
earlier  in  the  year  (see  What's  Ahead  for 
Business,  p.  33X 

So,  the  underlying  message  is  a 
cheerful  one:  The  recession  is  over. 
Although  earnings  estimates  are  be- 
ing scaled  back,  of  the  469  Forbes  500 
firms  for  which  three  or  more  analyst 
estimates  are  available,  449,  or  96%, 
are  expected  to  show  higher  earnings 
in  1983  than  in  1982/ 

A  consensus  estimate  is  the  prod- 
uct of  several  analysts.  Unfortunate- 
ly but  predictably,  individual  ana- 
lysts may  be  far  apart  in  their  projec- 
tions. So  we  sought  Levine's 
assistance  in  converting  the  IBES 
statistical  measurement  of  the  level 
of  agreement  among  analysts  into  an 
"estimate  confidence  factor."  It 
tells  you  whether  or  not  the 
JiUth..  estimates  by  different 
analysts  are  close  to- 
gethei  or  far  apart. 
American  Elec- 
tric Power,  for 
example,  is  a 
firm  with  a 
"very  high"  es- 
timate confi- 
dence factor. 
Meaning:  Indi- 
vidual security 
analysts  have 
similar  expecta- 
tions for  the 
earnings  pros- 
pects of  this  com- 
pany. Slow  but 
steadily  growing 
companies  such  as 
electric  utilities 
are  usually  more 


predictable  than  cyclical  manufactur- 
ers of  capital  goods. 

Not  surprisingly,  there  is  a  lot  less 
agreement  among  analysts  over  a 
company  such  as  Chrysler.  The 
smallest  of  the  big  three  shows  a 
"very  low"  earnings  estimate  confi- 
dence factor.  The  consensus  estimate 
for  Chrysler  pegs  1983  earnings  at 
$2.96  a  share.  But  among  the  13  esti- 
mates that  make  up  this  figure,  the 
per-share  expectations  run  from  as 
low  as  $1.25  to  as  high  as  $4.65.  De- 
pending on  whom  you  believe, 
Chrysler  is  selling  at  between  7  and  2 
times  next  year's  earnings. 

Among  the  Forbes  industry  groups 
expected  to  make  a  significant  re- 
bound in  earnings  are  paper  and  forest 
products,  industrial  and  agricultural 
machinery,  metals  and  airlines.  Boise 
Cascade,  an  Idaho-based  producer  of 
paper,  packaging  and  wood  products, 
is  expected  to  make  the  greatest  per- 
centage gain  in  1983:  $2.51,  vs.  an 
estimated  $0.33  in  1982. 

This  year  we  have  included  data 
from  the  Institutional  Brokers  Opin- 
ion Service  (IBOS),  a  product  offered 
through  Bankers  Trust  and  Lynch, 
Jones  &  Ryan.  IBOS  monitors  the 
buy,  hold  and  sell  recommendations 
of  brokerage  house  security  analysts 
on  over  1,800  securities.  This  data  is 
collected,  tabulated  and  analyzed, 
with  each  security  getting  a  compos- 
ite recommendation. 

Gifford  Lehman,  vice  president  of 
Bankers  Trust,  points  out  that  IBOS 
numbers  are  at  odds  with  recent 
market  behavior.  "All  through  the 
rally  the  overall  average  of  analyst 
opinions  has  been  moving  more  and 
more  toward  the  sell  side,"  he  ex- 
plains. "We're  not  sure  of  the  signifi- 
cance of  this  in  the  face  of  a  dramat- 
ic market  rally,  but  we  certainly 
think  that  it  is  interesting." 

Using  cutoff  points  recommended 
by  Lehman,  we  converted  the  IBOS 
statistic  on  each  company  into  plain 
English — simple  buy,  sell  or  hold 
recommendations.  These  appear  in 
the  last  two  columns  of  our  table. 
The  column  on  the  far  right,  ana- 
lysts' ratings  confidence  factor,  re- 
flects the  amount  of  agreement 
among  analysts  about  these  recom- 
mendations. As  with  our  estimate 
confidence  factors,  it  ranges  from 
"very  high"  to  "very  low." 

The  average  analyst  opinion  on 
Central  Soya,  for  example,  is  a 
"buy."  This  food  processor  also  has 
an  analysts'  ratings  confidence  factor 
of  "very  high,"  which  indicates  that 

'This year  FOKliES  used  a  new  IBES  on-line  computer 
service,  called  IBOl,  to  obtain  consensus  estimates  for 
the  next  fiscal  year  for  the  companies  listed  in  Forbes 
Sales  500  (May  10) 


there  is  considerable  agreement 
among  analysts  about  the  stock.  Not 
so  about  earnings.  The  consensus 
earnings  estimate  for  Central  calls 
for  a  38%  gain  next  year.  Note, 
however,  that  the  estimate  confi- 
dence factor  is  very  low.  A  number 
of  analysts  expect  the  company  to  do 
much  better  than  the  $1.76  consen- 


The  following  companies 

are  rated  as 

"buys"  and  are  expected  to  show  earn- 

ings gains  of  100% 

or  more. 

Estimated  increase 

Company 

in  1983  earnings 

Boise  Cascade 

661% 

Champion  International 

256 

Delta  Air  Lines 

252 

General  Motors 

151 

BF  Goodrich 

205 

Northwest  Airlines 

237 

PACCAR 

140 

Rexnord 

368 

Singer 

313 

Trans  World 

198 

Uniroyal 

100 

sus  forecast,  while  others  are  not 
nearly  so  optimistic. 

Although  analyst  earnings  esti- 
mates are  only  educated  guesses 
about  the  future,  they  can  be  useful  in 
ferreting  out  potentially  overvalued 
or  undervalued  situations.  Over  50% 
of  the  Forbes  500  companies  are 
priced  at  a  multiple  of  7  or  less,  based 
on  1983  estimates.  On  the  other  hand, 
less  than  1%  of  the  firms  are  now 
selling  at  a  predicted  multiple  of  20  or 
more.  Jim  Walter,  for  example,  is 
priced  at  24  times  estimated  1983 
earnings. 

One  clue  to  the  reliability  of  con- 
sensus estimates  and  opinions  is  the 
amount  of  agreement  among  individ- 
ual analysts.  Sharp-eyed  investors 
have  often  found  that  strong  agree- 
ment or  disagreement  can  provide 
buying  or  selling  opportunities  in  the 
market.  If  the  analysts  are  unani- 
mously high  on  a  stock,  it's  often 
time  to  sell.  And  vice  versa. 

Of  the  more  than  460  firms  listed 
on  the  following  pages,  only  4 — Bris- 
tol-Myers, IBM,  Philip  Morris  and 
SONAT — score  well  on  all  criteria. 
These  companies  are  expected  to  have 
at  least  a  10%  improvement  in  earn- 
ings next  year,  are  rated  as  a  buy  in  the 
IBOS  service  and  show  very  high  con- 
fidence factors  for  both  earnings  esti- 
mates and  analysts'  ratings.  Will  this 
unanimity  of  favor,  these  generous 
smiles  from  the  analysts,  jinx  these 
stocks?  Or,  basking  in  Wall  Street  ap- 
proval, will  they  turn  out  big  win- 
ners? Tune  in  next  year. 
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Earnings  forecast  for  the  Forbes  500 


Throughout  this  year  analysts  have  been  lowering  their  Brokers  Estimate  System  (IBES)  consensus  earnings 
1983  earnings  estimates,  but  a  rebound  in  corporate  estimates  and  Opinion  Survey  (IBOS)  buy-sell  recom- 
profitabiiity  is  still  expected.  Below:  Institutional    mendations  for  469  of  the  Forbes  500  (sales)  companies. 


— Estimated 

earnings  per 

share* — 

Estimate 

P/E  based 

— Analysts'  ratings — 

Earnings 

/o 

confidence 

Recent 

on  1983 

buy-sell 

confidence 

momentum 

Company 

1982 

1983 

change 

factor 

price 

estimate 

opinion 

factor 

A 

AMF 

$2.09 

$2.72 

30% 

low 

loVa 

7 

hold 

very  low 

▲ 

AMR 

0.15 

2.88 

NM 

very  low 

17% 

6 

hold 

average 

▲ 

ARA  Services 

4.09 

4.53 

1 1 

1   ■  i 

very  high 

35% 

8 

sell 

average 

A 

Abbott  Labs 

2.37 

2.77 

17 

very  high 

37  Vi 

14 

sell 

very  high 

A 

Aetna  Life  &  Casualty 

6.24 

6.91 

11 

average 

42% 

6 

buy 

average 

A 

HF  Ahmanson 

-3.82 

1.96 

NM 

very  low 

19VS 

10 

buy 

low 

A 

Air  Products  &  Chemicals 

3.96 

4.58 

16 

average 

34 'A 

7 

hold 

average 

A 

Albertson's 

3.75 

4.28 

14 

very  high 

44 'A 

10 

hold 

high 

A 

Alco  Standard 

2.94 

3.42 

16 

average 

25% 

8 

buy 

very  low 

A 

Allegheny  International 

3.31 

5.46 

65 

average 

23  Vi 

4 

NA 

NA 

A 

Allegheny  Power  System 

3.42 

3.50 

2 

high 

22Vi 

6 

hold 

very  high 

A 

*  It*  J 

Allied  Corp 

6.84 

7.46 

9 

low 

35% 

5 

sell 

average 

A 

Allied  Stores 

4.29 

5.05 

18 

average 

35 

7 

hold 

average 

A 

AUis-Chalmers 

-7.37 

-0.67 

NM 

very  low 

9'/s 

NM 

hold 

very  high 

A 

Aluminum  Co  of  America 

0.95 

2.75 

189 

very  low 

28  Vz 

10 

hold 

average 

A 

Amax 

-2.63 

0.07 

NM 

very  low 

25 

NM 

sell 

very  high 

A 

Amerada  Hess 

2.55 

4.52 

77 

low 

29% 

6 

buy 

average 

A 

American  Brands 

6.83 

7.59 

1 1 

high 

48  Vi 

6 

buy 

low 

A 

American  Broadcasting 

5.64 

6.35 

13 

high 

52  y8 

8 

buy 

high 

A 

American  Can 

3.09 

3.96 

28 

low 

35% 

9 

buy 

very  low 

A 

American  Cyanamid 

3.03 

3.93 

30 

average 

34'/4 

9 

hold 

very  high 

A 

American  Electric  Power 

2.43 

2.56 

5 

very  high 

19% 

8 

hold 

low 

A 

American  Express 

5.92 

6.63 

12 

high 

59 

9 

buy 

high 

A 

American  General 

6.98 

7.43 

6 

high 

46  Vs 

6 

hold 

very  high 

A 

American  Home  Products 

3.60 

4.08 

13 

very  high 

44% 

1 1 

hold 

very  high 

A 

American  Hospital  Supply 

2.45 

2.88 

18 

very  high 

41% 

14 

buy 

high 

A 

American  Intl  Group 

7.08 

8.30 

17 

very  high 

80  % 

10 

hold 

high 

A 

American  Motors 

-1.90 

0.83 

NM 

very  low 

5 

6 

hold 

very  low 

A 

American  Natural  Resources 

6.46 

6.97 

8 

high 

34 

5 

hold 

low 

A 

American  Standard 

2.25 

3.26 

45 

low 

29 

9 

buy 

low 

A 

American  Stores 

6.78 

7.68 

13 

average 

65>/2 

9 

NA 

NA 

A 

American  Tel  &  Tel 

8.80 

9.55 

9 

high 

60% 

6 

buy 

high 

A 

AMFAC 

2.33 

3.19 

37 

low 

24% 

8 

hold 

low 

A 

AMP 

3.57 

4.40 

23 

average 

66 

15 

buy 

average 

T 

Amstar 

4.31a 

3.85 

-11 

very  low 

25 

6 

sell 

very  low 

A 

Anderson,  Clayton 

4.48a 

4.64 

4 

average 

26% 

6 

NA 

NA 

A 

Anheuser-Busch  Cos 

5.64 

6.51 

15 

very  high 

62  % 

10 

buy 

average 

A 

Archer-Daniels-Midland 

2.00a 

2.39 

17 

very  low 

177s 

7 

hold 

average 

A 

Arkla 

2.01 

2.51 

25 

high 

19% 

8 

buy 

very  high 

A 

Arm  co 

-0.49 

1.37 

NM 

very  low 

16% 

12 

seLl 

very  low 

A 

Armstrong  World  Inds 

1.08 

1.87 

73 

average 

24-% 

13 

hold 

low 

A 

Asarco 

-2.95 

0.79 

NM 

very  low 

27% 

35 

sell 

average 

A 

Ashland  Oil 

4.22 

4.68 

11 

low 

34% 

7 

sell 

average 

A 

Associated  Dry  Goods 

4.40 

5.20 

18 

high 

48  Vi 

9 

buy 

high 

A 

A.I           .  •        n  •     ■    C  •      V  ■ 

Atlantic  Richheld 

6.73 

7.48 

11 

high 

47% 

6 

buy 

very  high 

A 

Avco 

3.24 

3.80 

17 

average 

26% 

7 

noiu 

very  low 

▼ 

Avnet 

4.03a 

3.77 

-6 

low 

57% 

15 

buy 

average 

A 

Avon  Products 

2.92 

3.45 

18 

high 

25%  • 

7 

hold 

average 

▼ 

Baker  International 

3.83 

3.75 

-2 

low 

22% 

6 

hold 

average 

A 

Baldwin-United 

5.28 

6.13 

16 

average 

38  Vk 

6 

buy 

very  low 

A 

Baltimore  Gas  &  Electric 

4.14 

4.35 

5 

very  high 

28% 

6 

hold 

very  high 

A 

BankAmerica 

3.16 

3.80 

20 

average 

23  V2 

6 

hold 

very  high 

A 

Bankers  Trust  New  York 

7.70 

8.21 

7 

average 

41% 

5 

buy 

average 

A 

Baxter  Travenol  Labs 

2.63 

3.17 

21 

very  high 

47% 

15 

buy 

high 

A 

Beatrice  Foods 

3.23 

3.48 

8 

average 

24 

7 

hold 

average 

*For  fiscal  years  ending  June  through  May  of  ihe  fo 

lowing  year. 

a.  actual  earnings.  NA: 

Not  available 

NM:  Not  meaningful 

Sources  Institutional  Urokers  Estimate  System  (WES);  Lyiicb.  Jones  &  Ryan 

Institutional  Brokers  Opinion  Surrey  (IBOS) — a  service  of  Bankers  Trust  and  Lynch,  Jones  &  Ryan 
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THE  JAGUAR  XJ-S 
A  CAR  BUILT  TD  PROVE  THAT 
LUXURYAND  PERFORMANCE 
ARE  NOT  MUTUALLY  EXCLUSIVE 


The  Jaguar  XJ-S  is  a  car 
built  in  the  belief  that 
performance  need  not  sui 
fer  at  the  expense  of  luxui 
Beneath  its  sweeping 
exterior  is  an  awesome 
12  cylinder  fuel  injected 
aluminum  engine,  making 
the  XJ-S  the  most  powerfi 
and  sophisticated  motorc. 
Jaguar  has  ever  built. 
According  to  Town  & 
Country,  it  "...makes  most 
other  Grand  Tourers  look 
positively  anemic." 
To  match  the  formidable 
capabilities  of  its  engine, 
the  1983  XJ-S  has  precise 
rack  and  pinion  power 
steering,  four  wheel  inde- 
pendent suspension,  and 
authoritative  power  disc 
brakes  on  all  four  wheels. 
Inside,  the  driver  is  sur- 
rounded by  supple  hand 
fitted  leather  and  burled 
elm  veneer.  Electric  con- 
veniences such  as  power 
windows,  door  locks,  and 
mirrors;  self  adjusting  air 
conditioning  and  heating; 
cruise  control  and  an 
AM/FM  stereophonic  radic 
with  signal  scanning  tuner 
and  Dolby'*'  cassette  player 
are  standard. 
Also  standard  is  the  best 
warranty  Jaguar  has  ever 
offered/For  two  years  or 
36,000  miles,  whichever 
comes  first.  Jaguar  will  re- 
pair or  replace  any  part 
which  proves  defective. 
The  Pirelli  tires  are  covered 
by  the  manufacturer's 
warranty.  Ask  your  dealer 
for  details  on  this  limited 
warranty.  For  the  name  of 
the  Jaguar  dealer  nearest 
you,  call  toll-free: 
(800)  447-4700,  or,  in 
Illinois,  (800J  322-4400. 
JAGUAR,  Leonia,  .NJ  07605 

JAGUAR  XJ-S 


Distributed  data  processing  with  a  network  of  IBM  small  systems 


ACE  HARDWARE 
NAILS  DOWN 
INFORMATION  OUT 
WHERE  IT  S  NEEDED. 


wer  4,000  independent  retailers. 

Ace  has  a  reputation  for'  service 
jj  its  dealers,  so  the  8100  fits  neatly 
Mo  the  company's  operations. 
With  the  8100,  we  cut  the  time  to 
jrocess  a  supplier  shipment  into  our 
jiventory  from  four  days  to  a  mat- 
Lr  of  only  four  hours,""  reports 
ioger  Peterson,  National  Distribu- 
pn  Manager  for  Ace.  "With  the 
(100  and  good  people,  we  re  not 
Working  harder.  Just  a  lot  smarter." 

Dramatic  Gains 

Peterson  adds  that  productiv- 
y  in  Ace's  distribution  centers, 
leasured  by  the  man-hours  to 
Irocess  1. 000  orders,  has  shown  a 


dramatic  30  percent  improvement 
over  the  past  three  years.  Put  an- 
other way,  it  costs  9.8  percent  less  to 
process  each  line  item,  despite  a  30 
percent  increase  in  wages. 

Easy  to  Use 

Ace  says  that  in  the  distribution 
centers,  people  with  little  or  no  com- 
puter training  find  the  8100  easy  to 
use.  And  dealers  like  it  because  Ace 
has  become  an  even  more  reliable 
source  of  product  at  the  lowest  pos- 
sible cost. 

'"We  demand  the  same  high  de- 
gree of  service  from  the  companies 
we  deal  with  as  our  dealers  expect 
from  us."  says  Jim  Van  Wert,  Ace's 


Director  of  Information  Services. 
"With  IBM,  we've  always  received  it, 
from  the  people  who  helped  us  de- 
velop the  applications  to  service  rep- 
resentatives across  the  country  who 
can  get  there  fast  if  we  need  help. 

"Distributed  data  processing 
was  waiting  to  happen  at  Ace.  The 
8100  made  it  happen." 

To  learn  how  IBM  small  systems 
can  help  put  distributed  processing 
on  your  map.  Write  IBM.  7AG/522 
Dept.  OA171,  400  Parson's  Pond 
Drive,  Franklin  Lakes,  NJ  07417. 
Or  call,  toll  free,  1  800  631-5582, 
Ext.  7.  Alaska  and  —  — — •  -—  — 
Hawaii  1  800  526-  =  '=™ 
2484.  Ext.  7.         £=  ==r  =  T=o 


Earnings  forecast  for  the  Forbes  500 


— Estimated 

earnings  per 

share" — 

Estimate 

P/E  based 

— Analysts'  ratings — 

Earnings 

% 

confidence 

Recent 

on  1983 

buy-sell 

confidence 

momentum 

Company 

1982 

1983 

change 

factor 

price 

estimate 

opinion 

factor 

▲ 

Bendix 

$6.18 

$7.30 

18% 

average 

79% 

11 

sell 

very  low 

▲ 

Beneficial  Corp 

2.73 

3.26 

19 

low 

24% 

8 

hold 

very  low 

▲ 

Bethlehem  Steel 

-4.87 

1.76 

NM 

very  low 

18% 

1 1 

hold 

low 

A 

Black  &  Decker 

0.86 

1.39 

62 

low 

15l/2 

11 

hold 

very  high 

A 

Blue  Bell 

3.18 

4.18 

31 

average 

32% 

1 

hold 

very  high 

A 

Boeing 

2.29 

2.85 

24 

very  low 

27 

9 

hold 

low 

A 

Boise  Cascade 

0.33 

2.51 

661 

very  low 

34 '/« 

14 

buy 

very  high 

A 

Borden 

5.71 

6.64 

16 

average 

40  Va 

6 

hold 

very  low 

A 

Borg-Warner 

4.13 

5.04 

22 

average 

34% 

7 

buy 

average 

A 

Bristol-Myers 

5.27 

6.03 

14 

very  high 

69% 

12 

buy 

very  high 

A 

Brown  Group 

5.47 

6.27 

15 

average 

51% 

8 

buy 

very  high 

A 

Brunswick 

2.66 

4.06 

53 

average 

25  Vh 

6 

hold 

very  low 

A 

Burlington  Inds 

2.14 

3.51 

64 

low 

27% 

8 

hold 

very  low 

A 

Burlington  Northern 

4.93 

6.79 

38 

low 

57% 

8 

hold 

average 

A 

Burroughs 

4.41 

5.26 

19 

average 

42% 

8 

hold 

very  high 

A 

CBS 

5.83 

7.02 

20 

high 

53% 

8 

buy 

average 

A 

CPC  International 

4.96 

5.57 

12 

very  high 

38 

7 

buy 

average 

A 

CSX 

7.04 

8.70 

24 

low 

57'/8 

7 

buy 

average 

A 

Cabot 

3.08 

3.54 

15 

average 

23'/» 

7 

NA 

NA 

A 

Campbell  Soup 

4.64a 

5.11 

10 

very  high 

40 'A 

8 

hold 

low 

A 

Campbell  Taggart 

2.82 

3.23 

15 

very  high 

39 

12 

NA 

NA 

A 

Carnation 

5.08 

5.57 

10 

very  high 

40  '/4 

7 

sell 

average 

A 

Carolina  Power  &  Light 

3.32 

3.36 

1 

average 

20  % 

6 

hold 

average 

A 

Carter  Hawley  Hale  Stores 

1.70 

2.33 

37 

average 

15'/2 

7 

sell 

high 

A 

Castle  &  Cooke 

0.18a 

0.77 

328 

very  low 

9Vi 

12 

sell 

high 

A 

Caterpillar  Tractor 

0.39 

2.95 

656 

very  low 

39% 

13 

sell 

average 

A 

Celanese 

3.57 

6.32 

77 

low 

53  Vs 

8 

sell 

average 

A 

Celeron 

3.54 

4.12 

16 

high 

22% 

5 

hold 

low 

A 

Central  &  South  West 

2.69 

2.85 

6 

very  high 

17% 

6 

hold 

high 

A 

Central  Soya 

1.28a 

1.76 

38 

very  low 

14 

8 

buy 

very  high 

A 

Champion  International 

0.48 

1.71 

256 

very  low 

21% 

12 

buy 

high 

A 

Chase  Manhattan 

8.60 

12.20 

42 

average 

54 '/2 

4 

buy 

average 

A 

Chemical  New  York 

8.17 

8.58 

5 

average 

42 

5 

buy 

average 

A 

Chesebrough-Pond's 

3.63 

4.17 

15 

high 

42 

10 

sell 

very  high 

A 

Chrysler 

0.75 

2.96 

295 

very  low 

9l/4 

3 

hold 

very  low 

A 

Chubb 

5.50 

7.09 

29 

low 

46  Vi 

7 

hold 

low 

A 

CIGNA 

6.40 

7.26 

13 

average 

44  Vi 

6 

buy 

average 

A 

Citicorp 

5.28 

5.90 

12 

average 

38'/2 

7 

buy 

high 

A 

Cities  Service 

3.07 

3.65 

19 

low 

48% 

13 

sell 

high 

A 

City  Investing 

3.71 

4.41 

19 

low 

25% 

6 

buy 

very  high 

A 

Clark  Equipment 

-1.74 

2.04 

NM 

very  low 

24% 

12 

sell 

average 

A 

Coastal  Corp 

2.76 

3.63 

32 

low 

26 

7 

buy 

very  low 

A 

Coca-Cola 

3.97 

4.44 

12 

very  high 

45 

10 

buy 

average 

A 

Colgate-Palmolive 

2.56 

2.86 

12 

high 

20  V2 

7 

hold 

average 

A 

Colonial  Penn  Group 

1.66 

2.34 

41 

low 

16'/4 

7 

sell 

average 

A 

Colt  Industries 

2.10 

3.99 

90 

low 

30 'A 

8 

buy 

low 

A 

Columbia  Gas  System 

5.62 

6.15 

9 

average 

32 'A 

5 

buy 

very  high 

A 

Combustion  Engineering 

4.99 

5.38 

8 

high 

36  Vi 

7 

buy 

low 

A 

Commonwealth  Edison 

3.58 

3.79 

6 

high 

24 'A 

6 

buy 

average 

A  * 

ConAgra 

2.82 

3.51 

24 

high 

26% 

8 

hold 

low 

A 

Consolidated  Edison 

3.35 

3.61 

8 

high 

19 

5 

buy 

average 

A 

Consolidated  Foods 

5.39a 

5.78 

9 

very  high 

44% 

8 

buy 

low 

A 

Consolidated  Freightways 

4.59 

5.78 

26 

average 

53 

9 

hold 

low 

A 

Consolidated  Natural  Gas 

3.71 

4.12 

11 

high 

25  % 

6 

buy 

low 

A 

Consumers  Power 

3.23 

3.32 

3 

very  high 

18% 

6 

hold 

very  high 

T 

Continental  Corp 

3.09 

3.05 

-1 

very  low 

30  V* 

10 

hold 

average 

A 

Continental  Group 

4.97 

5.58 

12 

average 

35% 

6 

hold 

low 

A 

Continental  Illinois 

3.07 

5.69 

85 

low 

21'/2 

4 

hold 

average 

A 

Continental  Telecom 

2.47 

2.74 

11 

high 

18% 

7 

hold 

very  high 

A 

Control  Data 

4.17 

5.01 

20 

average 

37% 

7 

buy 

average 

"For  fiscal  years  ending  June  through  May  of  the  following  year    a;  actual  earnings    NA:  Not  available    NM:  Not  meaningful 


Sources  Institutional  Brokers  Estimate  System  (IBES);  Lynch,  Jones  &  Ryan 

Institutional  Brokers  Opinion  Survey  f/BOS) — aserttce  of  Bankers  Trust  and  LyncJj,  Jones  &  Ryan 
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Earnings  forecast  for  the  Forbes  500 


— Estimated  earnings  per  share* — 

Estimate 

P/E  based 

— Analysts 

'  ratings — 

Earnings 

% 

confidence 

Recent 

on  1983 

buy-sell 

confidence 

momentum 

Company 

1982 

1983 

change 

factor 

price 

estimate 

opinion 

factor 

A 

Cooper  Industries 

$3.41 

$3.64 

7% 

low 

30  Vz 

g 

hold 

low 

A 

Comitip  (rlass  Works 

z.yo 

A  Q£ 
4.00 

KA 

64 

low 

DU  /8 

1 1 

11UIU 

low 

A 

Crane 

n  7Q 

U.  ty 

0.4/ 

o  in 

low 

24% 

7 

hold 

vprv  low 
v  ti y  iv  w 

A 

Crocker  National 

3.70 

4.45 

20 

low 

31 

7  ,.  ;(i 

hold 

average 

A 

Crown  Cork  &  Seal 

3.90 

AAA 

14 

low 

29% 

7 

hold 

average 

A 

Crown  Zellerbach 

n  oc 

Z.  1U 

1Z1 

very  low 

24% 

12 

sell 

A 

Cm  in  &  Forster 

A  Q7 
4.0  / 

J. 34 

1  A 

14 

low 

50 

9 

sell 

low 

A 

Cummins  Engine 

1  AA 
1.40 

7  K 
/  .10 

3on 

very  low 

40 'A 

6 

hold 

vprv  low 

V  ^  1  ¥     lu  VV 

A 

Dana  Corp 

2.35 

4.18 

78 

average 

30% 

7 

buy 

a  V  Lrl  agL> 

A 

Dart  &  Kraft 

7.85 

8.88 

13 

very  high 

68 

8 

buy 

average 

A 

Dayton-Hudson 

2  on 
o.yU 

A  6*1 

1  o 
ly 

very  high 

583/s 

13 

buy 

average 

A 

Deere  &  Co 

U.o  1 

t  la 

Z.Zo 

1  ft  1 
lol 

vprv  low 

v  v_-  a  y    x  \J  vv 

29 

13 

hold 

hi  ph 

A 

Delta  Air  Lines 

1  .oo 

ZDZ 

very  low 

34  Va 

10 

buy 

Avpra  t?p 

A 

Detroit  Edison 

1.92 

2.12 

10 

very  high 

13 

6 

hold 

vptv  hipn 

v  ^  1  y  nitii 

A 

Diamond  Shamrock 

2.42 

3.11 

29 

low 

24  Vi 

8 

hold 

very  high 

A 

Digital  Equipment 

7 

/  .JOd 

7  £1 

n 

97 

13 

buy 

dVCl agt 

A 

Dillingham 

z.uu 

zz 

hiph 

111  t,i  1 

15 

6 

NA 

NA 

A 

Dillon  Cos 

z.oua 

14 

average 

275/8 

9 

sell 

average 

A 

RR  Donnelley  &  Sons 

4.63 

5.38 

16 

very  high 

53 

10 

hold 

low 

A 

Dow  Chemical 

2.11 

3.03 

AA 

low 

27% 

9 

sell 

very  high 

A 

Dravo 

U.oU 

1 .40 

VPTV  low 

l2Vz 

9 

NA 

NA 

▼ 

Dresser  Industries 

Z.jj 

Z.4D 

— <* 

very  low 

19 

8 

hold 

average 

A 

EI  Du  Pont  de  Nemours 

4.10 

D. 40 

average 

40  Vi 

7 

hold 

average 

A 

Duke  Power 

3.36 

3.58 

7 

very  high 

215/s 

6 

hold 

average 

A 

Dun  &  Bradstreet 

5.09 

6.05 

19 

very  high 

91 

15 

buy 

average 

A 

Eastern  Air  Lines 

o  <n 

— Z.OU 

n  no 

IN  M 

very  low 

6% 

NM 

sell 

low 

A 

Eastern  Gas  &  Fuel 

1  ni 
o.Uo 

o.OD 

LI 

average 

20% 

5 

buy 

average 

A 

Eastman  Kodak 

7  7n 

o  ^ 

7.JJ 

average 

92% 

10 

buy 

average 

A 

Eaton 

2.29 

4.16 

82 

very  low 

35% 

g 

buy 

hish 

A 

Jack  Eckerd 

1.90a 

2.34 

23 

average 

26% 

11 

hold 

high 

A 

El  Paso  Co 

Z.o  1 

O.Z1 

oy 

very  low 

187/s 

6 

buy 

average 

A 

Emerson  Electric 

4.41 

4  87 
4.o  / 

i  n 

very  high 

59 

12 

hold 

low 

A 

Emhart 

O.ol 

7  r»/i 
/.U4 

1Z 

average 

38% 

6 

buy 

very  low 

A 

2.50 

3.13 

25 

very  low 

293A 

10 

buy 

low 

A 

ENSERCH 

3.29 

3.69 

12 

low 

22% 

6 

hold 

low 

A 

Entex 

z.zoa 

Z.04 

1  / 

average 

17% 

7 

NA 

NA 

A 

Esmark 

1  .by 

9.53 

T  A 

Z4 

very  high 

65 

7 

buy 

average 

A 

Fthvl  Corn 

A  OA 

4.34 

5.U9 

1  1 

i\  VPrAPP 
avvl atv 

31% 

6 

hold 

vprv  low 

A 

Fvans  Products 

-1.24 

0.63 

NM 

vp rv  low 

1^.1  V    i\J  VV 

9Vs 

15 

sell 

hiph 
0 

▼ 

Ex-Cell-0 

3.63 

3.42 

-6 

low 

25% 

7 

buy 

low 

A 

Exxon 

4.84 

C  AA 
3.44 

1Z 

low 

31'/2 

6 

sell 

average 

A 

FMC 

4.66 

3.oZ 

1  A 
14 

hidh 

32'/2 

6 

buy 

average 

A 

Fairchild  Industries 

2.12 

L.oy 

low 

17% 

7 

sell 

low 

▲ 

Federal  National  Mtg  Assoc 

-2.25 

1.13 

NM 

very  low 

18l/s 

16 

hold 

very  low 

A 

Federated  Department  Stores  5.33 

6.26 

17 

high 

48% 

8 

buy 

very  high 

A 

Firestone  Tire  &  Rubber 

0.50 

1  .DO 

T  2A 
Zoo 

low 

13% 

8 

hold 

low 

A 

First  Bank  System 

6.72 

7  13 

0 

very  high 

37% 

5 

sell 

average 

A 

First  Chicago 

3.42 

3  O  1 

o.y  1 

1  A 
14 

average 

215/g 

6 

buy 

very  high 

A 

First  City  Bancorp  Texas 

4.25 

4.91 

16 

average 

24% 

5 

hold 

very  high 

A 

First  Interstate  Bancorp 

5.68 

6.42 

13 

average 

36 

6 

hold 

high 

A 

First  National  Boston 

6.24 

A  7C 
0./3 

Q 

o 

hi  ph 

32% 

5 

buy 

low 

A 

Fischbach 

6.19 

x  on 

6.80 

1U 

average 

43 

6 

buy 

very  low 

A 

Fleming  Cos 

3.96 

4.46 

13 

VPTV  Viich 

38% 

9 

NA 

NA 

A 

Florida  Power  &  Light 

5.13 

5.21 

2 

very  high 

37 '/s 

7 

buy 

very  high 

A 

Florida  Progress 

2.40 

2.64 

10 

high 

18% 

7 

hold 

high 

A 

Fluor 

2.16 

2.44 

13 

low 

23% 

9 

hold 

very  high 

A 

Ford  Motor 

-2.28 

6.45 

NM 

very  low 

31% 

5 

buy 

very  low 

A 

Foremost-McKesson 

3.87 

4.39 

13 

high 

44% 

10 

hold 

low 

▼ 

Foster  Wheeler 

1.88 

1.86 

-1 

low 

15'/8 

8 

hold 

very  high 

'For  fiscal  years  ending  June  through  May  of  the  following  year,    a:  actual  earnings.    NA:  Not  available.    NM:  Not  meaningful. 


Sources:  Institutional  Brokers  Estimate  System  (IBES);  Lynch,  Jones  &  Ryan 

Institutional  Brokers  Opinion  Sun  ey  (I BOS) — a  sen  'ice  of  Bankers  Trust  and  Lynch,  Jones  &  Ryan 
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Earnings  forecast  for  the  Forbes  500 


— Estimated 

earnings  per 

share" — 

Estimate 

P/E  based 

— Analysts'  ratings — 

Earnings 

% 

confidence 

Recent 

on  1983 

buy-sell 

confidence 

momentum 

Company 

1982 

1983 

change 

factor 

price 

estimate 

opinion 

factor 

A 

Fruehauf 

$-1.58 

$3.15 

NM 

very  low 

21 'A 

7 

NA 

NA 

A 

GATX 

2.97 

3.49 

18% 

low 

27l/2 

8 

hold 

low 

A 

GTE 

4.64 

5.13 

11 

very  high 

39 

8 

buy 

high 

A 

A 

Gannett 

3.40 

3.73 

10 

high 

53% 

14 

hold 

average 

A 
▲ 

General  Dynamics 

2.48 

4.38 

77 

low 

35 

8 

buy 

average 

A 

General  Electric 

7.91 

9.06 

15 

very  high 

85  "A 

9 

buy 

average 

A 

General  Foods 

6.02 

6.65 

10 

high 

44 

7 

hold 

average 

A 

General  Mills 

5.13 

5.74 

12 

very  high 

51  'A 

9 

hold 

high 

A 

General  Motors 

3.53 

8.87 

151 

low 

54% 

6 

buy 

average 

A 

A 

General  Public  Utilities 

0.78 

1.22 

56 

very  low 

SVa 

5 

hold 

average 

A 

General  Re 

4.71 

5.35 

14 

high 

55 'A 

10 

hold 

high 

A 

General  Signal 

4.18 

4.71 

13 

average 

42% 

9 

buy 

very  high 

A 

General  Tire  &  Rubber 

2.54 

4.12 

62 

low 

275/b 

7 

buy 

very  low 

A 

A 

Genuine  Parts 

2.95 

3.47 

18 

average 

41 

12 

hold 

average 

▲ 

Georgia  Pacific 

1.04 

1.71 

64 

low 

23% 

14 

buy 

average 

A 

Getty  Oil 

8.28 

9.20 

11 

average 

60 

7 

hold 

high 

A 

Gillette 

4.43 

5.16 

16 

average 

46  Vi 

9 

hold 

low 

A 

BF  Goodrich 

1.19 

3.63 

205 

very  low 

27% 

8 

buy 

very  high 

A 

A 

Goodyear  Tire  &  Rubber 

3.00 

4.23 

41 

average 

29% 

7 

buy 

low 

A 
▲ 

Gould 

2.20 

2.93 

33 

very  high 

31'/2 

11 

sell 

very  low 

A 

WR  Grace 

6.50 

7.14 

10 

low 

41 

6 

buy 

very  low 

A 

Great  Atlantic  &  Pac  Tea 

0.65 

1.02 

57 

very  low 

8% 

9 

NA 

NA 

A 

Great  Northern  Nekoosa 

4.76 

6.02 

26 

average 

40  % 

7 

buy 

average 

A 

A 

Great  Western  Financial 

-1.37 

1.88 

NM 

very  low 

22V2 

12 

buy 

low 

A 

A 

Greyhound  Corp 

2.51 

2.89 

15 

low 

15>/2 

5 

hold 

low 

A 

Grumman 

3.09 

4.79 

55 

low 

437/8 

9 

buy 

average 

A 

Gulf  &  Western  Inds 

3.47a 

2.70 

10 

low 

16% 

6 

hold 

very  low 

A 

Gulf  Oil 

5.56 

5.86 

5 

average 

32% 

6 

hold 

very  high 

A 

A 

Gulf  States  Utilities 

2.09 

2.26 

8 

high 

13% 

6 

hold 

high 

A 

A 

Halliburton 

4.71 

5.03 

7 

low 

305/8 

6 

buy 

very  high 

A 

Hammermill  Paper 

3.86 

4.49 

16 

low 

28 

6 

hold 

average 

A 

Harris  Corp 

2.42a 

2.80 

23 

average 

38  Vs 

14 

hold 

very  high 

A 

HJ  Heinz 

4.44 

4.98 

12 

very  high 

38% 

8 

hold 

high 

A 

A 

Hercules 

2.22 

3.07 

38 

average 

27% 

9 

hold 

average 

A 

A 

Hershey  Foods 

6.23 

7.10 

14 

very  high 

48  Vi 

7 

buy 

low 

A 

Hewlett-Packard 

3.02 

3.62 

20 

high 

64  Vi 

18 

buy 

high 

A 

Holiday  Inns 

2.72 

3.47 

28 

average 

37 ''A 

11 

buy 

average 

A 

Honeywell 

10.33 

11.83 

15 

average 

90lA 

8 

hold 

very  high 

A 

A 

George  A  Hormel 

2.47 

3.60 

46 

low 

24 'A 

7 

NA 

NA 

A 

A 

Hospital  Corp  of  America 

3.00 

3.76 

25 

very  high 

53% 

14 

buy 

high 

A 

Household  International 

2.66 

3.28 

23 

average 

24  Va 

7 

hold 

very  high 

A 

Houston  Industries 

3.59 

3.78 

5 

very  high 

20V4 

5 

buy 

low 

A 

Houston  Natural  Gas 

6.46a 

6.92 

7 

average 

33% 

5 

buy 

average 

w 

T 

Hughes  Tool 

3.36 

3.26 

-3 

very  low 

19% 

6 

hold 

very  high 

A 

A 

Humana 

2.14a 

2.74 

28 

very  high 

40 

15 

buy 

high 

A 

IC  Industries 

3.78 

4.95 

31 

average 

32% 

7 

sell 

very  low 

A 

IU  International 

1.50 

2.24 

49 

high 

17 

8 

buy 

average 

A 

Ingersoll-Rand 

3.45 

4.68 

36 

very  low 

43% 

9 

hold 

very  high 

A 

A 

Inland  Steel 

-3.27 

1.58 

NM 

very  low 

25% 

16 

hold 

very  low 

A 

A 

InterFirst 

4.22 

4.71 

12 

average 

27% 

6 

buy 

very  high 

A 

International  Bus  Mach 

6.99 

8.20 

17 

very  high 

82% 

10 

buy 

very  high 

A 

International  Harvester 

-37.99 

-12.38 

NM 

very  low 

4 

NM 

sell 

high 

T 

International  Min  &  Chem 

4.96a 

3.68 

-22 

low 

34 

9 

NA 

NA 

A 

International  Multifoods 

4.52 

5.06 

12 

very  high 

29% 

6 

hold 

high 

A 

International  Paper, 

3.01 

4.28 

42 

i  

low 

48% 

1 1 

hold 

average 

A 

International  Tel  &  Tel 

4.38 

5.06 

16 

average 

30% 

6 

buy 

very  low 

A 

InterNorth 

4.67 

5.32 

14 

average 

29 

5 

sell 

very  high 

A 

Irving  Bank 

9.65 

10.58 

10 

low 

44% 

4 

hold 

very  low 

A 

Jewel  Companies 

6.43 

6.81 

6 

very  high 

46  Va 

7 

hold 

average 

•For  fiscal  years  endingjune  through  May  of  the  following  year,    a:  actual  earnings.    NA:  Not  available.    NM.  Not  meaningful 


Sources  Institutional  Brokers  Estimate  System  (IBES):  Lyric/),  Jones  &  Ryan 

Institutional  Brokers  Opinion  Surrey  <IBOS) — a  service  oj  Bankers  Trust  and  Lyncl),  Jones  &  Ryan 
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W  \3az  I  he  Prudential  Insurance  Company  ot  America,  Newark,  r 


A  PRUDENTIAL  AGENT  CAN  KEEP  YOU 
FROM  LEAVING  TOO  MUCH  OF  YOUR  ESTATE 
TO  THE  WRONG  RELATIVE. 


If  you  don't  plan  your  estate  properly, 
you  could  leave  as  much  to  Uncle 
Sam  as  you  do  to  your  family. 

Which  is  why  you  should  talk  to  a 
Prudential  agent  today,  and  get  a  free 
financial  security  review. 

It's  a  way  of  planning  for  your 
family's  future  by  taking  an  in-depth  look 
at  your  current  resources. 
Your  assets  and  income.  Your 
expenses  and  liabilities.  How 
much  you  can  save.  And  how 
you  plan  to  handle  your 
children's  education. 


By  taking  your  overall  financia 
picture  into  account,  your 
Prudential  agent  can  help  you 
maximize  the  value  of  your  estate. 
And  help  minimize  the  taxes  it 
will  incur. 

Prudential  offers  a  wide  variety  o 
insurance  plans  and  financial  services. 
Which  means  your  agent  can  hel 
you  get  the  most  for  your  mone\ 

So  talk  to  your  Prudential 
agent  today  And  give  more  of 
your  estate  to  your  family  and 
less  to  the  IRS. 


H  Prudential 


Your  Prudential  agent  knows  a  lot  more  than  insurance. 


Earnings  forecast  for  the  Forbes  500 


— Estimated 

earnings  per 

share  *— 

Estimate 

P/E  based 

— Analysts'  ratings — 

Earnings 

/o 

confidence 

Recent 

on  1983 

buy-sell 

confidence 

momentum 

Company 

1982 

1983 

change 

(actor 

price 

estimate 

opinion 

factor 

A 

Johnson  &  Johnson 

$2.79 

$  3.37 

21% 

average 

43% 

13 

buy 

high 

A 

Johnson  Controls 

3.73 

4.11 

10 

average 

30 

7 

buy 

very  low 

▼ 

Joy  Manufacturing 

4.46 

3.46 

-22 

very  low 

2578 

7 

hold 

low 

A 

K  mart 

2.17 

2.73 

26 

average 

23% 

9 

hold 

very  high 

A 

Kaiser  Alum  &  Chem 

-1.85 

0.87 

NM 

very  low 

14% 

17 

sell 

average 

A 

Kellogg 

3.00 

3.32 

11 

very  high 

27% 

8 

sell 

average 

A 

Kemper 

5.72 

6.23 

9 

low 

34% 

6 

hold 

high 

A 

Kerr-McGee 

3.71 

4.24 

14 

low 

34 

8 

buy 

very  high 

A 

Kidde 

3.92 

4.36 

11 

high 

22 

5 

buy 

high 

A 

Kimberly-Clark 

9.15 

9.69 

6 

average 

77 

8 

buy 

low 

A 

Knight-Ridder  Newspapers 

3.13 

3.71 

19 

high 

4VA 

11 

hold 

very  high 

A 

Koppers 

0.77 

1.56 

103 

low 

14% 

9 

sell 

high 

A 

Kroger 

5.18 

5.87 

13 

average 

44'/2 

8 

hold 

very  low 

A 

LTV 

-0.49 

1.60 

NM 

very  low 

11 

7 

hold 

low 

A 

Lear  Siegler 

4.16a 

4.24 

2 

high 

34  Vi 

8 

buy 

average 

A 

Levi  Strauss 

3.10 

4.29 

38 

average 

33  Vi 

8 

buy 

very  low 

A 

Eli  Lilly 

5.49 

6.31 

15 

very  high 

60% 

10 

hold 

high 

A 

Lincoln  National 

6.15 

6.99 

14 

average 

437/8 

6 

hold 

average 

T 

Litton  Industries 

7.54a 

7.41 

-2 

average 

55% 

7 

hold 

very  low 

A 

Lockheed 

9.98 

11.14 

12 

high 

82% 

7 

buy 

low 

A 

Long  Island  Lighting 

2.62 

2.66 

2 

very  high 

17% 

7 

hold 

very  high 

A 

Louisiana  Land  &  Explor 

2.39 

2.90 

21 

low 

23% 

8 

sell 

low 

A 

Lucky  Stores 

1.88 

2.26 

20 

average 

15% 

7 

buy 

very  low 

A 

MCA 

6.60 

6.83 

3 

average 

72% 

11 

hold 

low 

A 

RH  Macy 

4.11a 

4.65 

13 

average 

524/4 

11 

buy 

very  high 

A 

Malone  &  Hyde 

1.76a 

1.98 

13 

average 

23% 

12 

NA 

NA 

A 

Manufacturers  Hanover 

7.47 

8.02 

7 

average 

39% 

5 

hold 

high 

A 

Manville 

-0.44 

1.09 

NM 

very  low 

5% 

5 

sell 

low 

A 

MAPCO 

3.11 

3.69 

19 

low 

28% 

8 

sell 

very  low 

A 

Marriott 

3.50 

4.41 

26 

very  high 

51% 

12 

buy 

average 

A 

Martin  Marietta 

3.45 

4.96 

44 

average 

42 

8 

hold 

low 

A 

Mattel 

3.70 

3.93 

6 

average 

21% 

6 

hold 

low 

A 

May  Department  Stores 

4.65 

5.28 

14 

high 

37V4 

7 

buy 

very  high 

T 

McDermott 

3.28 

2.88 

-12 

very  low 

19 

7 

hold 

low 

A 

McDonald's 

5.05 

5.85 

16 

very  high 

59% 

10 

buy 

low 

A 

McDonnell  Douglas 

5.30 

6.08 

15 

average 

42% 

7 

hold 

high 

A 

McGraw-Edison 

3.77 

4.79 

27 

average 

34 

7 

buy 

high 

A 

McGraw-Hill 

4.49 

5.20 

16 

very  high 

66 

13 

buy 

low 

A 

Mead 

0.00 

1.96 

NM 

very  low 

19Va 

10 

sell 

average 

A 

Mellon  National 

6.81 

7.36 

8 

very  high 

44 

6 

buy 

average 

A 

Melville 

5.80 

6.76 

17 

high 

63 

9 

buy 

high 

A 

Mercantile  Stores 

10.86 

12.40 

14 

very  high 

91% 

7 

buy 

very  low 

A 

Merck  &  Co 

5.86 

6.75 

15 

high 

82'/a 

12 

buy 

high 

A 

Midcon 

4.53 

5.14 

13 

average 

28 

5 

hold 

average 

A 

Middle  South  Utilities 

2.36 

2.50 

6 

very  high 

15 

6 

sell 

low 

A 

Minnesota  Mining  &  Mfg 

5.67 

6.74 

19 

average 

74% 

11 

buy 

low 

A 

Missouri  Pacific 

11.71 

13.08 

12 

high 

78 

6 

buy 

very  high 

A 

Mobil 

3.82 

4.93 

29 

average 

26% 

5 

buy 

very  high 

A 

Monsanto 

9.44 

11.52 

22 

average 

82% 

7 

buy 

high 

A 

JP  Morgan 

10.07 

10.89 

8 

average 

68 '/2 

6 

buy 

very  high 

▼ 

Morrison-Knudsen 

3.81 

3.69 

-3 

low 

25% 

7 

buy 

very  low 

A 

Motorola 

4.78 

6.43 

35 

average 

85  Vs 

13 

hold 

very  high 

A 

Murphy  Oil 

4.24 

4.68 

10 

average 

26 

6 

buy 

very  low 

A 

NCR 

7.79 

9.31 

20 

average 

79% 

9 

hold 

high 

A 

NBD  Bancorp 

5.86 

6.39 

9 

high 

27% 

4 

NA 

NA 

T 

NL  Industries 

4.13 

3.72 

-10 

low 

20% 

5 

hold 

low 

A 

Nabisco  Brands 

4.76 

5.34 

12 

very  high 

40>/2 

8 

hold 

average 

A 

National  Can 

2.98 

3.35 

12 

low 

19% 

6 

sell 

high 

A 

National  Distil  &  Chem 

2.75 

3.42 

24 

low 

25% 

8 

hold 

high 

'For  fiscal  years  ending  June  through  May  of  the  following  year,    a:  actual  earnings    NA:  Not  available    NM:  Not  meaningful 


Sources  Institutional  Brokers  Estimate  System  IIBES).  Lynch,  Jones  &  Ryan 

Institutional  Brokers  Opinion  Sun  <ey  (I BOS) — a  sen  ice  of  Bankers  Trust  and  lynch,  Jones  &  Ryan 
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ONLY  EMERY  A.M.  DELIVERS 
YOUR  SMALL.YOUR  RIG, 
AND  YOUR  IN-BETWEEN 
TO  MOST  OF  AMERICA 

THE  VERY  NEXT  MORNING. 


Emery  A.M.  Service  can  make  your  tough  job  a  lot  easier. 
Instead  of  having  to  call  different  shipping  companies  for  shipping  different  sizes, 

you  can  make  one  call  to  Emery  to  deliver  them  all. 
Big  shipments,  small  envelopes,  or  in-between  packages.  Emery  A.M.  Service 
takes  virtually  any  size  from  ounces  to  tons  and  schedules  delivery 
to  most  of  America  the  very  next  morning. 
Its  a  great  service,  and  only  one  company  can  deliver  it.  Emery. 
When  you've  got  a  tough  job  and  you  want  to  make  it  easier,  call  Emery  Worldwide. 


EMERY  A.M 

Any  size.  On  time.  For  sure 


For  complete  details  on  the  full  range  of  Emery  serv  ices,  consult  Emery's  Service  Guide 
or  call  Emery  Worldwide,  listed  in  the  White  Pages.  ©  Emery  Worldwide  1982 


WORLDWIDE 


Bells  adding 

new  dimensions  to 
Dimension. 

Bell  keeps  the  benefits  coming.  You  start  with  a  highly  flexible  system  for  as  few  as 
)  telephones,  as  many  as  25,000.  Step  by  step,  as  needs  require,  you  add  the  specialized  software 
nctions  Bell  now  makes  available  to  those  with  new  or  existing  Dimension ®  PBXs. 

Add  Data  Switching  and  you  integrate  voice 
d  data  communications,  transmitting  data  at  rates  up  to  9.6 
obits  per  second  without  costly  adapters  (modems). 

Add  the  Message  Center  and  calls  get  answered 
ofessionally,  messages  get  delivered  promptly,  itineraries 

and  directories  are  kept  up  to  date, 
productivity  rises. 

Add  Energy  Management 
as  an  adjunct  system  that  can  cut  your 
building's  energy  consumption  up  to 
20%  or  more.  Then,  as  improved 

productivity  and  cost  effectiveness 

expand  your  business,  add  the        Now  one  system  for  both  voice  and  data. 

Distributed  Communications  System  to  spread  the  benefits  of 
advanced  communications  to  multiple  locations— while  retaining 
centralized  control. 
.  y£         With  Dimension  PBX  you  have  today's  best-selling 
h  |  communications  system.  You  have  a  way  to  make  functional 


■4. 


ifSi-C'   advances  without  the  expense  and  disruption  of  new  installations. 
Vl      And  when  Bell  introduces  its  next  generation  of  systems,  you 
can  carry  over  many  of  these  benefits  without  changing  operations 
or  retraining  your  people. 

Learn  how  Bell's  new  advancements  can  keep  the  benefits 
coming  for  your  business.  Call  your  Bell  System  Account  Executive. 

Energy  Management  can  monitor  a 
variety  of  equipment  for  a  variety  of  businesses. 


The  knowledge  business 


Earnings  forecast  for  the  Forbes  500 


— Estimated 

earnings  per 

share* — 

Estimate 

P/E  based 

— Analysts'  ratings — 

Earnings 

% 

confidence 

Recent 

on  1983 

buy-sell 

confidence 

momentum 

Company 

1982 

1983 

change 

factor 

price 

estimate 

opinion 

factor 

A 

National  Semiconductor 

$0.82 

$2.14 

161% 

very  low 

24'/4 

11 

hold 

average 

▲ 

National  Steel 

-6.90 

1.37 

NM 

very  low 

16% 

12 

sell 

low 

A 

Natomas 

3.48 

4.38 

26 

average 

19% 

4 

hold 

very  high 

A 

New  England  Electric  Sys 

4.36 

4.51 

3 

high 

29'/2 

7 

hold 

very  high 

A 

Niagara  Mohawk  Power 

2.54 

2.63 

4 

average 

15% 

6 

hold 

average 

A 

NICOR 

4.67 

5.64 

21 

average 

28% 

5 

hold 

high 

A 

Norfolk  Southern 

7.92 

9.33 

18 

average 

64% 

7 

buy 

average 

A 

North  American  Philips 

5.85 

6.93 

18 

low 

46% 

7 

NA 

NA 

A 

Northeast  Utilities 

1.75 

1.84 

5 

average 

11% 

6 

hold 

low 

A 

Northern  Indiana  Pub  Svc 

1.52 

1.82 

20 

average 

12% 

7 

hold 

average 

A 

Northern  States  Power 

4.49 

4.66 

4 

high 

29V8 

6 

buy 

very  high 

A 

Northrop 

-0.03 

6.95 

NM 

low 

74% 

11 

buy 

average 

A 

Northwest  Airlines 

0.83 

2.80 

237 

low 

39% 

14 

buy 

average 

A 

Northwest  Bancorporation 

4.35 

4.75 

9 

high 

25% 

5 

hold 

high 

A 

Northwest  Energy 

3.59 

4.14 

13 

low 

17% 

4 

hold 

low 

T 

Northwest  Industries 

10.13 

8.13 

-20 

very  low 

40  % 

5 

sell 

very  low 

A 

Norton 

3.56 

4.52 

27 

low 

30% 

7 

buy 

very  high 

A 

Norton  Simon 

2.42a 

2.79 

15 

low 

23% 

8 

hold 

high 

A 

Occidental  Petroleum 

2.62 

3.31 

26 

very  low 

22 

7 

hold 

average 

A 

Ogden 

3.45 

4.16 

21 

average 

25% 

6 

buy 

average 

A 

Ohio  Edison 

2.10 

2.21 

5 

high 

14% 

7 

sell 

average 

A 

Olin 

3.06 

4.03 

32 

high 

22% 

6 

hold 

very  high 

A 

ONEOK 

4.88a 

5.43 

11 

average 

29% 

5 

sell 

very  high 

A 

Owens-Corning  Fiberglas 

0.57 

2.11 

270 

very  low 

29% 

14 

sell 

average 

A 

Owens-Illinois 

3.64 

4.25 

17 

high 

26% 

6 

hold 

low 

A 

PPG  Industries 

4.58 

5.90 

29 

average 

49% 

8 

hold 

high 

A 

PACCAR 

3.67 

8.82 

140 

average 

69% 

8 

buy 

average 

T 

Pacific  Gas  &  Electric 

4.66 

4.57 

-2 

high 

28 

6 

buy 

high 

A 

Pacific  Lighting 

4.40 

5.02 

14 

average 

28% 

6 

hold 

very  low 

A 

Pacific  Power  &  Light 

2.98 

3.16 

6 

high 

21 

7 

hold 

very  high 

A 

Pan  American  World  Airways 

-2.35 

-0.71 

NM 

very  low 

3 

NM 

sell 

low 

A 

Panhandle  Eastern 

6.05 

6.32 

4 

average 

30% 

5 

hold 

average 

A 

Parker-Hannifin 

2.12a 

2.34 

10 

very  low 

20% 

9 

hold 

high 

A 

Parsons 

2.30 

2.44 

6 

high 

22% 

9 

hold 

average 

A 

Penn  Central 

3.24 

3.72 

15 

low 

28% 

8 

NA 

NA 

A 

JC  Penney 

5.86 

6.66 

14 

high 

51% 

8 

buy 

high 

A 

Pennsylvania  Power  &  Light 

3.34 

3.40 

2 

very  high 

21% 

6 

hold 

average 

A 

Pennzoil 

3.43 

4.18 

22 

average 

34 

8 

hold 

low 

A 

Peoples  Energy 

1.51 

1.65 

9 

NA 

9% 

6 

hold 

average 

A 

PepsiCo 

4.11 

4.69 

14 

average 

43% 

9 

buy 

average 

A 

Perkin-Elmer 

1.45a 

1.75 

21 

low 

28% 

16 

hold 

high 

A 

Petrolane 

2.02 

2.15 

6 

high 

13% 

6 

hold 

low 

A 

Pfizer 

4.44 

5.43 

22 

average 

70% 

13 

buy 

very  high 

A 

Phelps  Dodge 

-3.07 

1.16 

NM 

very  low 

27% 

23 

hold 

high 

A 

Phibro-Salomon 

4.13 

5.24 

27 

low 

48% 

9 

hold 

low 

A 

Philadelphia  Electric 

2.34 

2.41 

3 

high 

17 

7 

sell 

very  high 

A 

Phillip  Morris 

6.41 

7.52 

17 

very  high 

61 

8 

buy 

very  high 

A 

Phillips  Petroleum 

4.41 

5.12 

16 

average 

34% 

7 

buy 

high 

A 

Pillsbury 

6.46 

7.20 

11 

average 

49 

7 

hold 

low 

A 

Pioneer  Corp 

2.59 

3.46 

34 

low 

21% 

6 

hold 

low 

A 

Pitney  Bowes 

4.50 

5.42 

20 

very  high 

44% 

8 

buy 

low 

A 

Pittston 

1.22 

1.70 

39 

very  low 

14%  • 

8 

sell 

very  low 

A 

Pneumo 

4.65 

5.43 

17 

average 

45% 

8 

buy 

very  high 

A 

Polaroid 

1.71 

2.64 

54 

low 

24% 

9 

sell 

average 

A 

Pnmai  k 

a  n  i 

1  ft 

15 

average 

17 

O 

buy 

low 

A 

Procter  &  Gamble 

9.39a 

10.55 

12 

very  high 

114% 

11 

hold 

average 

A 

Public  Service  Co  Colo 

2.27 

2.39 

5 

very  high 

16 

7 

hold 

high 

A 

Public  Service  E&G 

3.25 

3.36 

3 

high 

227s 

7 

hold 

high 

A 

Quaker  Oats 

5.81a 

6.28 

8 

high 

46% 

7 

buy 

high 

•For  fiscal  years  ending  June  through  May  of  the  following  year    a:  actual  earnings    NA:  Not  available    NM:  Not  meaningful. 


Sources:  Institutional  Brokers  Estimate  System  tIBES).  Lyticl),  Jones  &  Ryan 

Institutional  Brokers  Opinion  Survey  l/BOS) — a  sen  ice  of  Bankers  Trust  and  Lynch,  Jones  &  Ryan 
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"THE  COMMODORE  64  COULD  BE 
THE  MICROCOMPUTER  INDUSTRY'S 
OUTSTANDING  NEW  PRODUCT 

INTRODUCTION  SINCE 
THE  BIRTH  OF  THIS  INDUSTRY." 

-SHE ARSON/AMERICAN  EXPRESS 


The  Commodore  64™  to  judge  from  the  above 
comment  is  generating  as  much  excitement  among 
the  people  who  invest  in  companies  as  it  is  among  the 
people  who  run  them. 

The  reason  for  this  is  that  for  the  first  time,  high- 
level  computer  power  is  limited  only  by  the  inclination 
to  have  it,  rather  than  the  means. 
HALF  THE  COST  =  TWICE  THE  PRODUCTIVITY. 

This  simple  equation  reflects  the  Commodore  64's 
most  basic— and  outstanding— qualifications. 

Its  standard  memory  is  64K.  Which  is  unusual 
enough  in  a  micro  at  any  price. 

At  $595,  it  is  astonishing. 

Compared,  for  example,  with  the  Apple  II +® 
the  Commodore  64  offers  33%  more  power  at  con- 
siderably less  than  50%  of  the  price. 

Compared  with  anything  else,  it's  even  more 
impressive. 

And  if  you're  a  businessman,  it  can  effectively 
double  your  computer-equipped  work  force. 

PILE  ON  THE  PERIPHERALS. 

Because  the  basic  cost  of  the  Commodore  64 
is  so  low,  you  can  afford  more  peripherals  for  it.  Like 
disk  drives,  printers  and  a  telephone  modem. 

For  about  the  price  of  an  Apple  11+  computer 
alone,  you  could  equip  your  company  with  a  Commodore 
64,  disk  drive,  printer  and  modem. 

HARD  FACTS  ABOUT  SOFTWARE. 

The  Commodore  64  will  be  able  to  run  virtually 
any  program  important  to  business  and  industry. 

Commodore  software  will  include  an  electronic 
spreadsheet;  business  graphics  (including  printout);  a 
user-definable  diary /calendar;  word  processing;  mailing 
lists;  an  electronic  mail  program;  and  much  more. 

Even  programs  that  can  teach  operators  how 
to  program. 

It  is  programmable  in  BASIC. 

With  the  added  CP/M®  option,  you  can  have 
access  to  hundreds  of  existing  software  packages. 

In  short,  its  applications  are  virtually  limitless. 
THE  FUN  SIDE  OF  POWER. 

The  Commodore  64  can  become  very  playful  at 
a  moment's  notice. 

You  can  use  it  with  Commodore's  game  cartridges 
or  invent  your  own  diversions.  All  will  be  enhanced 
by  brilliant  video  quality  and  high  resolution  graphics 
(320  x  200  pixels,  16  available  colors,  3D  Sprite 
graphics),  plus  its  own  unique  music  synthesizer. 

CP/M'  is  a  registered  trademark  of  Digital  Research,  Inc  'Manufacturer's  suggested  retail  price  July  1.  1982  Disk  drives,  printers  and  monitors  are  not  included  in  price  The  64's  price  may  change  without  notice 


COMMODORE  64.0NLY$595. 


NOWS  YOUR  CHANCE. 
If  vou've  been  waiting  for  the  "computer  revo- 
lution," consider  it  as  having  arrived. 

Through  its  25  years  of  existence,  Commodore 
has  been  committed  to  delivering  better  products  at 
lower  prices. 

Today,  the  company's  vertical  integration  has 
resulted  in  the  Commodore  64's  price  performance 
breakthrough  heralded  by  Shearson/American  Express. 

So  if  you  run  a  company,  you  couldn't  make  a 
more  cost-efficient  capital  investment. 

For  more  information,  contact  your  local 

Commodore  dealer,  or  send  in  this  coupon. 

i  

Commodore  Business  Machines/Personal  Systems  Division 
P.O.  Box  500,  Conshohocken,  Pennsylvania  19428 

Please  send  me  more  information  on  the  Commodore  64.'" 

Name  


Title  

Address. 

City  

Zip  


.  Company. 


.State_ 


.Telephone. 


£ S  commodore 

v  COMPUTER 


Earnings  forecast  for  the  Forbes  500 


— Estimated  earnings  pet  share* —    Estimate  P/E  based     — Analysts'  ratings — 


Earnings 

% 

confidence 

Recent 

on  1983 

buy-sell 

confidence 

momentum 

Company 

1982 

1983 

change 

factor 

price 

estimate 

opinion 

factor 

A 

RCA 

tr  l  qq 

i  >i  7 
3)2.4/ 

ICO/ 

25  /o 

average 

1  C  1/ 

25V8 

l  n 
1U 

hold 

low 

A 

Ralston  Purina 

1  71 

l, fa 

1  H/1 
2.U4 

1  Q 

18 

kink 

high 

16  '/g 

Q 
0 

buy 

high 

▼ 

Raymond  International 

1  71 

1.71 

1    C  7 

1.57 

a 

-8 

average 

in/ 

12% 

o 

8 

hold 

very  high 

A 

Raytheon 

1  OQ 

o.yo 

/I  CI 

4.52 

1  A 

14 

kink 

high 

A  Q 

48 

1 1 
1 1 

hold 

average 

A 

Republic  Airlines 

-0.65 

1.13 

NM 

very  low 

6 

5 

hold 

very  low 

A 

Republic  Steel 

— iu.20 

1  /II 
1 .42 

INM 

average 

1  71/. 
1  /  '/8 

1 1 

12 

coll 

sell 

very  low 

A 

KepuDlicrJank  Corp 

C  7C1 

o./y 

/£  A  1 

0.41 

i  i 
1 1 

NT  A 
IN  A 

11 

32 

c 
5 

hold 

high 

A 
▲ 

Revco  D5> 

1  Q  7 

3.39 

1  o 
18 

very  high 

43'74 

1 1 
13 

hold 

low 

A 

Revlon 

T    1  C 

3.15 

3  7Q 
3./8 

in 
2(J 

average 

in 
2y 

o 
8 

hold 

very  high 

A 

Rexnord 

0.22 

1.03 

368 

very  low 

12'/4 

12 

buy 

very  low 

A 

K.f  Keynoius 

7  iC7 

1  .Of 

C  30 

o.oo 

y 

high 

56 

7 

/ 

buy 

high 

A 

Reynolds  Metals 

n  7c 

U. /5 

i  nn 
2.U9 

1  7Q 

i  /y 

very  low 

247b 

1  1 

12 

sell 

average 

A 

A 

Ri  chardson-  Vicks 

1  7/1 « 

2. /4a 

1/17 

3.4/ 

1  7 

2/ 

kink 

high 

io 

Q 

8 

hold 

very  high 

A 

Roadway  Services 

1  70 

3.78 

a  /  n 

4.60 

11 

22 

average 

C  7 

57 

12 

sell 

average 

A 

Rockwell  International 

4.28 

5.01 

17 

very  high 

43 

9 

hold 

average 

A 

Rohm  &  Haas 

6.2U 

/  .oy 

i/i 

24 

average 

/U  V2 

o 
y 

noid 

very  high 

A 

Ryder  System 

1  O/i 

o.Vo 

a  on 
4.SU 

1 1 
21 

high 

/I  C  1/ 
45  V8 

Q 

y 

buy 

low 

A 

A 

SCiYV 

3.01a 

4.71 

56 

average 

1  n«;/ 

295/8 

5 

hold 

very  low 

A 

Safeco 

c  i  c 

5.35 

cm 
5.91 

i  n 
1U 

low 

/111/ 
43  V8 

7 

/ 

hold 

low 

A 

Safeway  Stores 

4.96 

5.48 

10 

average 

427/8 

8 

hold 

very  low 

A 

at  Paul  Cos 

□  i  i 
8.23 

O  f  / 

8.66 

5 

average 

cn  i  / 

59V8 

7 

/ 

buy 

average 

A 

at  Regis  raper 

1  07 

l.y7 

10  1 

2.81 

/i  i 
43 

very  low 

1  C  1  / 

25  V8 

9 

U  ,1  A 

hold 

very  high 

▼ 

san  Diego  l»as  &  tlectnc 

1  7/1 

2./ 4 

i  £/i 
2.64 

yl 

—4 

high 

1  / 

6 

hold 

low 

A 

Santa  Fe  Industries 

o  /i  1 
2.43 

ill 
1 1 

1 Q 

28 

low 

111/ 

23 'A 

7 

1 

buy 

very  high 

A 

Schering-Plough 

3.57 

3.96 

11 

very  high 

37% 

10 

hold 

very  high 

A 

Scott  Paper 

117 

2.1  / 

1  Z  7 

2.6/ 

1 1 
23 

low 

in 
20 

7 

7 

„  1 1 
sell 

low 

A 

Seafirst  Corp 

n  7Q 

1  1  c 
o.25 

NT1VA 
INM 

very  low 

16V2 

0 

nolo 

low 

A 

A 

Sears,  Roebuck 

2.o5 

1  71 
2.  /o 

16 

average 

1  7S/. 

2  /  78 

i  n 
1U 

noid 

average 

A 

Security  Pacific 

7  11 

7.31 

7  nn 

7.90 

o 
8 

high 

/111/ 

43 'A 

5 

hold 

high 

A 

Shell  Oil 

5.15 

5.78 

12 

average 

44l/4 

8 

hold 

very  high 

A 

Sherwin-Williams 

1  £7 

3.6/ 

A  CA 

4.54 

1  A 

24 

average 

17 

51 

o 
8 

hold 

low 

A 

Signal  Cos 

1  77 

1.77 

1  Q1 

2.82 

cn 
59 

low 

us/ 
22Y8 

o 
8 

buy 

k;  «k 

high 

A 

A 

Singer 

U.56 

111 
2.31 

ill 
313 

very  low 

l  <£S/ 
16:78 

7 

1 

buy 

very  low 

T 

Smith  International 

/I  1  1 

i  nn 
3.99 

—6 

very  low 

1  /I 

24 

6 

hold 

kink 

high 

A 

SmithKline-Beckman 

5.75 

6.87 

19 

very  high 

74% 

11 

buy 

high 

A 

COM  A  T 

c  nn 
5.UU 

C  /£7 
5.6/ 

1 1 

13 

very  high 

ins/ 

OU/8 

c 
5 

buy 

very  high 

A 

Southern  California  Edison 

/i  on 
4.yu 

C  CQ 
5.58 

l  /l 
14 

very  high 

117/, 

6 

buy 

high 

A 

A 

Southern  Company 

117 

2.1  / 

1  1  o 

2.iy 

i 
1 

average 

1  C3/ 
15V8 

7 

/ 

hOld 

high 

A 

Southern  Pacific 

i/ii 
o.42 

/ICQ 

4.58 

l/l 
o4 

very  low 

/111/ 
41  V4 

Q 

y 

coll 

sen 

very  high 

A 

Southland 

4.43 

5.02 

13 

very  high 

42 '/i 

8 

hold 

average 

A 

Sperry  Corp 

/i  ni 
4.U2 

/I  Q1 

4.82 

in 
2U 

low 

1 03/ 
28V8 

/£ 

6 

coll 

sell 

low 

A 

Square  I) 

2.89 

i  lit 
3.36 

16 

average 

111/ 
31  V7 

y 

hold 

kink 

high 

A 

A 

Squibb 

1  (VI 

3.UU 

3.47 

16 

very  high 

A  A  1  / 

44  Vs 

1 1 

13 

hold 

average 

A 

AE  Staley  Manufacturing 

2.yo 

i  no 

i 
o 

very  low 

1  OlA 

iy  /2 

< 
6 

noiu 

low 

A 

Standard  Oil  (California) 

3.92 

5.25 

34 

low 

35 

7 

buy 

very  high 

A 

Standard  Oil  (Indiana) 

c  nc 
6.U5 

c  n/i 

o.y4 

1  c 

15 

average 

A£ 
46 

7 

/ 

buy 

very  high 

A 

standard  UU  (Unio) 

7  A  C 
/  .40 

/.66 

i 
3 

high 

mi/ 

c 
5 

buy 

very  high 

A 

A 

Stauffer  Chemical 

1  nn 

2.99 

i  /i  n 
3.49 

1  / 

average 

1  A  V 

24J/4 

7 

/ 

hold 

very  high 

A 

Sterling  Drug 

2.21 

1   C  /I 

2.54 

15 

kink 

high 

1  0 

28 

1  1 
1  1 

hold 

very  high 

A 

IP  Stevens 

1.40 

2.23 

59 

very  low 

18 

8 

sell 

low 

A 

C  A.  „  _       p,       CLrt«A     /"^  _ 

atop  <&  shop  Cos 

0.54 

7  7C 

1  Jo 

i  n 
19 

very  high 

C/1  1/ 

54  V4 

7 

1 

NT  A 
IN  A 

NT  A 
INA 

A 

A 

Sun  Inc 

4.66 

C  iCl 

5.63 

1 1 
21 

average 

ljt7/ 

36 7s 

7 

/ 

noio 

average 

A 

Super  Valu  Stores 

i  no 

1.98 

i  ii 
2.32 

1  7 

17 

kink 

high 

1  /I  */ 

24% 

i  1 
1  1 

NT  A 
INA 

NT  A 
INA 

A 

Superior  Oil 

2.50 

2.88 

15 

average 

32 

11 

hold 

low 

A 

Supermarkets  General 

4.23 

4.74 

12 

high 

35  V* 

7 

buy 

high 

A 

Swift  Independent 

5.09 

5.30 

4 

average 

235/s 

4 

NA 

NA 

A 

Sysco 

1.71a 

2.02 

18 

very  high 

33% 

17 

hold 

average 

A 

TRW 

5.90 

7.04 

19 

high 

645/8 

9 

hold 

average 

A 

Tandy  Corp 

2.17a 

2.75 

27 

average 

43% 

16 

buy 

high 

'For  fiscal  years  ending  June  through  May  of  the  following  year    a:  actual  earnings    NA:  Not  available.    NM:  Not  meaningful 

Sources:  Institutional  Brokers  Estimate  System  (IBES),  Lynch,  Jones  &  Ryan. 
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Earnings  forecast  for  the  Forbes  500 


— Estimated  earnings  per  share" — 

Estimate 

P/E  based 

— Analysts'  tatings — 

Earnings 

% 

confidence 

Recent 

on  1983 

buy-sell 

confidence 

momentum 

Company 

1982 

1983 

change 

factor 

price 

estimate 

opinion 

factor 

▲ 

i  eieuy  nc 

$16.33 

$18.91 

16% 

average 

lOD 

7 

I 

buy 

high 

A 

A 

i enneco 

5.60 

6.34 

13 

average 

1A 

o4 

c 

5 

hold 

average 

A 

▲ 

Tesoro  Petroleum 

2.62 

4.20 

60 

very  high 

i  7 

1  / 

4 

NA 

NA 

A 

A 

1 CAaLU 

5.52 

6.42 

16 

low 

21  s/ 

c 
D 

\j  p*t~\j  nitrn 
vciy  HAfyti 

A 

Texas  Com m  Bancshares 

—  

5.35 

5.89 

10 

average 

38  % 

6 

buy 

average 

A 

Texas  Eastern 

8.21 

9.49 

16 

average 

C  f  1  / 
DOV4 

6 

hold 

average 

A 

▲ 

Texas  Oas  Transmission 

5.84 

6.61 

13 

average 

oU78 

c 
3 

hold 

very  high 

A 

A 

Tf>Yic  Tnctnimpntc 
1  t.\d>  lll9iruiilcilla 

5.84 

9.24 

58 

low 

1  18/8 

lo 

buy 

high 

A 

A 

xexas  vjii  c*-  vras 

2.60a 

3.34 

28 

average 

2C3/ 
OD74 

1  1 
1  1 

buy 

aVCl  agC 

A 

Texas  Utilities 

3.70 

3.89 

5 

very  high 

25 

6 

buy 

high 

A 

A 

l  ex  iron 

2.34 

3.25 

39 

low 

ZO'/2 

o 
e 

hold 

high 

A 

A 

Tiger  International 

-2.41 

-0.61 

NM 

very  low 

33/ 
OV4 

1NM 

sell 

very  low 

A 

A 

iiiiit  lot 

2.66 

3.41 

28 

average 

*f  I V8 

buy 

average 

A 
▲ 

'  1  itn  etc  W  i  rnw 

x  imc5>  iviixrur 

3.74 

4.74 

27 

average 

jB/8 

1  T 
1Z 

buy 

A 

Timken 

4.12 

5.84 

42 

very  low 

52% 

9 

hold 

very  low 

A 

A 

Tosco 

1.44 

2.32 

61 

very  low 

10 

7 

NA 

very  high 

A 

A 

l  ran  a  v*onu 

1.23 

3.66 

198 

very  low 

7 

buy 

average 

A 

A 

Trans  am  erica 

3.33 

3.83 

15 

average 

Til/, 

O 

buy 

average 

A 

A 

'  1  VMM  CAM  PtlOfini 

i  ransco  energy 

6.28 

6.80 

8 

average 

17 

c 

J 

hold 

<X  V  1 1  dgC 

A 

Travelers 

3.70 

4.16 

12 

average 

11   

24% 

6 

hold 

average 

A 

A 

T  T  A  T 
UAL 

-1.55 

2.32 

NM 

very  low 

1  7 

LI 

1Z 

hold 

average 

A 

A 

T  TCP  Ci  p 

4.44 

5.20 

17 

very  low 

AZ 

o 

sell 

average 

A 

A 

union  Ldinp 

5.38 

6.43 

20 

average 

A1  3/. 

hold 

low 

A 

A 

Union  Carbide 

6.37 

8.28 

30 

average 

D  / 

7 

hold 

vprv  IlipH 

A 

Union  Electric 

2.11 

2.18 

3 

very  high 

13% 

6 

sell 

low 

A 

A 

union  wii  vvO  oi  v^aiii 

4.62 

5.19 

12 

high 

OLr/4 

0 

buy 

very  high 

A 

Union  Pacific 

3.81 

4.90 

29 

average 

1U 

hold 

average 

A 

A 

umroyai 

0.73 

1.46 

100 

low 

Q5A 
7/8 

7 

f 

buy 

very  low 

A 

A 

United  Energy  Resources 

7.87 

8.67 

10 

average 

^1  1A 

O  1  /4 

A 

hold 

low 

A 

USAir 

2.84 

3.48 

23 

low 

25% 

7 

buy 

average 

A 

A 

 7-  

United  States  Gypsum 

2.31 

3.51 

52 

low 

4DV4 

buy 

average 

A 

A 

unneu  sraies  ateei 

-0.71 

2.62 

NM 

very  low 

Z 1  78 

o 

o 

sell 

low 

A 

United  Technologies 

6.60 

7.65 

16 

average 

t>0'74 

7 

1 

buy 

high 

A 

A 

unneu  i  eiecouiniunicaiiuns 

2.75 

3.04 

11 

high 

Z  1  72 

7 

buy 

average 

A 

Upjohn 

4.77 

5.32 

12 

average 

51% 

10 

sell 

high 

A 

A 

— —  "  

Valero  Energy 

3.34 

4.18 

25 

low 

00  1A 
ZZV2 

c 
D 

hold 

very  low 

A 

A 

Virginia  Electric  &  Power 

2.10 

2.25 

7 

high 

1  A  1A 

o 

hold 

average 

A 

A 

wai-iviart  stores 

1.71 

2.27 

33 

high 

/I  ALA 
*RJ  /8 

IB 

buy 

low 

▼ 

Walgreen 

3.73a 

3.32 

-1 1 

very  high 

QniA 

JU74 

ID 

hold 

vprv  low 

A 

Jim  Walter 

0.29a 

1.27 

338 

very  low 

30% 

24 

hold 

average 

A 

—  ; — ;  

Warner  Communications 

5.43 

6.66 

23 

high 

Do'/a 

Q 

buy 

average 

A 

Warner-Lambert 

2.16 

2.50 

16 

very  high 

1  75/, 
Z/3/8 

1 1 

sell 

very  high 

A 

A 

Wells  Fargo 

5.42 

5.84 

8 

low 

zy°/8 

D 

hold 

very  high 

A 

A 

West  Point-Pepperell 

4.01a 

4.44 

11 

low 

if. 

0 

o 

hold 

vprv  low 

A 

Westinghouse  Electric 

4.98 

5.58 

12 

high 

36% 

7 

buy 

high 

A 

A 

Westvaco 

2.48 

3.18 

28 

low 

0£1A 

D 
O 

hold 

average 

A 

Weyerhaeuser 

1.13 

2.23 

97 

low 

111/ 
OO  72 

lo 

hold 

high 

A 

A 

Wheelabrator-Frye 

5.25 

5.67 

8 

average 

H-O  /S 

Q 
O 

buy 

low 

A 

wninpooi 

3.65 

4.31 

18 

average 

/10  1/ 

4ZV4 

1U 

hold 

low 

A 

White  Consolidated  Inds 

2.20 

3.21 

46 

very  low 

33% 

10 

hold 

very  low 

A 

WnittaKer 

4.14 

4.74 

14 

low 

O  C3/ 

c 
D 

buy 

average 

A 

Williams  Cos 

1.33 

1.96 

47 

very  low 

1  Q 

lo 

Q 

sell 

low 

A 

A 

Winn-Dixie  Stores 

4.18a 

4.54 

9 

very  high 

ACL 

i  n 

1U 

sell 

average 

A 

Wisconsin  Electric  Power 

3.43 

3.61 

5 

high 

24% 

7 

buy 

high 

A 

Witco  Chemical 

3.49 

4.35 

25 

average 

26% 

6 

buy 

high 

A 

FW  Woolworth 

2.22 

2.89 

30 

low 

25 

9 

hold 

very  high 

A 

Xerox 

5.24 

5.72 

9 

low 

37% 

7 

hold 

low 

A 

Zayre 

4.14 

5.07 

22 

average 

51 

10 

buy 

very  low 

A 

Zenith  Radio 

0.23 

0.80 

248 

very  low 

13% 

17 

sell 

very  low 

*For  fiscal  years  ending  June  through  May  of  the  following  year,    a:  actual  earnings    NA:  Not  available    NM:  Not  meaningful 


Sources  Institutional  Brokers  Estimate  System  (IBES),  Lynch,  Jones  &  Ryan. 
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There  was  a  time  when 
there  w?s  time. 

Once  we  could  spend  time  with 
a  new  piece  of  information.  We 
could  think  about  it,  then  decide 
what  to  make  of  it. 

But  today  information  flashes  by 
us  in  split  seconds.  Or  it  sits  on 
our  desks  for  weeks.  Either  way, 
there's  little  time  for  it  all. 

A  company  called  TRW  is 
addressing  the  problem  of  too 
much,  too  fast. 

Recently  TRW  designed  a  system 
that  processes  trillions  of  bits  of 


©TRW  Inc.,  1982 
TRW  is  the  name  and  mark  of  TRW  Inc 


information  a  day  (about  half  the 
volume  of  the  Library  of  Congress). 
This  babble  of  raw  data  is 
instantly  cross-referenced  and 
made  available  to  thousands  of 
users  and  decision-makers. 

No  wasted  time. 

In  an  age  when  information  is 
easy  to  generate,  the  trick  is  to 
weed  out  the  irrelevant.  That  way 
we'll  have  the  information  we 
need.  And,  we'll  have  time  left 
over  to  do  something  with  it. 


A  Company  Called  TRW 


The  Up  &  Comers 


At  55,  Milton  Mohr  turned  near-bankrupt 
Quotron  into  a  hot  stock  that  sells  at  29 
times  earnings.  Can  he  keep  it  up? 

"I  wasn't 
interested  in  being 
second-guessed" 


By  Michael  Cieply 


T|  welve  years  ago,  at  the  age  of 
55,  Milton  Mohr,  president  and 
CEO  of  Bunker  Ramo  Corp., 
walked  out  on  his  job  in  the  midst  of  a 
dispute  about  the  future  of  the  elec- 
tronic financial  services  business. 
Bunker  Ramo  had  recently  acquired 
Chicago-based  Amphenol,  three 
times  its  size,  ostensibly  to  defend 
against  a  hostile  takeover  attempt. 
But  the  independent  Mohr  heavily  re- 
duced Amphenol's  management  and 
planned  to  use  the  company's  enor- 
mous cash  flow  to  feed  his  pet  project 
at  BR:  the  stock  market  services  divi- 
sion. "It's  debatable  whether  I  was 
fired  or  I  quit,  '  says  Mohr,  67,  who 
left  in  April  1970.  "But  we  had  a 
chairman  of  the  board  (Malcolm  Mac- 
Intyre]  who  was  interfering  in  a  way 
that  I  was  not  willing  to  tolerate.  I  just 
wasn't  interested  in  being  second- 
guessed.  Period." 

So  the  jobless  Mohr,  a  University  of 
Nebraska-trained  electrical  engineer 
who  had  worked  for  Bell  Telephone 
Laboratories,  Hughes  Aircraft  and 
Ramo-Wooldridge,  crisscrossed  the 
country  plying  old  contacts.  Finally, 
his  friend  General  Gordon  Saville,  for- 
mer head  of  Air  Force  R&D,  put  Mohr 
in  touch  with  T.F.  Walkowicz,  who 
represented  Laurance  Rockefeller  on 
the  board  of  tiny  Scantlin  Electronics, 
Inc.,  which  was  offering  the  same 
computenzed  brokerage  services 
Mohr  wanted  to  push  at  BR.  The  trou- 
ble was  that  Scantlin  was  nearly 
bankrupt. 

The  problem  at  Scantlin:  lots  of 
ideas,  but  poor  management  and  no 
cash.  Chairman  John  Scantlin  was  a 
pioneer  in  brokerage  house  computer- 


ization. He  had  invented  the  first 
beeper-paging  device  and  was  now 
busy  on  a  versatile  new  system  for 
stockbrokers.  It  was  a  minicomputer 
designed  to  give  brokers  access  to 
market  quotes,  to  account  informa- 
tion in  back-office  mainframes  and  to 
a  vast  bank  of  securities  and  commod- 
ities trading  data.  Just  the  product 
Mohr  had  in  mind.  But  Scantlin,  heav- 
ily in  debt  from  development  costs 
and  holding  a  bare  6%  of  the  financial 
services  market,  had  exhausted  the 
patience  of  backers  like  Rockefeller, 
Dow  Jones  and  Dun  &  Bradstreet. 
Would  Mohr  try  to  salvage  the  com- 
pany? He  would. 

"It  was  terrible,"  says  Mohr,  recall- 
ing what  things  were  like  when  he 


arrived  at  Scantlin's  Los  Angeles 
headquarters,  just  across  an  airstrip 
from  his  old  office  at  Hughes.  Losses 
for  the  year  topped  $4  million  on  sales 
of  $8.5  million  and  debt  had  reached  a 
disastrous  87%  of  capitalization. 
While  the  board  squabbled  about  mar- 
ket strategy,  Scantlin  had  retreated  to 
a  workshop  in  Bel  Air.  In  a  last-ditch 
effort  to  save  the  company,  Mohr's 
predecessor  as  president,  Vance  Hol- 
dam,  had  launched  what  would  have 
been  a  competing  stock  reporting  sys- 
tem, along  with  a  high-speed  printer. 

Mohr  canceled  those  schemes,  call- 
ing them  "technically  incompetent." 
His  assessment  of  Scantlin's  Quotron 
801  wasn't  much  more  charitable:  "It 
needed  a  lot  of  engineering,  which  it 
didn't  have.  Jack  doesn't  like  me  to 
say  that,  but  it's  nevertheless  the 
fact."  Within  11  months,  Scantlin 
was  out.  In  a  neat  but  unorthodox 
deal,  Mohr  traded  Scantlin  and  his 
entire  engineering  division  to  Citi- 
corp— which  was  then  computerizing 
its  banking  operation — in  exchange 
for  $9  million  in  cash  and  loans.  Mohr 
used  the  proceeds  to  build  what  is 
now  known  as  the  Quotron  801. 
Mohr,  an  inventor  in  his  own  right 
with  25  patents  to  his  name,  finished 
Scantlin's  engineering  himself.  Sound 
easy?  It  wasn't. 

The  bleakest  moment  was  yet  to 
come.  Losses  mounted  through  1974 
as  brokers,  fearful  that  the  company 
would  fail,  stayed  away  from  Quotron 
in  droves.  Then  Dow  Jones  decided  to 
sell  out.  A  group  of  officers  offered  to 


Quotron  Chairman  Mi/ton  Mohr 

In  just  a  year  and  a  half,  a  different  competitive  world. 
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What's  the  next-best  thin 
to  a  factory-new  Learjet? 


A  used  Learjet 
from  that  same  factory. 


Now  the  factory  that  builds  the  world's 
number  one  business  jet  is  also  the  number 
one  place  to  find  a  top  pre-owned  Learjet. 

The  same  high  standard  of  quality  and  care 
that  goes  into  each  new  aircraft  delivered 
from  Gates  Learjet  governs  our  approach  to 
offerings  of  Learjets  accepted  as  trade-ins. 
This  assures  the  confidence  and  peace  of 
mind  you  deserve  in  owning  and  operating  a 
pre-owned  business  jet. 

And  every  used  Learjet  from  Gates  Learjet 
is  freshly  inspected,  fully  serviced,  and 
backed  by  the  strongest  buyer  benefit  plan 
you'll  find  anywhere: 

•  Gafes  Learjet's  exclusive  used  aircraft  and 
engine  warranty 

•  Flight  and  ground  school  training  by  Gates 
Learjet  and  FlightSafety 

•  All  30  Series  Learjets  covered  by  Garrett  MSP 


Here's  just  a  sample  of  the  select 
pre-owned  Learjets  now  available: 

►  25D-263  one-owner,  well-priced,  trade-in 
on  new  35 A 

►  35A-180  MSP,GNS,I250  hrs. 

An  outstanding  corporate  aircraft 

For  more  information  on  these  and  more 
used  Learjets,  call  the  place  that  knows  them 
best.  The  place  that  built  them. 

Mike  Berger,  vice  president  —  resale 
marketing,  is  at  (602)  294-4422, 
and  will  provide  full  details. 


Gates  Learjet 


Louisiana 
Works 


Labor.  Skilled. Trained. Trainable. 

It's  a  major  consideration 
when  choosing  a  plant  location, 
one  in  which  Louisiana  can 
give  you  a  lot  of  help.  Help  in 
conducting  labor  availability 
surveys.  Help  in  screening  and 
recruiting  a  work  force.  Help  in 
the  training  of  your  new  workers 
to  your  specifications  and 
standards.  And  Louisiana's  help 


includes  picking  up  the  tab  so  all 
of  this  is  free  to  you. 

In  Louisiana  you'll  find 
trainable  labor,  including  a  large 
female  work  force,  in  both  metro 
and  rural  areas.  And  wherever 
you  locate  you'll  find  that 
Louisiana  workers  work  hard, 
with  a  value  added  record  of 
productivity  that  is  46  per  cent 
above  the  national  average. 


Write  for  our  free  report: 

LOUISIANA  WORKS 

Louisiana  Office  of  Commerce  &  Industry 

P.O.  Box  44185,  Dept.B4 

Baton  Rouge,  LA  70804 

Name   

Title   


!  LOUISIANA 
WORKS 


Company 
Address  _ 


City /State/Zip 


10- Year  Tax  Exemption  •  Energy 

Revenue  Bond  Financing 

Enterprise  Zones  •  Training  Prograirs 


The  Up  &  Comers 


buy  the  stock,  but  the  attorneys,  fear- 
ing conflict  of  interest,  advised 
against  it.  Recalls  Mohr:  "They  final- 
ly sold  it  for  10  cents  a  share  to  Frank 
Weeden,"  a  California  investor.  But 
finally,  in  mid- 1974,  Merrill  Lynch 
yielded  to  Mohr's  prodding  and  agreed 
to  test  his  product  against  others  on 
the  market.  ML  was  so  impressed  it 
not  only  bought  the  service  but  also 
offered  to  guarantee  a  $6  million  pro- 
duction loan.  That  staved  off  bank- 
ruptcy for  Quotron  and  triggered  an 
eight-year  growth  streak. 

Since  landing  that  critical  Merrill 
Lynch  contract,  Quotron's  revenues 
have  climbed  at  a  compound  rate  of 
33%.  This  year  earnings  are  expected 
to  reach  $1.05  per  share,  up  35%  from 
1981.  Better  still,  the  balance  sheet  is 


Officers  offered  to  buy  the 
stock,  but  attorneys  ad- 
vised against  it.  Recalls 
Mohr:  "They  finally  sold  it 
for  10  cents  a  share." 


clean.  Mohr  replaced  the  last  of  his 
old  debt  with  fresh  equity  in  1980. 

The  reasons  for  that  success  are 
fairly  straightforward.  Mohr's  system 
put  services  like  back-office  access 
and  research  report  distribution  at  a 
broker's  fingertips  a  good  seven  years 
before  competing  GTE  and  Bunker 
Ramo  could  match  its  performance. 
To  that  technological  headstart,  add 
Mohr's  fanatic  devotion  to  reliability. 
The  system  itself  is  heavily  redun- 
dant, with  a  second  computer  to  back- 
stop each  801.  Finally,  close  attention 
to  service  helps  ensure  an  up-time 
rate  in  excess  of  99%,  compared  with 
roughly  90%  to  95%  for  rival  sys- 
tems— a  crucial  difference  in  the  fast- 
paced  brokerage  business. 

But  is  Quotron's  future  bright 
enough  to  warrant  a  dizzying  earnings 
multiple  of  29?  To  keep  the  brokers' 
appetite  whetted,  Mohr  is  counting 
heavily  on  a  new  computer,  the  Quo- 
tron 1000,  which  will  integrate  exist- 
ing terminals  with  a  full-blown  office 
automation  system.  That  means  in- 
corporating such  staples  as  electronic 
mail  and  word-processing  capability. 
It  also  means  running  headlong  into 
competitors  as  formidable  as  IBM  and 
Wang.  Mohr  argues  that  Quotron's 
edge  is  that  it  will  offer  those  services 
through  existing  brokers'  terminals. 

Mohr  may  be  in  for  tough  going. 
Bunker  Ramo  this  September  an- 
nounced a  competing  automation  sys- 
tem, Intellimation  10,  that  will  be 
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Chemical  on 

Financial  Services:  Managing 
money  with  imagination-that's 
what  it  takes  to  succeed  in  today's 
volatile  business  climate.  To  find 
highly  creative  banking,  business  is 
looking  to  Chemical. 

Chemical  has  pioneered  in 
innovative  nonlending  services.  We 
gave  you  ChemLinkf  the  global 
electronic  cash  management 
system.  As  its  reputation  grew,  the 
demand  for  its  services  spread.  So 
we  extended  it  through  other 
banks  as  BankLink."  Today,  the 
ChemLink/BankLink  Network  is 
the  largest  system  of  its  kind,  with 
more  than  4,000  corporate 
customers  around  the  world.  And 
we  continue  to  expand  it. 


Our  Financial  Consulting 
Groups  are  staffed  by  specialists 
whose  tradition  is  breaking 
new  ground.  Among  the  oldest  of 
foreign  exchange  advisors,  we 
have  developed  sophisticated  new 
economic,  regulatory  and  cash 
management  services.  Our  consult- 
ants tackle  the  tough  issues  and 
create  imaginative  solutions  for  an 
impressive  and  varied  group  of 
clients  worldwide. 

What  Chemical  has  done 
yesterday,  what  we're  doing  today 
and  what  we're  working  toward 
for  tomorrow  are  all  part  of  the 
tradition  of  giving  you  the  very  best 
banking  services.  At  Chemical,  we 
have  many  traditions,  and  all 
of  them  started  as  innovations. 

CkmicalBaivk 


Innovation 
is  our  oldest 

tradition. 


/lember  FDIC 


CHEMICALTAKES  YOU  BEYOND  TRADITION 


Were  doing  what  has  to  be  done. 

Danger 

Handle 

With  Care! 


Love  Canal  dramatized  the  dangers  of 
hazardous  wastes.  Business,  government,  and  the 

insurance  industry  are  showing  that 
today's  dumps  need  not  be  tomorrow's  disasters. 


In  a  modern;  heavily-industrialized 
society  waste  materials  are  abundant  and;  in 
some  cases,  dangerous.  Toxic  leftovers  from 
many  industrial  processes  can  pollute  the 
environment  contaminate  the  water,  and 
threaten  the  public  safety.  And,  lets  face  it, 
serious  accidents  have  occurred. 

Today,  the  combined  efforts  of  legisla- 
tors, regulators,  responsible  waste -generating 
companies,  the  insurance  business,  and  a 
concerned  public  are  being  felt. 

New  laws  and  standards  go  a  long 
way  toward  making  sure  that  firms  that  pro- 
duce;  move;  store,  or  dispose  of  dangerous 
substances  do  so  with  care.  Government 
tests  and  inspections  are  meant  to  assure 
compliance  and  minimize  risk.  Concerned 


industries  have  developed 
new  technology  and 
methods  for  safe  waste 
disposal.  But  with  materials 
this  potentially  dangerous, 
the  best  of  care  may  not 
prevent  every  accident. 

Although  any  acci- 
dent with  hazardous  sub- 
stances is  bad  news,  some 
accidents  are  worse  than 
others.  And  more  insidious.  (////, 
Sudden  spills  and  fires  are 
quickly  found  and  remedies 
quickly  applied.  Liability  in- 
surance for  those  accidents  has  been  available 
for  some  time.  But  the  material  we  re  talking 


about  stays  dangerous  even 
though  it's  buried.  What  happens 
if  containers  gradually  corrode 
and  leak?  What  happens  if 

the  stuff  buried  in  dumps 
begins  to  seep? 
Through  inadvertence 
or  ignorance,  danger 


may  lurk.  But  now;  liability  insurance 
for  this  risk,  too;  is  becoming  available. 

Those  in  the  business  of  producing; 
moving;  storing  or  disposing  of  dangerous 
waste  must  be  responsible  to  the  public  for 
any  harm  done  them— sudden  or  gradual— 
one  leaking  drum  or  the  slow  leaking  of  an 
entire  dump  site.  If  they  can't  pay  for  the 
damage  done,  they  shouldn't  be  in  the  busi- 
ness. Under  new  law  they  can  \  be  in  the 
business. 

Responsible  handlers  of  hazardous 
waste  are  embarking  on  a  difficult  path— con- 
tinuing industrial  activity  in  a  manner  as 
safe  to  society  as  possible  and  in  compliance 
with  extensive  governmental  regulation. 

Property-casualty  insurance  compa- 
nies are  helping  those  waste  generators  by 
evaluating  their  risk  potential.  And  now,  in- 
surance companies  have  devised  a  way 
for  waste  generators  to  be  financially  re- 
sponsible as  regulations  require,  able  to 
compensate  people  harmed  by  either  sud- 
den or  gradual  pollution. 

Liability  Insurance  for  Environ- 
mental Impairment  is  one  of  the  most 
challenging  coverages  property-cas- 
ualty insurance  companies  have 

ever  been  asked  to  provide.  The 
potential  for  loss  to  both  peo- 
ple and  property  is  large  and 
little  known.  But  if  proper 
safety  standards  are  is- 
sued and  enforced  by 
either  federal  or  state 
government  and  if  in- 
surance companies  are 
allowed  to  administer 
the  coverage  with  some 
sense  of  certainty  this 
new  insurance  can  do  a  job. 
It  will  be  one  of  the  best 
ways  for  handlers  and  disposers  of 
toxic  wastes  to  meet  the  responsibility  that 
the  law  demands  and  the  public  deserves. 

We're  working  to  keep  insurance  affordable. 

his  message  presented  by  the  American  Insurance  Association,  85  John  Street.  New  York.  NY  IOO38 


good  six  months  before  Quotron's 
1000.  Mohr  also  will  have  to  upgrade 
Scantlin's  old  computer,  still  the 
workhorse  of  his  system,  with  new 
circuits  as  well  as  replace  801s  with 
Quctron  1000s  over  the  next  three  to 
five  years.  That  could  cost  as  much  as 
$40  million.  In  addition,  Mohr  is  in- 
vesting in  more  regional  communica- 
tions concentrators  and  modems  to 
hedge  against  rising  communications 
costs.  That  could  cost  another  several 
million  dollars  a  year. 

Attempts  to  find  new  avenues  of 
growth  have  proved  to  be  equally 
costly  thus  far.  Mohr  in  1980 
launched  Insurnet,  a  joint  venture 
with  Continental  Corp.  and  Ameri- 


By  John  A.  Byrne 

I WOULD  RECOMMEND  thlS  tO  my 
wife  and  daughters,"  says  Daniel 
Abraham,  CEO  of  Thompson 
Medical  Co.,  holding  up  a  silver  and 
blue  box  marked  Encare.  "This 
should  be  every  woman's  first  choice 
as  a  contraceptive." 

Sitting  in  the  middle  of  a  large,  airy 
office,  carpeted  in  bright  orange,  43 
stories  above  midtown  Manhattan, 
Abraham  coolly  predicts  that  the  sup- 
pository contraceptive  he  just  ac- 
quired from  Eaton-Merz  Labs  will  be 
as  successful  a  product  as  Dexatrim. 
That's  a  tall  order.  Dexatrim,  an  appe- 
tite control  capsule,  now  accounts  for 
over  half  of  Thompson's  $84  million 
in  sales.  And  its  numerous  versions, 
accounting  for  over  60%  of  the  mar- 
ket, are  largely  responsible  for  the 
debt-free  company's  dazzling  34%  av- 
erage return  on  equity  in  recent  years. 

But  Abraham  knows  that  Thomp- 
son Medical  could  use  another  big 
winner.  A  fierce  controversy  has  been 


can  Information  Development,  Inc.,  a 
San  Francisco  data-processing  com- 
pany. Insurnet  uses  Quotron's  net- 
work and  computers  to  provide  com- 
puterized services  for  independent  in- 
surance agents.  Trouble  is,  by  Mohr's 
own  count,  some  14  companies  are 
vying  for  that  business,  among  them 
Redshaw,  Inc.,  lately  acquired  by 
Hartford  Insurance  (Up  &  Comers,  Oct 
25).  So  far,  the  venture  has  seen  noth- 
ing but  losses. 

Even  Mohr  admits  it's  been  tougher 
than  he  expected:  "The  marketplace 
has  changed  very  substantially  since 
we  entered  it.  Many  of  the  big  insur- 
ance companies  have  bought  up  the 
small  companies  that  were  in  the 


raging  over  diet  pills  of  late.  At  least 
two  consumer  advocacy  groups  have 
called  for  a  ban  on  dietary  aids  like 
Dexatrim  that  contain  phenylpropa- 
nolamine (PPA),  a  chemical  structur- 
ally almost  identical  to  amphet- 
amines, or  "speed."  PPA,  they  charge, 
may  cause  hypertension,  strokes  and 
psychoses  in  some.  The  groups  charge 
that  the  pills  are  often  abused  by 
thrill-seekers  and  are  not  effective  as 
diet  aids.  Thompson  disputes  such 
claims.  "The  accusations  against  PPA 
are  totally  unfounded  and  unsubstan- 
tiated," retorts  Abraham.  "Sixty  clini- 
cal studies  at  leading  medical  schools 
and  centers  demonstrate  its  over- 
whelming safety." 

The  Food  &  Drug  Administration 
has  yet  to  decide  whether  Dexatrim  is 
safe  and  effective.  Its  National  Clear- 
ing House  for  Poison  Control  centers 
says  it  gets  an  estimated  10,000  re- 
ports a  year  of  adverse  reaction  to 
PPA,  ranging  from  violent  headaches 
to  strokes,  mostly  because  of  abuse. 
And  the  Federal  Trade  Commission 


business  and  are  financing  them.  So 
it's  a  different  competitive  world  than 
it  was  when  we  started  a  year  and  a 
half  ago." 

Then  there  is  Mohr's  guardian  an- 
gel, Merrill  Lynch.  The  brokerage 
house  that  saved  Milton  Mohr's  com- 
pany still  accounts  for  approximately 
20%  of  Quotron's  revenues.  But  re- 
cently Merrill  signed  a  contract  with 
competing  Monchik-Weber  to  explore 
development  of  financial  services  in- 
dependent of  Quotron. 

Confronted  with  all  these  prob- 
lems, Mohr,  a  hardened  veteran  of  the 
technological  wars,  shrugs:  "It's  been 
a  competitive  world  as  long  as  I've 
known  it."  ■ 


has  before  it  two  complaints  alleging 
unproven  or  misleading  advertising 
for  Thompson  products — diet  pills 
and  Aspercreme,  a  pain  reliever. 

Abraham,  sitting  with  his  legs 
crossed  and  arms  folded,  seems  little 
troubled  by  all  this,  however.  "It's 
just  a  misunderstood  category  for  a  lot 
of  people,"  he  says.  "The  cough  and 
cold  products  have  a  good  reputation, 
but  the  over-the-counter  appetite- 
suppressant  market  is  badmouthed  by 
many.  Yet  they  both  have  the  same 
ingredients  in  them.  Our  appetite- 
control  products  are  safe  and  effec- 
tive. A  lot  of  these  consumerists  don't 
understand  that  for  a  product  to  suc- 
ceed it  must  be  meritorious.  The  user 
has  to  be  satisfied."  He  is  begging  the 
issue  a  bit,  but  he  does  have  a  point. 

Dexatrim  users  certainly  seem  sat- 
isfied. Abraham  can  produce  thou- 
sands of  unsolicited  testimonials 
from  once-obese  men  and  women, 
many  with  before-and-after  pictures. 
Of  course,  these  testimonials  may  be 
indirectly  encouraged  by  Thompson, 
which  pays  actor-scale  wages,  $300  to 
$500  per  TV  screening  plus  residuals, 
to  customers  featured  in  advertise- 
ments. But  this  is  a  common  practice 
used  to  plug  everything  from  deter- 
gent to  hemorrhoid  ointment. 

With  a  51%  position  (worth  over 
$30  million)  in  a  company  with  no 
debt  and  $20  million  worth  of  cash  in 
the  bank,  however,  Abraham  can  be 
forgiven  for  feeling  confident.  Just  out 
of  the  Army  in  1945,  he  went  to  work 
as  a  factory  hand  for  his  uncles'  small 
drug  company.  "The  company  was 
going  no  place,"  he  says. 

So  Abraham  saved  up  his  disability 
checks  from  the  Army  and  in  1947 
with  his  father,  a  pharmacist  and  den- 
tist, and  brother-in-law  Edward  Stein- 
berg, now  vice  chairman,  he  paid 
$5,000  for  a  small  Pennsylvania-based 
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Will  Washington  give  Thompson  Medicals 
diet  pills  a  hard  time?  Never  mind.  Dan 
Abraham  has  a  lot  of  new  products  to  offer. 


'  'Misunderstood1 1 
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Feier  Carl  Faberg6 
(Russian:  1846-1920) 
CHANTICLEER  EGG 
Presented  by 
Czar  Nicholas  II 
to  bis  mother. 
Dowager  Empress 
Maria  Peodoronui. 
1905 
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in  finance  and  the  economy,  reviews  the  track  record  of  individual  companies,  offers  an  array  of  stock  market 
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maker  of  an  itch-relieving  ointment. 
It  was  called  San-Cura.  He  found  the 
company  listed  in  the  "For  Sale"  sec- 
tion of  a  trade  newspaper. 

Then  Abraham  hitchhiked  from  one 
Pennsylvania  town  to  another,  coax- 
ing druggists  and  pharmacists  to  carry 
the  product.  If  a  store  agreed  to  place 
an  8-foot-by- 1 0-foot  poster  advertising 
San-Cura  in  its  front  window,  Abra- 
ham would  give  the  druggist  free  sam- 
ples. That  worked  wonders.  "I  was 
interested  in  marketing  from 
day  one,"  he  says. 

Setting  up  shop  in  a  rented 
loft  on  New  York's  Ninth 
Avenue,  which  also  served  as 
his  apartment,  Abraham  then 
brought  the  35 -cent  ointment 
to  New  York.  Frequently  he 
would  call  on  as  many  as  50 
stores  a  day,  again  handing  out 
free  samples  with  posters. 

Three  years  later  he  had 
boosted  San-Cura's  sales  to 
$30,000  a  year.  It  was  then 
that  Abraham  launched  his 
first  new  product — Gas  Tabs, 
antacid  tablets.  It  was  nothing 
dramatic.  Abraham  simply 
knocked  off  the  latest  product 
on  the  market  with  the  help  of 
an  outside  manufacturer.  "It 
could  have  been  anything 
else,"  he  says,  "but  I  thought 
the  repeat  factor  would  be 
high  with  antacid  tablets." 
Using  the  same  shoe-leather 
marketing  techniques,  he  hit 
the  street  for  Gas  Tabs.  The 
product  lasted  eight  years  and 
performed  well.  Another  prod- 
uct, Throat-Aid,  an  antibiotic 
throat  lozenge,  was  launched 
in  1951  but  dropped  after  only 
five  years. 

It  wasn't  until  1956,  when 
Abraham  brought  out  Slim-Mint 
gum,  a  benzocaine-derived  product 
that  dulled  hunger,  that  he  scored  a 
big  hit.  Right  product,  right  time.  "It 
became  an  overnight  success,"  he 
says.  "It  sold  faster  per  store  than  all 
of  our  other  products  put  together."  In 
two  years  sales  jumped  tenfold,  to 
about  $500,000,  as  Abraham  moved 
the  product  into  national  distribution 
through  drug  wholesalers.  He  would 
award  prizes  to  salesmen  who  sold  as 
few  as  six  dozen  units.  Those  who 
could  peddle  25  dozen  packets  of 
Slim-Mint  would  get  a  $25  watch. 
That  "push  money,"  or  PMs  as  they 
are  called  in  the  trade,  cost  Thompson 
about  60  to  70  cents  for  every  dozen 
packages  of  the  gum  sold  at  $15  a 


package.  It  was  worth  it. 

Abraham  had  found  his  target:  the 
American  waistline.  In  1960  he  began 
to  develop  a  line  of  diet  tablets  and 
capsules  with  the  introduction  of  Fig- 
ure-Aid. At  the  time  Purex'  Ayds  had 
the  diet  market  locked  up,  but  Figure- 
Aid  led  to  a  series  of  other  appetite 
suppressants  and  weight-reduction 
products  that  last  year  accounted  for 
90%  of  Thompson's  sales.  Reformu- 
lated with  more  powerful  PPA  instead 
of  benzocaine,  Figure-Aid  reappeared 
in  1972  as  Appedrine.  The  product 
moved  quickly. 


Thompson  Medical  CEO  Daniel  Abraham 
"The  accusations  are  unfounded." 


"Thompson  bet  all  its  chips  on 
PPA,"  says  Edward  Jones,  an  analyst 
at  Paine,.  Webber.  "Ayds  hesitated  be- 
cause they  thought  the  government 
would  come  down  hard  on  the  prod- 
uct. It  didn't,  and  PPA  just  took  off 
and  killed  everybody  else." 

Appedrine  led  to  many  variations, 
including  one-a-day  Dexatnm  in  1976. 

In  almost  every  case,  Abraham  sub- 
contracted the  actual  production  to 
outside  factories.  Abraham  also  used 
the  manufacturer  to  help  formulate 
the  product.  After  all,  not  one  Thomp- 
son executive  has  a  professional  back- 
ground in  pharmacology.  R&D  costs 
were  negligible  because  most  of  the 
products  were  knock-offs  of  formula- 
tions on  the  market.  Then  he  would 


promote  them  with  heavy  advertising 
that  cost  as  much  as  30%  of  sales. 

Abraham's  luckiest  break  came 
over  Memorial  Day  weekend,  1979, 
when  an  FDA  advisory  panel  recom- 
mended that  PPA  diet  capsules  be 
placed  in  the  agency's  "safe  and  effec- 
tive" category.  "The  next  day,  you 
couldn't  find  product  on  the  store 
shelves,"  says  Abraham. 

In  one  year  sales  nearly  doubled,  to 
$95.3  million.  Five  months  after  the 
FDA  news  broke,  Abraham  brought 
20%  of  the  company  public,  netting  $8 
million  on  the  deal.  Then,  $2  billion 
(sales)  SmithKline  jumped  into 
the  market  with  Dietac  and 
captured  a  12.6%  share  of  the 
market  in  one  year.  A  total  $23 
million  in  advertising  over  two 
years  later  brought  Smith- 
Kline's  share  up  to  15.4%  in 
1981.  To  meet  the  SmithKline 
challenge,  Abraham  in  1980 
doubled  advertising  spending 
to  $27.6  million.  He  also  ran 
, 35-cents-off  coupons  in  news- 
papers, offered  $1  rebates  on 
packages  and  brought  out  still 
more  versions  of  his  diet  pills, 
including  a  new  brand  named 
Control  in  a  modern-looking 
package. 

"They  may  have  more  mon- 
ey and  resources  than  we  do," 
says  Abraham,  "but  we  know 
our  customers  better." 

In  March  1980,  however,  the 
FDA  reduced  the  recommend- 
ed daily  dosage  of  PPA  from 
150  milligrams  to  75  milli- 
grams. What  triggered  this  was 
new  reports  linking  PPA  to  hy- 
pertension, high  blood  pres- 
sure, dizziness  and  headaches. 
The  FDA  is  not  expected  to 
make  a  final  decision  on  PPA 
for  another  2Vi  years.  In  the 
first  three  quarters  of  this  year 
Thompson's  net  is  up  14% 
from  the  comparable  period  two  years 
ago,  while  sales  fell  10%. 

But  consumer  groups  continue  to 
press  for  action.  "I'd  like  to  see  PPA 
taken  off  the  market,"  says  Margaret 
Forgnone,  a  pharmacist  and  assistant 
director  of  the  University  of  Florida 
Drug  Information  Center,  a  presti- 
gious statewide  poison  control  center. 
The  Washington-based  Center  for  Sci- 
ence in  the  Public  Interest  has  urged 
the  FDA  to  ban  the  product  from  the 
o-t-c  market,  and  is  complaining  to 
the  FTC  as  well,  charging  that 
Thompson's  ads  are  misleading  be- 
cause the  average  consumer  cannot 
lose  as  much  weight  as  the  testimoni- 
al ads  from  customers  state. 

But  Abraham  doesn't  discourage 
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Who  needs 
criticism? 


I've  made  my  living  over  the  year's  driving 
cars.  Grand  Prix  cars,  sports  cars,  rally  cars, 
the  most  honest  cars  in  the  world. 

You  name  it,  I've  driven  it. 

But  in  doing  so,  I've  always  told  a  builder 
just  what  I  thought  of  his  pride  and  joy. 
Blame  my  skeptical  nature. 

That's  part  of  it.  But  the  rest  of  it  is  the  fact 
that  to  earn  my  pay  I  had  to  drive  the  car. 

And,  at  some  point,  drive  it  veiy  hard. 

And  that's  what  the  people  at  Ford  have 
invited  me  to  do.  Drive  hard,  and  tell  them 
what  I  think... good  or  bad. 

Apparently,  they  believe  the  unbiased 
opinion  of  a  qualified  outsider  will  help 
build  better  cars. 

They  want  me  to  be  an  honest  critic. 

It's  an  unusual  position. 

But  at  today's  Ford  Motor  Company,  it's  not 
business  as  usual. 

I've  seen  proof  of  this  in  the  1983  Ford, 
Lincoln,  and  Mercury  cars. 

They're  full  of  new  ideas. 

Microprocessors,  electronic  engine  controls, 
space-age  materials,  robotic  assembly,  em- 
ployee commitment  to  quality,  are  just  a  few 
of  the  things  I've  had  to  take  in  while  learning 
about  how  things  are  done  today  at  Ford. 
Things  have  changed. 

I'm  convinced  things  have  changed  at 
Ford.  And  I'm  glad  to  be  part  of  it.  Even 
though  my  part  may  be  that  of  a  critic. 

To  my  way  of  thinking  that's  all  to  the  good. 
Most  car  builders  will  listen  to  constructive 
criticism.  But  I  know  one  company  that  goes 
even  further,  by  actively  seeking  it. 

Today,  having  a  resident^ 
car  critic  is  certainly  a  new 
way  of  doing  business. 

Ford  has  it.  Now. 


Jackie  Stewart  Three-time  world  champion  driver, 
now  consultant  to  Ford  Motor  Company. 

Get  it  together— buckle  up. 


FORD  •  MERCURY  •  LINCOLN  •  FORD  TRUCKS 
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Billion  Dollar 
Energy  Corporation 

Growing 
in  Oklahoma 


We'  re  ONEOK  Inc.  (pronounced  one-oak).  We're 
involved  in  oil  and  gas  exploration  and  production, 
contract  drilling,  natural  gas  liquids  extraction,  and  more. 
Our  Oklahoma  Natural  Gas  Company  is  the  nation's  7th 
ranking  fully  integrated  natural  gas  utility.  ONEOK. 
Our  NYSE  symbol  is  OKE.  Perhaps  it's  time  you  knew 
more  about  us.  Ask  your  broker. 


ONEOK 


For  our  Annual  Report,  write:  P  O.  Box  871,  Tulsa,  OK  74102 


There 


The  Up  &  Comers 


easily.  In  addition  to  the  suppository 
contraceptive,  his  new  product  lineup 
includes  an  itch  relief  ointment,  an 
antidiarrhea  tablet,  a  resurrected  meal- 
replacement  product  called  Slim-Fast 
and  a  line  of  health  food  products. 

As  he  says,  he's  a  marketing  man 
first  and  foremost.  ■ 

Wiley's  long  march 

[illions  of  dollars'  worth  of  for- 
eign language  textbooks  went  up 
in  smoke  during  the  Cultural  Revolu- 
tion and,  with  the  Chinese  anxious  to 
replenish  their  meager  supply  in  the 
early  Seventies,  it  looked  like  a  golden 
opportunity  for  $137  million  (sales) 
textbook  publisher  John  Wiley  & 
Sons  Inc.  But  Wiley  President  Andrew 
Neilly  discovered  that  capitalizing  on 
such  an  opportunity  is  harder  than  it 
appears. 

"All  we  are  doing  now  is  selling 
some  advanced  books  to  libraries  in 
industrial  centers,"  Neilly  says.  "We 
are  sitting  on  the  edges  of  our  chairs 
trying  to  figure  how  to  do  it  in  a  big 


way.  It  is  very  frustrating." 

The  problem  is  partly  political.  The 
officials  Wiley  was  negotiating  with 
were  changed  in  a  government  shuf- 
fle. So  after  a  decade  of  marketing 
Wiley  is  still  selling  its  standard  sci- 
ence, engineering,  medicine  and  com- 
puter texts  to  the  official  Chinese  gov- 
ernment import  agency  a  dozen  at  a 
time.  Sales  this  year  may  reach  close 
to  $1  million,  better  than  any  Western 
publisher  will  achieve,  says  Neilly, 
but  still  chicken  feed  compared  to  the 
potential  market. 

Another  problem  is  price.  China 
subsidizes  text  prices  heavily.  "The 
average  price  of  an  undergraduate  text 
in  China  is  about  $1.40,  compared 
with  $20  to  $30  here.  We  would  need 
to  do  50,000  to  100,000  volumes  an 
edition — compared  with  the  average 
15,000  to  25,000  American-size  print- 
ing— to  make  it  work." 

Meanwhile,  Wiley  is  hoping  in- 
creasingly to  negotiate  the  U.S.  rights 
to  certain  Chinese  authors.  Neilly 
reckons  there  are  dozens  of  Chinese 
authors  that  would  pull  big  bucks  in 
the  West.  "Very  little  is  known  about 
China's  geography,  for  instance," 
Neilly  says.  "Geographers  and  geolo- 


gists would  love  to  know  more."  Chi- 
nese texts  on  medicine — they  are 
leaders  not  only  in  acupuncture  but 
also,  for  instance,  in  the  treatment  of 
burns — should  also  sell  well,  Neilly 
figures. 

Trouble  is,  China  is  one  of  the  few 
remaining  major  countries  that  do  not 
recognize  copyright  laws.  So  in  theory 
at  least  the  Chinese  could  help  them- 
selves to  Western  texts  without  pay- 
ing royalties. 

But  Neilly  remains  doggedly  opti- 
mistic. "They  are  moving  toward  a 
respect  for  copyright,"  he  says. 
"They  know  that  if  they  want  to 
export  any  of  their  own  stuff  they 
will  have  to  protect  their  own  copy- 
right. And  they  recognize  our  posi- 
tion— they  know  we  are  not  a  chari- 
table institution." — Eamonn  Fingleton 


"You  gotta  survive" 

Only  two  years  ago  Preway  Inc.,  a 
$42  million  (sales)  maker  of  pre- 
fab metal  fireplaces  from  Wisconsin 
Rapids,  Wis.,  was  as  hot  as  a  blazing 
pine  bough  (Forbes,  Jan.  19,  1981). 
Sales  of  its  energy-saving  fireplaces, 
fueled  by  the  high  cost  of  heating  oil, 
had  quadrupled  during  the  Seventies. 
Its  return  on  equity  for  the  five  years 
through  1980  averaged  26%,  while 
debt  grew  from  $700,000  to  $10.5  mil- 
lion. President  Bill  Thomas  predicted 
that,  by  the  end  of  1981,  pent-up  de- 
mand for  housing  and  renovation 
would  overwhelm  Preway's  produc- 
tion facilities. 

Wrong.  Sales  for  the  last  four  quar- 
ters were  only  $32.8  million,  down 
almost  43%  from  their  high  of  $57.5 
million  in  1979,  and  60%  to  65%  of 
Preway's  capacity  now  stands  idle  to- 
day. What  happened? 

Just  as  energy  costs  cooled  off,  wood 
prices  began  to  rise  along  with  finance 
charges.  Threatened  with  layoffs, 
many  of  the  do-it-yourselfers,  to 
whom  Preway  sold  about  70%  of  its 
output,  began  taking  an  even  harder 
look  at  costs.  Even  the  most  energy- 
efficient  fireplace  can't  compare  with 
the  least  efficient  woodburning  stove. 
So  the  prefab  metal  fireplace  business 
has  shrunk  by  50%  in  units  over  the 
last  three  years. 

To  make  matters  worse,  sales  to 
home  builders,  Preway's  other  major 
market,  collapsed.  What  home-build- 
ing  remained  was  in  the  Sunbelt, 
where  fireplaces  were  anything  but  a 
necessity.  Unlike  renovators  and  do- 
it-yourselfers,  builders  don't  care 
about  Preway  fireplaces'  high-quality 
manufacturing,  energy  savings  or  the 
resale  value  they  add.  They  buy  strict- 
ly on  price.  On  that  score  Preway's 
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deluxe  models  were  doubly  disadvan- 
taged. Freight  charges  can  add  up  to 
$50  a  unit  to  Preway's  already  high 
price  tag,  and  its  union  labor,  getting 
$11.58  an  hour  including  fringes, 
keeps  Thomas  from  bringing  costs 
down  much.  "They,  the  Sunbelt  com- 
petitors, will  beat  us  many  times  by 
about  $100,"  Thomas  grumps.  "Wc 
can't  beat  their  cheap  labor."  All  this 
has  taken  quite  a  toll:  Earnings  for  the 
last  four  quarters  were  $1.6  million, 
less  than  one-quarter  of  Preway's 
1979  peak  return. 

It  was  no  consolation  to  Thomas 
that  Preway  may  be  the  only  profit- 
able fireplace  manufacturer  both  this 
year  and  last,  when  multitudes  of 
competitors  like  Malm  Fireplaces  and 
Fire  Magic  went  bankrupt.  Instead, 
the  adversity  has  sparked  the  survival 
instinct  that  Forbes  previously 
praised  him  for.  Fortunately  for 
Preway,  Thomas  saved  some  money 
during  the  good  years.  It  has  almost 
$13  million  in  marketable  securities 


Preway  's  Bill  Thonuts 

"I  wished  I  was  retired  sometimes. 


earning  about  13.5%.  There  is  no 
short-term  debt,  and  the  $11  million 
in  long- term  debt  is  at  a  very  manage- 


able 8.5%  average  rate.  Current  assets 
exceed  current  liability  by  over  $20 
million. 

Now  Thomas  is  using  his  capital  to 
retaliate  on  a  number  of  fronts.  He  is 
coming  out  with  a  low-cost  fireplace 
priced  to  sell  at  about  $365. 

He  has  also  introduced  an  unvented 
gas  space  heater  to  compete  with  un- 
vented portable  kerosene  heaters, 
which  were  the  biggest  thing  in  the 
fickle  zone-heating  market  last  year. 
Starting  in  July  with  an  entirely  dif- 
ferent selling  organization,  Preway 
has  already  managed  to  ship  $4  mil- 
lion worth  of  its  gas  heaters,  and  the 
four  best-selling  months  of  the  year 
are  still  to  come.  Aided  by  the  heat- 
ers and  a  strong  retail  promotion  for 
its  fireplaces,  Preway's  sales  in  Sep- 
tember were  up  $1.5  million  over 
last  September,  a  30%  increase. 
Thomas  may  once  again  have  gotten 
Preway's  profitability  heated  up. 
"Hell,  I  wished  I  was  retired  some- 
times," says  the  59-year-old  Thomas, 
"but  it  just  became  a  big  challenge 
to  me.  You  gotta  survive  in  the 
heating  business." — Steven  Flax 


Nearly  dead  at  birth,  financially  shaky  Re- 
public Airlines  has  survived  under  Daniel 
May  s patient  ministrations. 


The  gambler 
and  the  preacher 


By  Michael  Cieply 

I 'wouldn't  call  Hal  Carr  a  river- 
boat  gambler,"  says  Daniel  May, 
ithe  soft-spoken  president  of  Re- 
public Airlines.  "But  he  has  always 
been  willing  to  take  the  calculated 
risk."  You  don't  go  around  knocking 
your  chairman,  so  that's  about  as  far 
as  May  will  go. 

Some  calculation.  In  1979  Carr,  61, 
longtime  president  and  chairman  of 
profitable  North  Central  Airlines, 
plunged  into  the  age  of  deregulation 
by  merging  with  Southern  Airways 
and  in  1980  acquired  Hughes  Airwest 


to  form  Minneapolis-based  Republic, 
the  nation's  sixth-largest  carrier. 

No  sooner  was  it  done,  though,  than 
air  traffic  collapsed,  and  Republic,  car- 
rying $767  million  in  debt  from  the 
merger,  almost  collapsed  with  it.  Last 
February,  creditors  led  by  Citibank 
descended  on  Minneapolis  for  a  show- 
down— just  as  May,  who  had  been  chief 
financial  officer  at  North  Central,  be- 
came Republic  CEO  after  Carr  had 
retired  frcm  day-to-day  management. 
"I  think  the  banks  were  very  close  to 
pulling  the  string,"  May  recalls. 

Yet,  eight  months  later,  Republic  is 
far  from  Chapter  11,  and  the  indica- 


tions are  that  Carr's  gambit,  if  risky, 
made  sense.  Not  that  the  company  is 
home  free  yet.  With  1982  interest  ex- 
pense at  $103  million,  Republic  could 
lose  as  much  as  $21  million  this  year 
on  $1.57  billion  in  revenues. 

But  for  the  fourth  quarter  the  airline 
may  make  money  with  the  help  of  tax 
credits;  and  there  are  lots  of  bright 
spots.  Revenue  passenger  miles,  at  7.2 
billion,  are  up  24%  for  the  year,  com- 
pared with  4%  gains  for  the  1 1  major 
carriers  overall.  Yields  are  holding  at 
15.2  cents  per  passenger  mile,  versus 
11.4  cents  for  American  and  10.7  for 
United.  Through  September,  operat- 
ing profit  stood  at  $68  million,  up 
from  $25  million  in  1981,  while  most 
big  carriers  posted  operating  losses. 

So  as  interest  rates  come  down — 
with  half  Republic's  debt  at  1%  above 
prime,  each  one-point  drop  saves  it  $4 
million  annually — the  cautious  May 
is  considerably  more  expansive.  He 
predicts  revenues  of  $2  billion  next 
year,  up  27%  from  1982,  and  talks  of 
bringing  4%  of  that  down  to  net. 

Wishful  thinking?  Not  necessarily. 
The  persevering  May,  a  52-year-old 
former  preacher  who  once  supported  a 
backwoods  Idaho  church  with  odd 
jobs  like  logging  and  free-lance  ac- 
counting, has  improved  productivity 
more  than  40%  since  1981.  For  exam- 
ple, when  the  cash  crunch  hit,  he  per- 
suaded over  half  of  Republic's  em- 
ployees, who  had  already  taken  a  10% 
pay  cut,  to  defer  a  month's  salary  un- 
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If  we'd  been  doing  our  work  on  voice 
recognition  in  Silicon  Valley,  perhaps  you'd 
think  of  us  more  as  entrepreneurs. 

Because  voice  recognition— teaching 
computers  to  tell  one  person's  voice  from 
another— is  an  exciting  new  technology 

The  kind  that  made  Silicon  Valley 

Voice  recognition  is  a  technology  with 
enormous  industrial  and  military  potential. 

And  at  ITT  we've  developed  it  to  the 
point  where  it's  close  to  being  introduced 
in  commercial  markets. 

I  IT  is  International  Telephone  and 
Telegraph  Corporation.  Very  decidedly  a 
high-tech  company.  c 

We're  investing 
in  the  future.  What  are 
you  investing  in?  i 


in  ruin 


©  1982  International  Telephone  and  Telegraph  Ccrporatu 


'ark  Avenue.  New  York,  N  t  10022  U  S  A 


Republic  President  Daniel  May 

"The  banks  were  very  close  to  pulling  the  string.' 


til  next  year.  Key  unions  also  agreed 
to  extend  contracts  until  after  this 
winter.  By  adding  flight  hours,  May's 
pilots  have  agreed  to  fly  new  DC-9 
Super  80s  at  no  cost  to  the  company. 

In  the  long  run,  what  may  well  have 
turned  the  tide,  though,  was  Repub- 
lic's "captive-feed"  strategy.  Back  be- 
fore the  merger,  regional  carrier 
North  Central  fed  90%  of  its  traffic 
from  its  backwoods  routes  in  the  Mid- 
west to  big  trunk  carriers  like  North- 
west and  United.  Republic's  chal- 
lenge was  how  to  retain  that  flow. 

Its  strategy  was  twofold.  While  oth- 
er carriers  abandoned  the  boondocks 
after  deregulation,  Republic  stayed  in. 
Current  policy  is  to  serve  towns  as 
small  as  Bemidji,  Minn,  (pop.,  10,949) 
or  Iron  Mountain,  Mich,  (pop.,  8,341), 
as  long  as  they  give  the  system  30 
passengers  a  day  on  a  break-even  ba- 
sis. Republic  also  developed  eight 
"hub"  cities  of  second-tier  size  like 
Memphis  and  Milwaukee.  The  result 
is  a  secure  route  structure  with  limit- 
ed exposure  to  feed-hungry  trunks. 

One  measure  of  the  safety  in  this 
tightly  closed  system:  While  nervous 
travel  agents  shied  away  from  Braniff 
last  spring,  bookings  on  equally  shaky 
Republic  increased  by  18%.  Why? 
The  agents  don't  have  much  choice. 
"If  you  fly  out  of  Green  Bay,  you're 
going  to  fly  with  us,"  May  says  with  a 


smile.  And  that  Green  Bay  passenger 
stays  aboard  to  Los  Angeles  or  New 
York,  giving  Republic  its  share  of  the 
long-haul  dollars. 

Now  even  the  banks  have  become 
believers.  According  to  May,  12  ma- 
jor lenders  recently  agreed  to  a  nine- 
year  debt  restructuring  that  will 
keep  repayment  schedules  within  de- 
preciation— and  not  a  moment  too 
soon.  The  last  regional  subsidies  will 
end  next  September;  that  means  new 
negotiations  for  still  lower  labor 
costs  in  the  smallest  feeder  cities.  At 
the  same  time,  May  must  repay  the 
$25  million  in  one-month  deferred 
salaries  he  borrowed  from  employees 
last  winter  and  must  arrange  new  fi- 
nancing for  six  DC-9-80s  that  have 
been  on  hold  at  impatient  McDon- 
nell Douglas  since  last  December. 
Settlement  of  that  problem  is  neces- 
sary to  remove  the  accountant's  "en- 
dangered airline"  opinion  from  Re- 
public's balance  sheet. 

Add  to  all  this  a  debt-to-equity  ratio 
that  already  tops  91%,  and  it's  clear 
that  May  and  his  airline  are  not  out  of 
the  woods  yet.  But  a  planned  equity 
offering — profits  and  the  market  per- 
mitting— could  help.  And  for  a  com- 
pany that  was  almost  dead  at  birth, 
survival  itself  is  no  mean  achievement. 

Sometimes  you  need  a  gambler, 
sometimes  a  preacher.  ■ 


Eveiy  Westin  knows 
what  you  expect. 


UNITED  STATES 
Atlanta 

The  Westin 
Peachtree  Plaza 
Boston 

The  Westin  Hotel 
Copley  Place 
(Mid  1983) 
Chicago 

The  Westin  Hotel 

(Downtown) 
The  Westin  Hotel 
(O'Hare) 
*         (Early  1984) 
Cincinnati 

The  Westin 
Dallas 

The  Westin  Hotel, 
Galleria  (Early  1983) 
Detroit 

The  Westin  Hotel 
Renaissance 
Center 
Hawaii,  Honolulu 
(Waikiki) 

The  Westin  Ilikai 
Hawaii,  Maui 
The  Westin 
Wailea  Beach 
Houston 

The  Westin  Galleria 
The  Westin  Oaks 
Kansas  City,  MO 
The  Westin 
Crown  Center 
Los  Angeles 
Century  Plaza 

(Westside) 
The  Westin 
Bonaventure 
(Downtown) 
New  York 

The  Plaza 
Orange  County,  CA 
The  Westin  South 
Coast  Plaza 
Philadelphia 

Bellevue  Stratford 
Phoenix 
The  Arizona 
Biltmore 
Portland,  OR 

The  Westin  Benson 
San  Francisco 

The  Westin  Miyako 
The  Westin 
St.  Francis 
Seatde 

The  Westin  Hotel 
Tulsa 

Williams  Plaza 
Vail 

The  Westin  Hotel 
(Late  1982) 
CANADA 
Calgary 

The  Westin  Hotel 
Edmonton 

The  Westin  Hotel 
Montreal 

The  Westin  Hotel 
Bonaventure 
Ottawa 

The  Westin  Hotel 
(Mid  1983) 


Toronto 

The  Westin  Hotel 
Vancouver 

The  Westin 
Bayshore 
Winnipeg 

The  Westin  Hotel 

DENMARK 
Copenhagen 

Hotel  Scandinavia 

EL  SALVADOR 
San  Salvador 

Camino  Real 

GUATEMALA 

Guatemala  City 

Camino  Real 

HONG  KONG 
Kowloon 

Shangri-La 

JAPAN 

Kyoto 

Miyako 
Tokyo 

Akasaka  Prince 
(Early  1983) 
Tokyo  Prince 

KOREA 
Pusan 

The  Westin 
Chosun  Beach 
Seoul 

The  Westin 
Chosun 

MEXICO 

Acapulco 

Las  Brisas 
Cancun 

Camino  Real 
Guadalajara 

Camino  Real 
Ixtapa  Zihuatanejo 

Camino  Real 
Mazadan 

Camino  Real 
Mexico  City 

Alameda 

Camino  Real 

Galeria  Plaza 
Puerto  Vallarta 

Camino  Real 
Saitillo 

Camino  Real 


NORWAY 
Oslo 

Hotel  Scandinavia 

PHILIPPINES 

Manila 

Philippine  Plaza 

SINGAPORE 

Raffles  City  (1985 
Shangri-La 

SOUTH  AFRICA 
Johannesburg 

The  Carlton 
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ntroducing  the  Good  Night  Services 
rom  American  Express 


Every  Westin  treats  you  first  class.  With  a  style  that  pleases. 
And  services  that  pamper.  Like  the  Good  Night  Services 
from  American  Express. 

A  package  of  services  that  take  the  worry,  wonder  and 
wait  out  of  your  travels.  And  they're  available  at  every 
Westin  in  the  continental  U.S.  and  Canada. 

Westin  will  wait  up  all  night  for  you 
With  an  American  Express"  Card  Assured  Reservation  " 
your  Westin  will  keep  a  room  waiting  for  you.  Even  if  you 
arrive  hours  late.  And,  if  for  some  reason  your  travel  plans 
should  change,  just  call  Westin  before  6  p.m.  (their  time)  to 
get  a  cancellation  number  so  you  won't  be  billed. 

And  you  can  cash  your  personal  check  for  up  to  $250  at 
the  front  desk  of  your  Westin.  Of  course,  the  actual  amount 
is  subject  to  cash  availability. 

Now  of  course,  there  are  some  requirements  and  restric- 
tions concerning  the  Good  Night  Services.  So  be  sure  to 
ask  about  them  when  you  make  your  Assured  Reservation. 
Every  Westin  is  everything  you  ever  wanted 
There  are  55  Westins.  And  every  one's  a  distinctive, 
one-of-a-kind  hotel.  Offering  first-class  services.  And  first- 
class  accommodations.  Hotels  that,  through  their  caring 
and  concern,  have  turned  many  a  traveler  into  a  Westin 
Man.  Or  Westin  Woman.  People  who 
come  back  to  Westin,  because 
Westin  knows  what  they  expect. 

For  reservations,  call  your  trave 
agent,  company  travel 
dept. ,  or  Westin.  In  the 
continental  U.S.,  call 
800-228-3000.  In 
Canada,  800-268-8383. 
Toronto,  416-365-7700 


Don't  leave  home  without  it. 


Are  we  in  a  depression?  Or  a  recession?  Neither. 
The  economy  is  throwing  off  an  old  skin  and  growing  a  new  one. 
The  implications  are  favorable  for  the  future. 


The  molting 
of  America 


international  Harvester  was 
perhaps  to  be  expected:  It  had 


¥ 

■J  been  headed  for  trouble  for  years.  But  the  massive 
^fclayoffs  at  Deere  &  Co.  and  Caterpillar?  Chrysler,  a 
long-lagging  number  three,  was  one  thing.  But  how  do  you 
rationalize  the  losses  General  Motors  was  generating  on 
auto  production?  The  entire  U.S.  car  industry  running  at 
maybe  one-third  its  peak  capacity?  Manville  Corp.  in 
Chapter  1 1  ?  Big  banks  at  the  brink?  You  can  go  on  and  on. 
Steel  at  38%  of  capacity,  lowest  since  1938,  and  operating 
losses  of  hemorrhage  proportions.  Single-family  housing 
starts  still  lagging  despite  the  declines 
in  interest  rates.  Oil  drilling  col- 
lapsed. Ten  percent  unemployment. 
Little  wonder  the  word  "depression" 
keeps  popping  up. 

But  if  it  is  a  depression  we  are  under- 
going, it  is  a  strange,  undesperate  kind 
of  depression.  There  is  plenty  of  worry 
in  the  country,  but  relatively  little  real 
suffering.  Still  working  are  99.7  mil- 
lion Americans — only  1 .3  million  few- 
er than  the  alltime  peak  in  1981.  Dis- 
posable income  this  year  is  at  a  record 
high.  Movie  box-office  receipts  are  the 
highest  in  history  and  so  are  advertis- 
ing revenues.  In  contrast  to  the  Thir- 
ties, when  the  gross  national  product 
fell  30%,  the  U.S.  economy  remains  at 
the  highest  level  in  history. 

Anyone  who  calls  this  a  depression 
hasn't  the  foggiest  notion  of  what  a 
real  depression  is  like.  How  do  you 
explain  an  industrial  collapse  unac- 
companied by  an  overall  economic 
collapse?  Where's  the  symmetry? 
How  can  Akron,  once  the  tire  capital 
of  the  world  (see  p. 170),  remain  relatively  prosperous 
though  its  main  industry  long  ago  moved  away? 

To  talk  of  depression  or  of  the  failure  of  ReaganOmics  in 
the  face  of  such  confusing  evidence  is  to  misunderstand 
what  is  really  happening.  The  U.S.,  indeed  the  entire 
industrial  world,  is  profoundly  changing  the  way  it  uses 
men  and  materials,  capital  and  manufacturing  processes. 
We  are  undergoing  what  economists  call  a  structural 
change,  touched  off  by  a  spurt  in  energy  prices  but  stem- 
ming from  even  more  fundamental  causes. 
Take  the  downsizing  of  American  automobiles 
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The  new  standard 


Semiconductors  are  now  the 
model  for  industrial  productiv- 
ity. The  price  goes  down  down 
down;  the  market  goes  up  up  up. 


Semiconductors 
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ergy-driven  phenomenon  much  writ- 
ten about  but  only  dimly  understood. 
It  began  with  the  need  to  save  gasoline.  It  is  ending  with  a 
saving  of  everything — rubber,  steel,  glass  and  above  all 
labor.  Though  few  people  realized  it  at  the  time,  Congress, 
in  legislating  fuel-consumption  standards  for  American 
cars,  committed  itself  to  a  radically  different  industrial 
structure.  You  downsized  the  American  car  to  save  gas, 
and  you  wound  up  downsizing  not  only  the  U.S.  auto 
industry  itself  but  a  substantial  part  of  the  industrial  base 
that  supported  it.  You  saved  gasoline.  And  you  destroyed 
blue-collar  jobs. 

The  U.S.  had  already  had  some  expe- 
rience with  what  the  downsizing  of 
U.S.  energy  consumption  could  do  to 
the  economy.  A  reduction  in  the  con- 
sumption of  energy  followed  the  first 
price  shocks  of  1973-74.  In  a  decade,  92 
nuclear  reactors  were  proposed  and 
canceled,  13  others  abandoned  after 
the  expenditure  of  $5.5  billion;  nearly 
1,800  oil  tankers — roughly  90  million 
tons — sent  to  the  scrap  heap;  23  oil 
refineries  in  the  U.S.  shut  down  in 
1981  alone.  Some  100,000  gasoline 
stations  permanently  closed  down. 
Even  the  long-term  growth  of  the  oil 
industry  finally  came  to  an  end. 
"We're  different  from  most  business- 
es," Exxon  Chairman  Clifford  Garvin 
concedes.  "The  demand  for  our  prod- 
uct continues  to  decrease,  and  we  en- 
courage that." 

Downsizing  cannot  be  done  with- 
out pain.  Lots  of  pain.  Thought  of  in 
this  sense,  the  current  industrial  de- 
pression has  virtually  nothing  to  do 
with  Reaganomics,  Volckernomics  or  Carternomics.  Nor 
will  it  yield  readily  to  politicians'  simplistic  cures.  The 
simple  fact  is:  A  given  standard  of  living  no  longer  requires 
the  same  amount  of  iron  and  steel,  labor,  energy,  rubber  or 
glass  it  once  did.  So,  lots  of  people  get  hurt. 

Consider  what  happened  with  autos.  Over  the  1977-82 
model  years,  Ford  sloughed  off  over  1,000  pounds  of  var- 
ious materials,  reducing  its  average  car  weight  from  3,760 
to  2,704  pounds  in  five  years  (see  table,  p.  165).  By  1985, 
when  the  federally  mandated  27.5  miles-per-gallon  stan- 


an  en-    dard  has  to  be  met,  Ford  expects  to  shed  another  170 
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As  housing  goes,  so  goes  not  only  the  forest  products 
industry,  but  also  a  whole  range  of  building  materials — 
from  cement  to  glass  to  insulation  and,  perhaps  most 
critically  of  all,  to  copper.  With  the  copper  industry's 
number  one  market  in  trouble,  and  its  number  two  market, 
telecommunications,  threatened  by  technological  develop- 
ments like  fiber  optics  and  satellite  communications,  the 
prospects  for  U.S.  producers  look  grim,  especially  when 
production  levels  abroad  are  dictated  less  by  the  demands  of 
the  market  than  by  the  needs  of  government-owned  foreign 
producers  to  sustain  employment  and  generate  foreign 
exchange.  Half  of  the  U.S.  copper  mining  industry  has  shut 
down;  of  that,  half  will  be  lucky  to  go  back  into  production. 

Steel  is  perhaps  the  most  glaring  casualty.  "There  is  no 
reason  in  God's  wide  world,"  says  GE's  Joelson,  "that  just 
because  we  needed  so-and-so-much  steel  in  the  Fifties, 
we're  going  to  need  that  much  in  1990."  Says  Hans  Lands- 
berg,  a  resource  expert  with  Washington's  Resources  for 
the  Future  think  tank,  "My  metals  friends  say,  'Where  will 
the  world  be  without  iron  and  steel?  Everything  rests  on  it 
like  an  inverted  pyramid.'  That's  a  childish  notion.  All  the 
steel  industry  can  hope  to  do  is  reduce  in  size,  become 
more  efficient  and  more  competitive." 

As  recently  as  1976,  the  U.S.  steel  industry  shipped 
nearly  a  quarter  of  its  total  output  to  the  auto  industry. 
By  1981  the  figure  was  15% — 15%  of  a  much  reduced 
output.  And  the  prospects  are  not  encouraging.  Even  if  Ford 
should  match  its  2.9  million-car  1978  output  next  year, 
Ford's  steel  needs  would  be  at  least  30%  less  than  they  were 
in  1978.  This  at  a  time  when  some  of  steel's  other  basic 
markets  are  in  trouble — containers,  for  example,  where  for 
the  first  time  last  year  aluminum  captured  more  than  50% 
of  the  market — and  when  foreign  competition  is,  if  any- 


Where  will  all  the  jobs  come  from? 

People  talk  as  if  manufacturing  had  always  been  the  Until  World  War  I,  manufacturing,  agriculture  and  the 
principal  source  of  U.S.  jobs.  Except  for  very  brief  services  were  pretty  much  co-equal.  When  workers 
periods,  that  has  not  been  true  any  time  in  this  century,    began  to  move  away  from  the  farms  in  the  Twenties, 


Employment 


Number  of  people  employed  in  agricultural, 
manufacturing  and  service  jobs  (in  millions) 
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pounds.  GM  is  already  halfway  through  a  program  to  cut 
vehicle  weight  in  half  by  1995.  Says  Ford's  manager  of 
supply  development  and  planning,  Mary  Anne  Wheeler: 
"We're  not  just  substituting  materials  and  downsizing 
cars.  We're  also  using  all  the  materials  more  efficiently. 
The  1979  Mustang,  for  example,  was  larger  than  the  1978 
Mustang  it  replaced,  yet  it  was  200  pounds  lighter."  Heat- 
ing and  cooling  systems  are  smaller,  tires  are  smaller  and 
last  longer,  and  so  do  antifreeze,  engine  oil,  batteries  and 
lubricating  oil.  "Everything  we  were  doing,"  says  Alex 
Mair,  head  of  GM's  Technical  Staffs  Group,  "had  the  effect 
of  using  less  of  the  earth's  natural  resources." 

To  compound  the  problem,  the  Japanese  and  other  for- 
eign carmakers  steadily  increased  their  share  of  the 
auto  market — from  18%  to  nearly  30%  in  four  years,  while 
the  U.S.  carmakers  themselves  began  stepping  up  their  use 
of  lower-cost  imported  components.  No  wonder  the  gloom 
is  widespread.  Every  imported  car  that's  sold,  every  com- 
ponent that's  imported,  every  gain  in  the  efficiency  of 
materials  use  comes  out  of  the  hide  of  Detroit's  suppliers, 
the  steel  industry  most  of  all. 

Autos  are  only  the  beginning.  A  similar  sort  of  downsiz- 
ing has  begun  in  housing  and  its  satellite  industries.  Con- 
sumers have  been  forced  to  downsize  their  expectations  in 
housing  just  as  they  had  earlier  downsized  their  expecta- 
tions in  autos.  Housing  starts  have  dropped  to  around  1 
million,  and  houses  are  beginning  to  get  smaller.  "We  have 
a  structural  change  in  the  capital  markets,"  says  General 
Electric's  chief  economist,  Walter  Joelson,  " — a  shift  from 
low  interest  to  high,  which  is  forever  going  to  skew  the  flow 
of  capital  away  from  housing."  Meaning:  smaller  new 
houses,  fewer  new  houses,  a  considerably  reduced  housing 
industry. 


thing,  more  intense  than  ever. 

There  are  two  basic  ways  of  dealing 
with  these  problems  of  industrial 
change.  There  is  the  Japanese  way. 
Over  the  past  decade  or  so,  the  Japa- 
nese have  been  prepared  to  let  the 
basic  industries  in  which  they  are  los- 
ing competitiveness  gradually  run 
down,  shifting  their  resources  into 
new  industries  capable  of  generating 
higher  real  income  for  their  people. 
They  have  already  let  their  shipbuild- 
ing and  textile  industries  run  down.  They  seem  prepared  to 
accept  the  eventual  dispersal  of  their  consumer  electron- 
ics, steel,  aluminum,  petrochemicals  and  even  auto  indus- 
tries to  places  like  Korea,  Taiwan  and  Hong  Kong.  They 
are  concentrating  instead  on  dominating  industries  that 
have  greater  long-term  promise — high-technology  indus- 
tries like  semiconductors,  computers,  telecommunica- 
tions and  fiber  optics,  areas  where  the  U.S.  has  as  com- 
manding a  lead  as  it  once  had  in  autos  or  steel. 

In  direct  contrast  to  the  Japanese,  there  is  the  path  the 
British  followed  prior  to  Margaret  Thatcher.  For  30  years 
Great  Britain  attempted  to  preserve  most  of  its  dying 
industries — shipbuilding,  autos,  steel — through  protec- 
tionism and  subsidies.  The  result?  The  progressive  stagna- 
tion and  impoverishment  of  Britain's  people  and  its  econo- 
my. The  Japanese  way  surely  has  more  to  offer.  Yet  it  is 
precisely  the  British  model  U.S.  liberals  hope  to  adopt. 
Reindustrialization,  taken  literally,  is  a  nasty  joke. 

If  not  in  the  steel  mills  and  auto  plants  and  housing  tracts, 
where  are  the  needed  millions  of  jobs  to  be  found  for  the 
unemployed  and  for  the  nation's  growing  labor  force?  The 


the  biggest  and  most  vital  source  of  new  jobs  was  not 
manufacturing,  but  the  services.  And,  as  the  chart 
below  makes  clear,  that  hasn't  changed. 
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answer  is  easy,  but  the  means  of 
achieving  it  are  neither  easy  nor  very 
pleasant. 

After  all,  such  changes  have  oc- 
curred before.  At  the  outbreak  of 
World  War  I,  one-third  of  all  em- 
ployed Americans  worked  at  farming. 
As  farming  became  mechanized,  mil- 
lions of  workers  poured  off  the  farm 
and  into  industry,  where  they  built 
the  cars  and  refrigerators  and  other 
new  consumer  goods  that  have  done 
so  much  to  make  life  easier  and  better  for  all  but  the 
wealthiest  part  of  the  population.  And  food?  Today  little 
more  than  3  million  farmers  grow  more  food  than  12 
million  did  seven  decades  ago. 

A  similar  change  occurred  in  the  railroad  industry  a  few 
decades  later.  U.S.  railroads  came  out  of  World  War  II  with 
1.4  million  workers;  today  they  haul  nearly  25%  more 
freight  with  only  436,000  workers.  Did  the  unemployed  rail 
workers  starve  to  death?  Not  at  all.  They  or  their  wives  and 
children  found  work  in  other  industries.  The  U.S.  learned  to 
grow  more  and  ship  more  with  fewer  workers.  Less  labor 
consumed  in  producing  necessities  meant  more  for  luxu- 
ries, many  of  which  came  to  be  regarded  as  necessities — 
cars,  indoor  plumbing,  suburban  housing,  education. 

It  is  precisely  through  the  shrinking  of  old  industries — 
learning  to  make  more  with  less — that  new  industries 
become  possible  and  with  them  a  broadening  of  the  hori- 
zons of  life  for  most  people.  The  decline  of  old  industries  is 
sad.  But  it  is  not  a  tragedy. 

W-  hat  are  the  new  industries?  They  are  already  being 
born.  The  $114  billion  electronics  industry,  for  one,  is 
gradually  coming  to  play  the  core  role  in  the  U.S.  and  world 
economy  that  autos  played  in  the  past.  It  is  a  dazzlingly 
diverse  technology  encompassing  everything  from  televi- 
sion sets  and  microwave  ovens  to  electronic  computers  and 
missile-control  systems.  Electronics  is  rapidly  reshaping 
the  world's  industries  in  ways  that  turn  tradition  upon  its 
head.  In  the  process  it  is  minimizing  most  of  the  elements 
that  have  always  shaped  industry  in  the  past — labor,  mate- 
rials, manufacture.  If  the  old  tool  industries  were  an  exten- 
sion of  the  human  hand  and  back,  the  new  ones  are  an 
extension  of  the  human  brain  and  nervous  system.  The 
basic  thrust  of  the  technology  is  immaterial,  and  its  produc- 
tivity potential  is  enormous.  After  all,  decision  making — 
the  conversion  of  information  into  action — is  probably  the 
only  really  productive  activity  there  is. 

It  is  a  curious  thing.  In  the  early  days  of  industrialization 
there  was  a  preoccupation  with  giantism,  and  in  the  Soviet 
Union  there  still  is — the  biggest  this  and  the  biggest  that. 
But  the  postindustrial  age,  by  contrast,  seems  bent  on 
scaling  down.  Some  three-quarters  of  a  century  ago,  Henry 
Adams  wrote  about  the  Virgin  and  the  Dynamo — the 
unity  of  religion  giving  way  to  the  multiplicity  of  technol- 
ogy. And  now  the  Dynamo  gives  way  to  the  implosive 
force  of  the  Chip — but  as. yet  no  Henry  Adams  has  poeti- 
cized this  cataclysmic  event. 

No  more,  the  bigger  the  better.  Now  it  is  the  smaller  the 
better.  ENIAC,  the  first  really  large  electronic  computer, 
was  devised  35  years  ago.  ENIAC  was  the  size  of  a  room, 
with  18,000  constantly  overheating  vacuum  tubes,  and 
cost  $3  million.  A  comparable  machine  today  would  occu- 
py a  space  little  larger  than  a  typewriter  and  cost  only 
$300.  That  has  been  the  pattern  of  the  electronics  industry 
ever  since — to  downsize,  to  reduce  the  use  of  materials, 
labor,  capital,  manufacturing  to  the  barest  minimum.  And 


"There  is  no  reason  in 
God's  wide  world,"  says 
GE's  chief  economist,  "that 
just  because  we  needed  so- 
and-so-much  steel  in  the 
Fifties,  we're  going  to  need 
that  much  in  1990." 
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The  prices  of  prosperity 


The  motor  powering  much  of  the  postwar  economic  boom  was  the 
decline  in  real  price  of  many  of  the  U.S.'  most  vital  commodities.  After 
the  1973  oil  shock,  the  trend  began  to  reverse,  and  the  motor  stalled. 
(All  prices  below  in  1972  constant  dollars.) 
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at  the  same  time  to  reduce  the  price. 
The  vacuum  tube  gave  way  to  the 
transistor,  a  hundred  times  smaller; 
the  transistor  was  absorbed  by  the 
integrated  circuit,  which  itself  was 
transformed  by  the  microprocessor. 
The  pattern  was  a  classic  of  capitalist 
development.  The  cost  went  down, 
down,  down,  and  the  market  went  up, 
up,  up  (see  chart,  p.  161).  Virtually  ev- 
ery major  electronic  consumer  prod- 
uct has  repeated  the  pattern:  comput- 
ers, calculators,  tape  recorders,  radios, 
watches,  television  sets,  you  name  it. 

"By  making  things  smaller,  essen- 
tially we  don't  have  any  negative 
tradeoffs,"  says  Gordon  Moore,  chair- 
man of  Intel,  the  U.S.'  pioneering  mi- 
croprocessing outfit.  "Everything  is 
improved  simultaneously — power 
consumption,  performance,  produc- 
tion costs.  This  is  an  unparalleled  en- 
gineering situation.  There  is  always  a 
threshold  somewhere,  below  which 
you  can't  go,  but  I  can  see  another 
decade  of  progress  anyway." 

The  result  has  been  to  convert  elec- 
tronics from  a  heavy  industry  into 
a  light  one — a  process  that  tends  to 
repeat  itself  in  whatever  industry 
electronics  touches.  In  the  Fifties,  for 
instance,  at  Western  Electric's  Allen- 
town,  Penna.  plant,  rows  of  white- 
smocked  women  assembled  vacuum 
tubes  by  hand,  backed  up  by  metal- 
working  shops  and  gas  fires  for  work- 
ing glass.  All  this  has  been  phased  out. 
The  tubes  were  replaced  by  semicon- 
ductors— silicon  transistors,  that  is — 
and  by  integrated  circuits.  Printed 
circuits  have  replaced  wired  ones, 
and  high-speed  automatic  equipment 
bonds  the  circuits  under  a  single  op- 
erator. It's  a  pattern  that  has  been 
repeated  everywhere. 

Take  the  1977  Apple  II  computer. 
According  to  Frederick  L.  Zieber,  a 
semiconductor  specialist  with  Cuper- 
tino, Calif. 's  Dataquest  research  firm, 
that  1977  Apple  had  105  semiconduc- 
tor parts  with  a  value  of  $693.  Last 
year  those  same  parts  cost  only  $97 
and,  when  the  Super  Apple  II  comes 
on  the  market,  those  105  parts  will 
probably  be  reduced  to  10.  "The  sav- 
ings showed  up  in  the  prices,"  Zieber 
says.  "The  original  machine  sold  for 
$2,300,  vs.  $1,700  today,  and  if  you 
went  back  to  the  original  $693,  you 
could  build  a  machine  that  had  8 
times  the  memory  and  40  times  the 
computing  power." 

The  old  Friden  calculator  had  hun- 
dreds of  parts  and  sold  for  maybe 
$800.  Its  electronic  version  has  50 
parts  and  costs  $10.  One  microproces- 
sor replaced  350  parts  in  a  Singer  sew- 
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ing  machine,  and  a  few  dozen  micro- 
chips can  replace  80  pounds  of  switch- 
es and  wiring  in  a  vending  machine. 

What  made  all  the  difference  was 
the  microprocessor — a  device  that 
crowded  the  central  element  of  a  com- 
puter, its  arithmetic  and  logic  cir- 
cuits, onto  the  same  chip.  Until  Intel 
developed  it  in  1971,  electronic  com- 
puting had  relatively  limited  applica- 
tions. You  don't  use  a  bulldozer  to 
turn  over  a  rose  bed,  or  a  stamping 
machine  to  turn  out  cookies,  and  you  wouldn't  use  an  IBM 
360  to  index  your  recipes.  The  big  computers  are  expensive 
and  most  efficient  when  handling  large  volumes  of  materi- 
al. But  like  the  fractional  horsepower  motor,  the  micro- 
processor opened  up  an  enormous  and  almost  unlimited 
market  in  small  applications.  "A  few  years  ago,"  says 
Regis  McKenna,  head  of  the  Palo  Alto  public  relations  firm 
that  represents  an  inordinately  large  number  of  Silicon 
Valley's  electronic  entrepreneurs,  "everything  had  a  frac- 
tional horsepower  motor  to  run  it.  Today  everything  has 
an  electronic  brain.  It's  a  base  industry,  the  semiconductor 
industry.  It's  not  really  a  product;  it's  process  oriented,  like 
oil,  and  other  products  and  industries  will  live  off  it  for 
decades." 

"The  hardware  continues  to  go  down  in  price,"  says 
Intel's  Gordon  Moore.  "In  some  instances,  100,000-fold  in 
15  or  20  years.  And  that  means  that  wherever  electronics 
is  appropriate,  the  electronic  solution  is  going  to  be  the 
one  that  eventually  dominates." 

"The  exciting  thing  that's  going  on,"  says  TRW  Chair- 
man Ruben  Mettler,  "is  the  use  of  the  new  technology  in 
the  older  and  more  mature  industries.  What  you  can  do  for 
a  combine,  a  tractor,  a  truck  or  a  car  with  a  little  electron- 
ics is  pretty  dramatic.  It  enhances  quality,  it  enhances 
productivity,  it  reduces  costs  and  it  permits  more  sophisti- 
cated designs."  But  it  also  saves  on  material  and  requires 
fewer  workers. 

What  began  as  a  trickle  has  become  a  flood.  Industry 
after  industry  is  beginning  to  turn  to  microelectronics. 
And  not  just  in  manufacturing.  Microelectronics  is  begin- 
ning to  handle  sophisticated  information  of  all  sorts — the 
sort  now  handled  by  trained  professionals — in  medical 
diagnosis,  architectural  design,  oil-well  analysis,  teaching, 
accounting,  stock  analysis,  journalism.  The  increments 
are  often  small,  but  the  cumulative  impact  promises  to  be 
enormous,  conceivably  as  enormous  in  driving  down  the 
costs  of  things  as  energy  proved  to  be  in  driving  them  up. 

Looked  at  in  this  way,  the  very  advance  of  electronics,  of 
electronic  data  processing,  dooms  the  older,  labor-  and 
capital-intensive  heavy  industries.  They  are  still  needed 
but  are  no  longer  center  stage.  Here  the  analogy  with  the  old 
agriculture  holds  true:  The  knowledge  industries  are  re- 
placing the  blue-collar  industries  in  the  advanced  societies 
as  inexorably  as  the  service  and  blue-collar  industries  once 
supplanted  agriculture  as  the  principal  activity  of  mankind. 

The  ramifications  are  almost  endless.  Electronic  order 
processing  has  already  begun  to  transform  the  whole- 
sale distribution  business.  Alco  Standard,  for  instance,  has 
built  a  $2  billion  business  in  paper,  health  services  and 
auto  parts  by  computerizing  its  ordering,  warehousing  and 
delivery  operations — substituting  low-cost  electronics  for 
high-cost  labor.  As  a  result,  Alco  turns  its  inventory  7.5 
times  a  year,  instead  of  6,  and  cuts  its  inventory  costs 
accordingly. 

When  Foremost-McKesson  computerized  its  drug  distri- 


bution, it  cut  its  warehouse  personnel 
from  140  to  12  and  doubled  its  busi- 
ness. For  the  drug  distribution  indus- 
try as  a  whole,  computerization 
helped  cut  operating  costs  from 
11.4%  of  sales  to  8.3%.  "Labor's  ini- 
tial attitude  is:  A  robot  is  going  to 
take  a  person's  job,"  says  Alco  Chair- 
man Ray  Mundt.  "But  that  robot  is 
necessary  to  keep  that  company  com- 
petitive in  the  marketplace,  and  if  it's 
not  competitive,  there  aren't  going  to 
be  any  jobs  at  all.  If  you  can't  stay  competitive,  forget  it, 
you  aren't  going  to  be  around." 

General  Electric  expects  factory  automation  to  be  one  of 
its  biggest  growth  businesses.  GE  is  presently  spend- 
ing $38  million  to  automate  its  own  dishwasher  plant  in 
Louisville  as  a  sort  of  laboratory  to  discover  what  it  can  do 
for  itself  and  for  others.  GE  figures  it  could  conceivably 
replace  half  of  its  37,000  assembly  workers  with  robots.  At 
Erie,  Penna.,  it's  spending  $300  million  to  expand  its 
locomotive  capacity  50%;  an  automated  operation  will 
turn  out  a  diesel  or  electric  motor  frame  a  day  with  no 
operator  whatsoever,  a  procedure  that  used  to  take  68 
machine  operators  16  days. 

The  Bell  System  used  to  account  for  4%  to  5%  of  the 
U.S.'  copper  consumption.  But  AT&T  is  turning  from 
copper  to  light-guide  cable  systems,  in  which  lasers  blink 


Cause  and  effect 


To  meet  fuel  efficiency  standards,  the  auto  industry 
was  forced  to  reduce  both  the  size  and  the  weight  of 
its  vehicles.  The  effect  on  Detroit's  suppliers,  as  the 
table  below  detailing  Ford's  program  suggests,  was 
well  nigh  catastrophic.  Over  a  five-year  period,  Ford 
cut  the  steel  content  of  its  average  car  by  31%, 
rubber  by  28%,  zinc  die  castings  by  71%. 


•Pounds  (dry  weight)- 


Material 

1977 

1982 

1985 

Plastics 

165. 

224 

225 

Aluminum 

110 

133 

135 

High  strength  steel 

105 

252 

270 

Cold  rolled  steel 

820 

510 

490 

Hot  rolled  steel 

1,419 

864 

760 

Cast  iron 

620 

352 

315 

Glass 

93 

74 

67 

Rubber  (synthetic,  natural) 

180 

129 

120 

Sound  deadeners 

85 

46 

42 

Copper  and  brass 

35 

32 

25 

Lead 

29 

28 

25 

Zinc  die  castings 

34 

10 

10 

Other 

65 

50 

49 

Total  weight 

3,760 

2,704 

2,533 

"By  making  things  small- 
er," says  Intel's  Chairman 
Gordon  Moore,  "every- 
thing improves  simulta- 
neously— performance, 
power  consumption,  pro- 
duction costs." 
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millions  of  times  a  second  over  a  glass  fiber.  Light  guide 
will  go  into  a  new  transoceanic  cable,  which  will  have 
greater  capacity  than  the  five  other  cables  combined,  and  it 
is  also  going  into  the  776-mile  communications  network 
AT&T  is  building  between  Cambridge,  Mass.  and  Rich- 
mond, Va.  In  a  different  time,  such  a  system  alone  would 
have  used  2.5  to  3  million  pounds  of  copper,  equal  to  about 
1%  of  the  U.S.'  1981  copper  consumption.  But  the  light- 
guide  cable  is  lower  cost,  higher  quality  and  larger  volume. 
In  the  circumstances,  it's  not  inconceivable  that  Western 
Electric  could  meet  its  copper  needs  for  the  rest  of  the 
century  by  reclaiming  the  copper  it  has  in  place.  Good-bye, 
marginal,  high-cost  copper  mines. 

The  implication  for  the  traditional  materials  is  awe- 
some. Steel,  copper,  lead  and  zinc  will  lose  more  and  more 
of  their  importance,  and  lighter-weight,  more  sophisti- 
cated and  exotic  materials  will  come  to  the  fore.  "The 
knowledge  industry,"  says  RFF's  Hans  Landsberg,  "is  the 
enemy  of  the  traditional  materials  industry." 

When  the  U.S.  emerges  from  the  present  recession,  it 
may  discover  that  industry  has  made  enormous  gains  in 
productivity  but  that  unemployment  has  not  necessarily 
been  reduced.  To  take  the  easiest  example:  Nobody  expects 
Detroit  to  rehire  more  than  a  portion  of  the  400,000  or  so 
autoworkers  that  have  been  laid  off.  The  Bureau  of  Labor 
Statistics  expects  auto  employment  will  recover  to  no 
more  than  900,000,  down  from  1978's  1  million.  And,  as 
factory  automation  proceeds  in  the  auto  industry,  another 


200,000  could  lose  their  jobs  over  the  next  several  years. 

"In  the  last  three  or  four  recessions,"  says  Harvey  Ha- 
mel,  an  economist  with  the  BLS,  "the  recovery  has  never 
brought  unemployment  back  down  to  the  level  where  it 
was  prior  to  the  recession.  Unemployment  has  settled 
down  at  the  higher  rate  every  time." 

A Congressional  Budget  Office  study  estimates  micro- 
electronic technology  could  cost  the  U.S.  3  million 
jobs  by  the  end  of  the  decade — 15%  of  the  manufacturing 
work  force — and  7  million  by  the  year  2000.  Dataquest's 
Fred  Zieber  doubts  whether  many  of  these  job  losses  can 
be  avoided.  "You  can  say,  'Don't  use  electronics  because 
electronics  is  going  to  cost  jobs.'  But  you  can't  hold  them 
back  anymore  than  you  can  hold  back  Pac-Man.  Somebody 
in  some  other  country  will  use  it,  and  those  jobs  are  going 
to  be  lost  anyway." 

The  cost  savings — and  the  competitive  impact — can  be 
so  extraordinary  that  companies  and  countries  have  no 
choice  but  to  adopt  the  technology  if  they  want  to  survive. 
The  Japanese  success  in  the  microelectronics  market  was 
based  in  part  on  their  ability  to  produce  a  lower-cost  and 
higher-quality  product  using  automatic  equipment  than 
the  U.S.  producers  could  turn  out  by  hand.  And  the  U.S. 
producers  retaliated  by  turning  to  automation  themselves. 

"A  country  that  wants  to  participate  in  the  world  econo- 
my can't  keep  the  technology  out,"  Gordon  Moore  says. 
"The  alternative  to  not  adopting  it  does  not  exist,  because 
you'll  lose  the  jobs  completely,  you'll  not  be  competitive 


Baby  boom,  baby  bust 


The  Baby  Boom  of  the  Fifties  powered  much  of  the 
economic  growth  of  the  Sixties  and  Seventies.  But  the 
Baby  Bust  of  the  Sixties  will  mean  fewer  young  people 


18  to  24  entering  the  work  force,  and  that  should  help 
considerably  to  ease  the  U.S.'  employment  problems  in 
the  Eighties. 


U.S.  Population 
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in  the  world  market."  So  reindustrial- 
ization — the  traditional  revival  of  tra- 
ditional industry — makes  as  much 
sense  as  fighting  unemployment  by 
throwing  out  machinery  and  building 
roads  with  human  labor. 

Is  the  U.S.,  indeed  the  world,  then 
doomed  to  suffering  massive  unem- 
ployment: Not  necessarily — not  in 
the  long  run.  Look  what  has  been  hap- 
pening in  the  U.S.  in  recent  years: 
Total  employment  in  the  country  has 
risen  from  75  million  in  1970  to  99.7  million  in  1982.  But  of 
the  25  million  new  jobs,  only  2.3  million  were  in  manufac- 
turing. Virtually  all  the  new  jobs  have  come  in  the  service 
industries:  utilities  and  transportation,  wholesale  and  re- 
tail trade,  producer  and  personal  services  and  government. 
Union  spokesmen  like  to  sneer  that  the  new  jobs  involve 
serving  hamburgers  in  fast-food  restaurants.  They  forget 
electronics,  data  processing,  the  law  and  such  fancy  new 
opportunities  as  environmentalism,  affirmative  action,  as- 
tronautics and  hazardous-waste  control. 

According  to  the  BLS,  employment  in  the  computer  and 
peripheral  industries  should  grow  twice  as  fast  as  the 
national  average  over  the  next  decade,  including  such  jobs 
as  computer-repair  technicians,  computer-systems  ana- 
lysts, computer  operators,  office-machine  and  cash-regis- 
ter service,  computer  programmers. 

But  if  bank  tellers  are  to  become  computer  operators  and 
machine  operators  become  computer  programmers,  there's 
got  to  be  a  massive  upgrading  of  skills  involved.  You  don't 
have  to  have  a  college  degree  to  be  a  programmer.  But  you  do 
have  to  have  some  basic  skills.  Old  dogs — and  most  people 
get  to  be  old  dogs  by  the  time  they're  35 — don't  want  to 
learn  new  tricks,  and  whether  they're  salaried  professionals 
or  assembly-line  workers,  they  don't  want  to  move  else- 
where to  learn  them.  But  though  Luddite  visions  of  unem- 
ployed millions  cannot  be  entirely  dismissed,  there  is  no 
reason  to  think  that  a  nation  that  has  coped  with  fair 
success  with  the  problems  of  the  elderly  and  the  disadvan- 
taged, the  ill-educated  and  the  unhealthy  cannot  finds  ways 
and  means  to  make  even  this  problem  manageable. 

Luckily,  the  U.S.'  changing  demographics  will  help. 
Along  with  the  downsizing  of  U.S.  industry,  there  has  also 
been  a  downsizing  of  the  U.S.  population  growth  rate.  As 
the  Eighties  progress,  the  U.S.  will  begin  to  feel  the  impact 
of  the  lower  birthrates  of  the  Sixties.  There  may  not  be  the 
population  stimulus  to  economic  growth  there  was  in  the 
Sixties,  but  there  shouldn't  be  so  much  difficulty  in  gener- 
ating new  jobs  either  (see  chart). 

The  new  entrants  to  the  work  force,  as  management 
philosopher  Peter  Drucker  points  out,  are  likely  to  be 
far  better  educated  than  those  who  are  leaving  it.  This 
means  that  a  labor  shortage  could  conceivably  develop  in 
the  traditional  manufacturing  and  service  occupations, 
and  a  labor  surplus  in  the  more  capital-intensive,  high- 
skill  and  technology  jobs.  Blue-collar  industrial  and  ser- 
vice jobs  would  go  begging.  Which  may  justify  the  trans- 
fer of  labor-intensive  manufacturing  to  the  developing 
countries — as  is  happening  already.  "The  standard  of 
living  of  the  developed  world,"  Drucker  says,  "can  be 
maintained  only  if  it  succeeds  in  mobilizing  the  labor 
resources  of  the  developing  world."  Foreign  competition 
thus  plays  its  part  in  the  dynamics  of  changing  industry. 
To  assure  markets  for  our  higher-skilled  output,  we're 
going  to  need  to  cultivate  the  labor-intensive  economies 
of  the  developing  world.  Thus,  job  exports  ultimately 


loom  as  a  means  of  protecting  higher- 
skilled  jobs  at  home. 

"As  a  practical  matter,"  says 
TRW's  Ruben  Mettler,  "the  commod- 
ity, lower-technology,  more-labor-in- 
tensive tasks  are  going  increasingly  to 
the  developing  and  middle-developing 
countries.  The  $20  an  hour  they  pay 
in  Detroit  can't  compete  with  the  $2 
or  $3  in  Mexico  or  Taiwan.  We  are 
part  of  the  world  economy.  So  it's 
healthy  for  the  U.S.  to  move  to  the 
higher-value-added  segment  of  the  world  economy." 

But  isn't  half  the  U.S. '  semiconductor  industry's  approxi- 
mately 500,000-man  employment  outside  the  U.S. — partly 
because  of  cost,  partly  because  the  best  process  engineers  in 
the  world  are  in  Taiwan  and  Singapore?  Yes,  but  there's 
nothing  irrevocable  about  the  move.  Explains  Ralph  Anavy, 
vice  president  of  Gnostic  Concepts,  a  Menlo  Park,  Calif, 
research  firm,  "Once  you  have  wiped  out  almost  all  direct 
labor  and  automated  the  process,  it  doesn't  make  sense  to 
keep  manufacturing  in  Singapore.  In  semiconductor  assem- 
bly, the  labor-intensive  job  of  bonding  the  dies  to  the  lead 
frames  used  to  be  done  abroad.  Now  it  is  done  automatical- 
ly in  the  U.S."  In  such  circumstances,  automation  could 
conceivably  enable  the  U.S.  to  recover  such  industries  as 
textiles,  long  since  lost  overseas. 

Joseph  Schumpeter,  the  great  Austrian  economist  who 
for  three  generations  was  largely  eclipsed  by  Keynes, 
wrote  of  the  "gales  of  creative  destruction"  in  economic 
life.  These  sweep  away  the  obsolete  and  the  inefficient  and 
make  place  for  the  new.  These  gales  have  made  a  waste- 
land of  large  parts  of  the  U.S.  Middle  West.  But  they  are 
blowing  in  whole  new  industries.  The  dual  nature — cre- 
ative and  destructive — of  the  changes  can  be  seen  clearly 
in  a  city  like  Akron  (see p.  170). 

A  large  part  of  the  rising  affluence  of  the  U.S.  in  the  post- 
World  War  II  years  stemmed  from  the  fact  that  the  real 
prices  of  many  of  the  U.S.'  most  vital  commodities  de- 
clined, and  often  declined  sharply — from  gasoline  to  elec- 
tric power  to  automobiles.  They  did  so  for  a  variety  of 
reasons — technological  change,  the  abundance  of  raw  ma- 
terials, multiplying  economies  of  scale — but  by  the  early 
Seventies  most  of  those  forces  had  begun  to  run  out.  The 
next  unit  of  almost  everything  cost  more  than  the  last,  and 
when  the  price  of  oil  lurched  out  of  control  in  1973,  the 
game  was  over.  Living  standards  began  to  decline. 

But  those  dynamics  of  falling  prices  are  still  valid,  and 
these  days  it  is  microelectronics  that  offers  the  best  hope  of 
getting  those  costs  trending  downward  again — not  from 
deflation,  but  from  real  productivity  gains.  The  microproc- 
essor has  an  insidious  capacity  for  pervading  every  aspect  of 
the  economy — for  filling  it,  reforming  it  and  reshaping  it  to 
its  image.  And  it's  a  dynamic  that  corporations  from  GM  to 
Western  Electric  are  working  to  get  moving  again. 

"The  cost  of  a  lot  of  things  isn't  going  up,"  says  Western 
Electric's  Vice  President  William  B.  Marx.  "It's  coming 
down — tape  recorders,  television  sets,  long-distance  tele- 
phone service."  "In  the  electronics  industry,"  says  Ralph 
Anavy,  "the  cost  of  production  typically  goes  down  be- 
tween 20%  and  30%  for  each  doubling  of  volume." 

Tell  that  to  the  unemployed  auto,  steel  or  machine-shop 
workers?  You  can't.  Their  futures  are  not  bright.  For  them, 
adapting  to  the  new  world  isn't  going  to  be  easy.  But  for  the 
country  at  large,  for  the  world  at  large  and  for  the  children 
of  the  present  generation,  there  is  absolutely  no  reason  to 
despair  for  the  economic  future.  ■ 


"The  lower-technology 
tasks  are  going  to  the  devel- 
oping world,"  says  TRW's 
Mettler.  "So  the  U.S.  must 
move  to  the  higher-value- 
added  segments  of  the 
world  economy." 


FORBES,  NOVEMBER  22,  1982 


167 


How  Dow  Jones  News 
Launch  Rockwell  Into  J 


Rockwell  International  has  played  a  prime  role  in  helping 
NASA  launch  America  into  the  space  age.  Now  Dow  Jones 
News/Retrieval®  is  doing  its  part  to  help  one  of  America's 
largest  corporations  discover  a  new  world  of  information. 

"Check  this  on  the  Dow"  is  a  familiar  sound  to  Ruth 
Gunning,  Manager  of  Business  Information  Services  at 
Rockwell's  Pittsburgh  headquarters.  It's  a  phrase  executives 
from  many  departments  use  as  they  rely  on  the  Business  Re- 
search Center  to  get  them  information  for  marketing,  com- 
munications, and  strategic,  financial  and  international  plan- 
ning projects. 

Exclusive  Business  Information 
On  "The  Dow" 

"The  Dow"  is  Dow  Jones  News/Retrieval, 
the  accurate  and  timely  business  and 
financial  information  service.  An 
information  service  that  gives 
decision-makers  at  Rockwell 
instant,  electronic  access 
to  exclusive  news  from 
The  Wall  Street  Journal, 
Barron's  and  the 
Jones 

News 


By  using  Dow  Jones  News/Retrieval,  Ruth  Gunning  and 
staff  can  keep  up-to-date  on  breaking  news,  search  and 
trieve  information  like  stock  quotes,  SEC  data,  and  cor 
ate  and  industry  profiles. 

The  One  Tool  You  Can't  Be  Without 

Although  Ruth  Gunning  has  more  than  400  data  base 
choose  from,  Dow  Jones  News/Retrieval  is  the  one  tr 
most  frequently  front  and  center.  "It's  the  first  place  I  gc 
current  information,"  she  says.  "There  is  no  other  ser 
available  to  me  that  is  so  timely.  At  Rockwell,  it's  a 
that  cuts  across  all  departments." 

Business  Information  For  Every  Departme 

Dow  Jones  News/Retrieval  provides  everything  from  c 
petitive  data,  economic  updates  and  contract  and  me 
news,  to  reports  on  important  Congressional  and  Def 
Department  activities. 

"We  use  it  to  prepare  all  types  of  special  reports,"  em 
sizes  Ruth  Gunning.  "We  monitor  some  450  companies 
65  'peers'  of  interest  to  Rockwell."  She  monitors  the  r 
important  companies  on  a  weekly  basis  and  prepares  sp 
summaries  for  key  people  in  strategic  and  financial  pi  am 

"Special  Reports  That  Help  Us  Work  Smart 

"Then  there's  our  daily  report  for  the  Senior  Vice  Presi« 
Sam  Petok.  Each  morning  he  receives  the  latest  news 
Congress,  the  Department  of  Defense  and  on  matters 
portant  to  Rockwell. 


United  States, 


etrieval  Has  Helped 
ew  World  Of  Information 


her  News/Retrieval  "special  project"  is  the  Weekly 
omic  Update  for  key  management  staff  and  news  on 
■nment  regulations  important  to  many  Rockwell  indus- 
All  this  in  addition  to  the  specific,  daily  requests  for 
nation  from  "the  Dow"  for  members  of  many  other 
well  departments. 

So  Easy  To 
.A.cccss«  •  • 
So  Easy  To  Use 

News/Retrieval's  use 
at  Rockwell  hardly  ends 
with  the  Business  Re- 
search Center.  In  addi- 
tion to  the  requests 
that  come  directly  to 
Ruth,  other  Rockwell 
headquarter's  staff  mem- 
orefer  to  access  News/Retrieval  direcdy  through  their 
:erminals.  As  Ruth  Gunning  says,  "It's  so  easy  to  use, 
ion't  need  someone  with  experience  to  do  it  for  them." 

king  Smarter,  Faster  and  Less  Expensively 

it  time  your  company  checked  into  Dow  Jones  News/ 
;val?  Just  as  Rockwell  maximizes  performance  and 


productivity  with  Dow  Jones  News/Retrieval,  every  de- 
partment in  your  company  will  also  perform  better  by  having 
the  news  and  facts  they  need. .  .when  they  need  it.  Acces- 
sible on  most  standard  terminals,  Dow  Jones  News/Retrieval 
is  easy  to  use  and  inexpensive.  You  pay  only  for  the  infor- 
mation you  request. 

Free  Booklet. .  .Free  Trial 

It's  easy  to  find  out  more  about  News/Retrieval.  For  a  free 
1 2-page  color  booklet  and  a  free  trial,  call  our  hotline.  See 
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WHATEVER  HAPPENED  TO 

AKRON? 


Akron,  Ohio,  once  the  rubber  capital  of  the 
world,  turned  out  its  last  passenger  car  tire  five 
years  ago,  its  last  truck  tire  this  past  August.  In 
its  heyday,  say  1955,  some  55,000  men  and 
women  held  down  jobs  in  the  area's  rubber 
factories.  Today  most  of  the  plants  are  gone,  and 
fewer  than  10,000  are  employed  in  those  that 
remain.  On  those  numbers  alone,  Akron  should 
be  near  dead,  another  case  history  in  the  decline 
of  smokestack  America.  But  Akron  is  not  dead. 
It  is  thriving — yet  another  paradox  of  the  cur- 
rent economic  situation. 

In  fact,  except  for  a  brief  time  just  before  this 
recession,  more  people  are  working  in  Akron 
today  than  at  any  time  in  its  history.  The  big 
tire  companies  sent  their  plants  south  and  west 
(and  lost  market  share  to  foreign  competitors 
anyway),  but  the  companies  themselves  re- 
mained. They  diversified  into  new  businesses 
and  new  markets,  building  research  facilities 
and  hiring  staffs  to  support  them.  The  blue- 
collar  jobs  slipped  away,  but  a  new  class  of 
white-collar  workers  showed  up — scientists, 
engineers,  computer  programmers,  market  re- 
searchers, accountants,  lawyers.  Often  they 
work  in  the  very  plants,  gutted  and  renovated, 
where  tires  had  been  made. 

With  its  large  labor  sup- 
ply and  ready  access  to 
markets  in  the  Northeast, 
the  Akron  area  has  also  at- 
tracted scores  of  small 
businesses.  It  is  now  dotted 
with  industrial  parks  hous- 
ing small  machine  shops, 
plastic  extruders  and  mold- 
ers,  electrical-component 
makers.  This  year  alone, 
the     recession  notwith- 


A  1916 plant,  now  Goodyear  Technical  Center 


standing,  some  30  new  manufacturers  opened 
in  Akron,  joining  1,000  concerns  already  there 
and  creating  2,000  new  jobs. 

This  cycle  of  decline  and  renewal  has  not 
been  pain-free.  Akron  today  has  an  11.7%  un- 
employment rate,  below  the  12.5%  rate  for  the 
entire  state  but  above  the  national  average  of 
10.1%.  Many  of  the  new  manufacturing  jobs  are 
in  high-technology  fields  like  aerospace,  requir- 
ing skills  beyond  the  abilities  of  many  former 
rubber  workers.  And  some  70%  of  the  jobs  are 
now  nonmanufacturing,  many  of  them  lower- 
paying  than  former  factory  jobs. 

Nor  has  Akron  escaped  the  urban  blight  that 
afflicts  so  many  other  once-thriving  cities  in  the 
industrial  heartland.  An  eight-  to  ten-block  resi- 
dential area  along  Arlington  Street  on  Akron's 
east  side  is  as  grim  as  you  will  find  anywhere. 

But  despite  the  pain,  Akron  is  visibly  growing. 
Since  1970  its  work  force  has  expanded  from 
168,000  to  210,000,  and  the  increase  has  come 
from  services,  not  the  old  manufacturing  econo- 
my. Even  in  the  old  days,  services  provided 
roughly  half  of  Akron's  jobs,  but  now  they  have 
decisively  taken  over.  The  services  now  provide 
two-thirds  of  all  Akron's  employment,  144,000 
jobs,  while  manufacturing 
generates  a  mere  66,000.  Of 
these,  only  23,000  come 
from  Akron's  traditional 
plastics  and  rubber  indus- 
tries. Far  from  dying,  Akron 
is  in  the  midst  of  a  renais- 
sance. In  a  sense,  Akron  is  a 
microcosm  for  our  econo- 
my: whole  industries  seri- 
ously ill  but  the  overall 
economy  holding  up  sur- 
prisingly well. — Jon  Schriber 
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Before  Akron  was  a  rubber 
town  it  was  a  cereal  town.  But 
cereals  move  away,  too,  and  in 
1980  a  $10  million,  196-room 
hotel  was  cut  out  of  an  old 
Quaker  Oats  factory  and  its 
grain  silos.  With  the  new 
Quaker  Hilton  (occupancy 
rate:  a  solid  75%)  as  its 
centerpiece,  Quaker  Square  is  a 
complex  of  35  shops, 
boutiques,  restaurants  and 
conference  rooms  drawing  2 
million  visitors  a  year, 
generating  $15  million  in 
revenues.  Over  500  people 
work  in  the  complex — more 
than  the  old  Quaker  factory 
employed. 


Akron's  Gilchrist  Road 
complex  (right)  is  one  of  the 
oldest  industrial  parks  in  the 
country.  Established  in  1924 — 
by  a  railroad,  of  all  things — it 
still  bustles  today,  its  4  million 
square  feet  a  base  for,  among 
others,  Betsy  Ross  Food,  a 
large,  institutional  supplier,- 
Albrecht,  a  grocery  company, 
and  a  Georgia-Pacific  facility. 
General  Tire's  research  center 
is  also  part  of  this  old-new 
industrial  park. 


The  $14  million  E.J.  Thomas 
Performing  Arts  Hall  (above) 
drew  rave  reviews  when  it 
opened  in  1973.  The  halls  of 
New  York's  Lincoln  Center, 
said  New  York  Times 
architecture  critic  Ada  Louise 
Huxtable,  were  "provincial  by 
comparison."  Named  after  a 
former  Goodyear  chairman, 
the  3,000-seat  hall  costs  $1.25 
million  to  operate,  with  the 
$700,000  shortfall  in  revenues 
paid  for  by  the  University  of 
Akron,  which  runs  it. 
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A  stretch  of  the  once-neglected  Ohio  Canal  (above)  is  turned  into 
"Landings  at  Canal  Park,"  a  moderate  housing  project,  at  a  cost 
of  $15  million,  two-thirds  of  it  lent  by  local  banks. 


Mike  Danoff  (right)  is  director 
of  the  Akron  Art  Museum, 
now  a  national  force  in 
American  art  and  sculpture. 
Behind  him  is  Nancy  Graves' 
"Variability  and  Repetition  of 
Similar  Forms."  The  museum 
opened  its  new  quarters  in 
1980  at  a  cost  of  $3.2  million, 
all  raised  locally.  Pat  Martel 
and  son  Paul  (far  right)  run  a 
French  restaurant  in  four-year- 
old  Liberty  Commons,  a 
shopping  center  in  affluent 
Merriman  Valley.  The  house 
specialty  is  Lobster  Maxim 
($16.75  a  la  carte). 
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Restoration  of  the  Ohio  Canal 
(left)  is  a  major  element  in  an 
ambitious  $180  million 
downtown  revitalization 
project,  envisioning  luxury 
condominiums,  new  shopping, 
cultural  and  entertainment 
facilities  in  the  city's  central 
core.  Heavily  involved  in  the 
Akron  Priority  Corp.,  which 
sponsored  the  planning,  are 
B.F.  Goodrich  Chairman  John 
Ong  (right)  and  Firestone 
Chairman  John  Nevin  (above) 


Akron  may  not  be  known  as  a 
high-technology  center  yet — 
but  it's  trying.  The  26,000- 
student  University  of  Akron 
(right),  Ohio's  third  largest, 
excels  in  polymer  research. 
This  has  helped  to  attract 
scores  of  plastics  and  rubber- 
related  firms  to  the  area. 
Crystaloid  Electronics,  a 
maker  of  liquid  crystal  displays 
(LCD)  used  in  digital  watch 
faces  (mock-up  above),  started 
in  Akron  because  of  its 
proximity  to  Kent  State  and 
LCD  research.  Molly  McBride 
(left)  is  a  robotics  engineer 
designing  the  "gripper"  and 
computer  software  for 
Japanese  robots  at  Admiral. 


1 


Between  corporate  and  public 
funds,  according  to  Akron 
Mayor  Roy  Ray  (above),  "$1 
billion  is  being  spent  on 
research  in  the  greater  Akron 
area  this  year."  Ray,  the  son  of 
a  tire  worker,  is  the  fourth 
mayor  in  the  20-year  effort 
Akron  has  made  to  keep  the 
rubber  companies 
headquartered  in  the  area.  But 
Ray  has  also  emphasized 
developing  small  businesses. 
"We  think  they  are  the 
keystone  for  the  local 
economy,"  he  says.  "With 
diversity,  one  sector  may  be 
down  while  another  may  be 
up,  smoothing  out  the  business 
cycle." 
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"Gentlemen,  we've  got 
[  roblem:  Northwestern 
utual  Life'' 


"I'm  referring  to  a  new  plan 
they  devised  that  enables  their 
policyowners  to  increase  their  divi- 
dends! Some  up  to  40%  or  more. 
And  that's  without  an  increase  in 
premiums.  The  Northwestern 
calls  it  Update  '83. 

"Disappointing,  wouldn't 
you  say? 

"How  many  times  must  we  be 
upstaged  by  the  so-called  'Quiet' 
Company?  Last  year  it  was  their 
Extra  Ordinary  Term  policy  that 
combines  the  protection  of  term 
insurance  with  the  advantages  of 
whole  life.  Do  you  know  what  that 
means?  While  maintaining  level 
premiums,  Extra  Ordinary  Term 
builds  cash  value!! 

"And  how  can  we  forget  their 
Update  '80,  where  they  provided 
over  three  billon  dollars  in  extra 
coverage  to  their  permanent 


policyowners  without  increasing 
premiums!!! 

"It's  embarrassing,  gentlemen. 
But  my  solution  is  this:  since 
Northwestern  Mutual  has  been 
innovating  for  over  a  century  and 
is  not  about  to  stop,  I  advise  that 
we  get  on  the  stick . . .  and  start" 

Of  course  the  competition  is 
concerned  about  our  great  life 
insurance  values.  But  if  you  re  a 
Northwestern  Mutual  policyowner, 
you  already  know  about  them.  If 
not,  call  a  Northwestern  agent.  Hes 
the  only  one  who  handles  North- 
western plans.  Hell  tell  you  just  how 
innovations  so  tough  on  our  com- 
petitors can  make  it  so  easy  on  you. 

Northwestern 
Mutual  Life 

The  Quiet  Company 

A  tough  act  to  follow 

©The  Northwestern  Mutual  Lite  Insurance  Company,  Milwaukee.  Wisconsin  1982 


Everything  in  the  new  structure  of  industry 
has  the  effect  of  using  less  of  the  earth's  SET 
resources.  Bad  news  for  the  suppl 
those  resources — and  their  workers. 


Pity  the 
storehouse 


By  Allan  Dodds  Frank 


^3r^  - 


It  is  a  haunting  scene  from  a 
passing  world:  At  Harbel,  Fire- 
stone Corp.'s  56-year-old  planta- 
tion outside  Monrovia,  Liberia,  5,000 
men  called  tappers  filter  through  the 
measured  rows  of  rubber  trees,  scrape 
off  1/16-inch  diagonal  strips  of  bark 
and  renew  the  flow  of  rubber  milk. 
From  tin  cups  pinned  waist 
high  to  the  trees,  they  deftly 
collect  coagulated  rubber 
from  the  last  tap,  flip  it  into 
shoulder  bags  and  move  on. 
The  process  has  been  used 
for  decades. 

The  managers  and  men  at 
Harbel  (named  for  Harvey 
and  Idabelle  Firestone)  have 
little  idea  of  the  industrial 
world's  structural  shift  (see 
"The  molting  of  America,  "p. 
161).  But  they  know  its  ef- 
fects. Firestone  is  Liberia's 
largest  private  employer, 
with  12,000  workers  at  Har- 
bel and  1,700  workers  at  Ca- 
valla,  a  second  plantation 
near  the  Atlantic  Coast.  But 
the  company  has  laid  off 
more  than  1,000  field  and 
factory  workers  and  still  fig- 
ures on  losing  $20  million 
this  year  in  Liberia.  "We're 
obviously  going  through  very 
difficult  times,"  says  a  Fire- 
stone executive.  "But  I  don't 
believe  there  are  very  many 
plantations  throughout  the 
world  that  are  turning  a  prof- 
it now." 

Three  years  ago,  when 
world  rubber  prices  were  69 
cents  a  pound,  10,000  out- 
grower  farmers  supplied  rub- 
ber to  Firestone.  But  now, 
with  rubber  at  38  cents  per 


pound,  only  the  200  largest  out- 
growers  still  can  afford  to  harvest  for 
Firestone. 

The  message  of  Harbel  is  ominous: 
that  Africa's  hope,  its  legendary  store- 
house of  raw  materials,  may  not  be 
able  to  lift  the  continent's  people 
from  backwardness  and  poverty. 

The  face  of  that  poverty  is  not 
pretty.  On  the  road  from  Monrovia 


to  Harbel,  children  in  school  uni- 
forms barricade  the  road  with  buck- 
to  stop  cars  and  trucks.  Then 
.  they  surround  the  vehicles,  pound  on 

resources.  Bad  news  jor  the  suppliers  oj  doors  and  windows  and  dimb  over 

the  hoods.  They  will  not  let  drivers 
pass  without  donating  a  few  coins. 
Their  daddies  keep  an  eye  on  their 
children,  and  it's  bad  business  to  try 
to  push  through  without  paying. 
Their  daddies  are  watching,  right  off 
the  road  at  Camp  Schieflen,  the  Li- 
berian  Army's  Battalion  Headquar- 
ters. They  have  guns  and  it  pays  to 
pay  their  kids. 

Change  in  Liberia,  as  in  much  of 
sub-Saharan  Africa,  now  comes  by  the 
gun.  On  Apr.  12,  1980,  soldiers  led  by 
Sergeant  Samuel  K.  Doe  ended  133 
years  of  civilian  rule  in  the  Republic 
and  killed  President  William  R.  Tol- 
bert  Jr.  and  13  other  officials.  Doe,  34, 
has  gained  respectability  since  then 
by  promising  a  new  constitution  and 
civilian  government  by  1985,  encour- 
aging private  enterprise  and  establish- 
ing the  best  International  Monetary 
Fund  repayment  record  on  the  conti- 
nent. He  even  met  recently  at  the 
White  House  with  President  Ronald 
Reagan  and  visited  U.S.  business  lead- 
ers, including  Firestone  brass 
in  Akron. 

But  whatever  Doe's  inten- 
tions, he  will  have  a  hard 
time  keeping  his  promise  of 
better  times  for  Liberia. 
Americo-Liberians,  descen- 
dants of  American  blacks 
who  settled  Liberia  in  1822 
and  founded  the  Republic  in 
1847,  moved  their  money 
(Liberia  uses  U.S.  dollars  as 
currency)  out  of  the  country 
when  Tolbert  was  over- 
thrown, and  those  of  the 
managerial  class  who  es- 
caped aren't  exactly  flocking 
back,  even  though  Firestone 
and  other  multinationals  are 
living  up  to  their  promises  of 
placing  Liberians  in  their  ex- 
ecutive ranks. 

Iron  ore — another  de- 
pressed raw  material  for  yet 
another  depressed  old  indus- 
try— has  now  replaced  rubber 
as  Liberia's  number-one  ex- 
port. As  if  capping  the  illu- 
sion, the  Liberian  workers 
now  have  unions. 

Kenneth  Y.  Best,  a  Liberian 
graduate  of  Columbia  Uni- 
versity Journalism  School, 
who  now  edits  and  owns  The 
Daily  Observer  in  Monrovia, 
sees  the  unions  as  "a  new 
lease  on  life"  for  the  workers. 
"The  workers  now  are  per- 


A  tapper  collects  rubber  at  Firestone's  Liberian  plantation 
At  38  cents  a  pound,  a  world  passes. 
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RABBINOMICS. 

BIGGER  DEPOSITS . . .  LOWER  YIELDS. 


A  fiendishly  clever  scheme,  no  doubt,  meticulously 
contrived  to  confuse  the  issues  muddy  the  values, 
and  distort  (beyond  recognition)  the  principles  of 
good  business. 

Example:  Paying  twice  for  the  same  thing  is  not  very 
efficient.  It's  also  expensive  That's  what  happens 
every  time  you  buy  a  page  in  Playboy  You  pay 
almost  100%  more  than  you  should 
Here's  how:  A  4-color  bleed  page  in  Playboy  costs 
$67,408  and  delivers  an  ailing  circulation  (less  than 
50%  newsstand"  is  a  dead  giveaway)  of  4,851 ,363*** 
The  same  page  in  Penthouse  costs  $36,960  and 
delivers  a  robust  circulation  (94%  all  newsstand**  all 
cash,  even  though  it  costs  500  more  per  copy)  of 
4,022,034***  In  other  words,  with  Playboy  you  pay 
nearly  twice  the  price  for  the  same  product 
That's  Rabbinomics! 

A  company  could  go  broke  trying  to  support  that 
kind  of  rabbit  habbit  A  12-time  contract  costs  you 
over  $340,000  more  than  you  should  have  paid. 
$340,000' 

That's  a  lot  of  lettuce.  You  could  have  had  an  ad- 
ditional 10  4-color  pages  in  Penthouse  for  $340,000, 


or  approximately  20  pages  in  Penthouse  against  12 
in  Playboy  FOR  THE  SAME  MONEY' 
But  that's  not  all  according  to  SMRB  1982,  PENT- 
HOUSE HAS  A  HIGHER  CONCENTRATION  OF 
YOUNG,  UPSCALE  MALE  READERS  THAN  THE  BIG 
BUNNY,  and  a  comparison  of  average  reading  days 
together  with  the  average  number  of  pages  in  each 
magazine  shows  that  'READERS  SPEND  30-40% 
MORE  TIME  PER  PAGE  WITH  PENTHOUSE  THAN 
THEY  DO  WITH  PLAYBOY' 

And  according  to  Starch,  the  ADS  IN  PENTHOUSE 
HAVE  A  HIGHER-PERCENT  NOTED  AND  HIGHER- 
PERCENT  ASSOCIATED  SCORES  THAN  ADS  IN 
PLAYBOY  not  to  mention  Time,  Newsweek,  and 
Sports  Illustrated' 

And  what  about  Bunny's  10%  bleed  charge  We 
all  know  what  a  put-on  that  is!  But.  if  paying  more 
for  less  turns  you  on,  you  can  stay  with  the  old  gray 
hare  You  can  continue  pouring  those  precious  ad 
dollars  into  the  low-yielding  bunny  bank  and  collect 
little,  if  any,  interest  in  return  But  give  generously.  .  .  . 
If  nothing  else,  you'll  be  helping  support  the  HMH 
Relief  Fund  for  the  Aged  and  the  Greedy 


PENTHOUSE 

THE  HOT  ONE 


•SMRB  MR  i  Reading  Days 
'Publisher's  calculations  based  on  data  from  ABC  Fas  Fax  lor  6  months  ended  June  30  1982 
•"ABC  Fas  Fax  tor  6  months  ended  June  30.  1982 


mitted  to  unionize,  so  they  have  bar- 
gaining power,"  Best  goes  on.  "This 
was  not  the  case  before,  because  many 
of  the  powers  that  were  [in  Tolbert's 
regime]  owned  rubber  farms  and  other 
plantations,  so  they  kept  these  people 
out  of  unions." 

But  against  the  forces  raging  in 
world  industrial  economics  these 
days,  it  is  meager  bargaining  power. 
Doe  has  been  smart  enough  to  recog- 
nize the  economic  situation  and  has 
forbidden  the  new  unions  from 
strikes  and  political  action,  which 
could  collapse  industry.  Rubber  tap- 
pers at  Firestone  don't  do  badly,  earn- 
ing a  minimum  of  $2.07  daily  in  cash 
and  family  benefits  worth  $4.16,  in- 
cluding housing,  utilities,  family  edu- 
cation, health  care  and  subsidized 
rice.  Despite  a  25%  unemployment 
rate,  ambitious  union  leaders  signed 
up  members  by  demanding  $7  a  day  in 


"The  workers  are  permitted 
to  unionize  now  so  they  have 
bargaining  power,"  says 
Best.  But  against  the  gales 
blowing  in  industrial  eco- 
nomics, it  is  meager  bargain- 
ing power.  Doe  hasforbidden 
the  new  unions  strikes  and 
political  action,  which  could 
collapse  industry. 


cash,  plus  benefits.  Firestone  execu- 
tives won't  discuss  it,  but  other 
sources  tell  Forbes  that  Doe  will  be 
satisfied  if  the  workers  get  a  nickel  or 
dime  more  per  day.  "The  government 
administration  wants  reasonable  set- 
tlements," says  a  Firestone  labor 
management  specialist,  "something 
they  can  live  with,  because  whatever 
happens  here  at  Firestone  has  an  im- 
pact on  the  entire  nation." 

With  both  iron  ore  and  rubber 
prices  down  and  vast  debts  of  more 
than  $550  million  (65%  of  Liberia's 
gross  national  product),  including 
$350  million  from  Tolbert's  build- 
ing of  facilities  for  the  1979  Organi- 
zation of  African  Unity  conference, 
Liberia  must  sit  tight.  To  Doe's 
credit,  this  Ohio-size  nation  of  1.8 
million  people  is  doing  just  that, 
living  within  its  means  and  making 
the  best  use  of  its  nonmaterial  but 
fundamental  long-term  resources:  It 
has  its  continuing  friendship  with 
the  U.S.,  its  moneymaking  ship  reg- 
istry, a  small  trade  surplus  and  an 
open  economy.  But  poor  Liberia  has 
little  natural  beauty,  a  new  heritage 
of  political  violence  and  no  escape 
from  the  world  recession.  It  is  not 
alone.  ■ 


WINE  CUSTOMER: 


"Why  is  your  wine 
sometimes  hard  to  find?" 


LEGH  KNOWLES: 


Mother  Nature 
determines  the  size 
of  our  harvest. 
And  she's  notoriously 
unpredictable!5 


Our  first  concern  at  Beaulieu  Vineyard  is  making  the  best 
wine,  not  the  most.  So  we  use  only  the  finest  grapes, 
grown  under  our  direct  supervision.  When  these  run  out, 
we  simply  won't  make  more  wine.  You  see  we  pay  attention 
to  every  detail  of  winemaking.  And  have  for  over  80  years. 
So  although  our  wine  is  sometimes  hard  to  find,  it's  always 
worth  it. 


'President.  Beaulieu  Vineyard,  Napa  Valley,  California 


m 


-bracket  investors: 


Earn  HighTax-FreeYields 
With  SaeeiyOfPrincim. 


For  those  in  higher  tax  brackets, 
the  T.  Rowe  Price  Tax-Exempt  Money 
Fund  can  be  especially  rewarding.  Its 
high  current  yield  is  free  from  Federal 
Income  Tax. 

And  you  enjoy  these  important 
money  market  fund  advantages: 

•  Constant  share  value. 

•  Daily  liquidity. 

•  Free  checkwriting 
over  $500. 

•  No  penalty  for  early 
withdrawal. 

•  Free  exchange  with 
other  T.  Rowe  Price 
Funds. 


•  Minimum  initial  investment  of  only 
$2,000. 

•  No  sales  charge. 

Call  Now 
For  Today's  High  Yield 
TOLL  FREE  1-800-638-5660. 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 


The  Fund's  principal  is  not 
insured,  and  its  yield  will 
fluctuate  as  market  conditions 
change.  Income  may  be  sub- 
ject to  state  and  local  taxes. 


T  Rowe  Price 

T.  Rowe  Price  Marketing,  Inc.  Dept.  A66 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  on  your  Tax-Exempt 
Money  Fund  with  more  complete  information, 
including  management  fee  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest. 


L_ 


Name  

Address, 

City  

State  


.  Zip_ 


_l 
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Numbers  Game 


Was  it  only  yesterday  that  companies 
screamed  for  faster  depreciation  on  their 
tax  books?  Today  many  are  switching  to 
slower  depreciation  in  shareholder  reports. 


Double  standard 


By  Jill  Andresky 


One  of  the  old  standbys  for 
financial  officers  when  times 
got  tough  has  always  been  to 
try  to  pick  up  earnings  by  slowing 
depreciation  charges. 

Last  year's  Accelerated  Cost  Recov- 
ery System  only  made  that  easier  by 
effectively  permitting  companies  to 
depreciate  plant  and  equipment  at  dif- 
ferent rates  for  tax  and  accounting 
purposes.  Says  Ronald  Murray,  Coo- 
pers &  Lybrand's  director  of  account- 
ing and  SEC  technical  services:  "Now 
you  can  have  a  slower  book  depreci- 
ation schedule,  which  helps  financial 
statements,  and  yet  still  stay  with  fast 
depreciation  for  tax  purposes,  which 
helps  cash  flow." 

Changing  depreciation  schedules 
can  make  quite  a  difference  for  a  com- 
pany. Inland  Steel,  which  recently 
slowed  down  its  depreciation,  will  re- 


duce this  year's  losses  by  $43  million, 
or  $1.20  per  share  (Inland  made  only 
$57  million  last  year).  In  1980  electri- 
cal equipment  manufacturer  RTE 
Corp.  more  than  doubled  per-share 
earnings,  from  34  cents  to  74  cents,  by 
adjusting  depreciations. 

"We  realized  that,  compared  to  our 
competitors,  our  conservative  meth- 


Slowdown 


Below,  a  look  at  nine  companies  that  switched  some  or 
all  depreciation  schedules  and  the  effect  on  earnings. 


Addition  to 
net  income 


Earnings 


Company 

Switch 

Year 

(per  share) 

per  share 

Asarco 

s.l.  to  u.o.p. 

1980 

$0.38 

$8.02 

Bell  &  Howell 

acc.  to  s.l. 

1981 

0.04 

3.83 

Burlington  Industries 

acc.  to  s.l. 

1981 

0.15 

3.98 

Chrysler 

acc.  to  s.l. 

1981 

0.52 

-7.18 

Cone  Mills 

acc.  to  s.l. 

1981 

0.10 

5.87 

Harsco 

acc.  to  s.l. 

1981 

0.08 

3.15 

Inland  Steel 

s.l. to  u.o.p. 

1982 

1.20 

NA 

McGraw-Edison 

acc.  to  s.l. 

1981 

0.13 

5.11 

JP  Stevens 

acc.  to  s.l. 

1980 

0.06 

1.43 

Abbreviations:  s.l.  stands  for  straight-line:  acc.  for  accelerated;  u.o.p.  for  units-of-production. 
NA:  Not  a%'ailable 


od  of  depreciation  might  have  hurt  us 
with  investors  because  of  its  negative 
impact  on  net  earnings,"  comments 
RTE  Controller  Douglas  Haag.  Says 
Duane  Borst,  Inland  Steel's  comptrol- 
ler: "Why  should  we  put  ourselves  at 
a  disadvantage  by  depreciating  more 
conservatively  than  other  steel  com- 
panies do?" 

Up  until  recently,  of  course,  most 
corporations  were  pushing  for  faster 
depreciation  to  escape  the  ravages  of 
inflation.  Now,  by  dragging  out  their 
depreciation  schedules,  firms  may 
run  the  risk  of  repeating  the  errors  of 
the  automobile  and  steel  industries, 
which  found  themselves  hard  pressed 
to  replace  assets  because  of  years  of 
underdepreciation. 

The  easiest  way  to  lower  depreci- 
ation charges  is  to  switch  from  accel- 
erated depreciation  to  straight  line, 
where  the  same  sum  gets  written  off 
every  year. 

Those  companies  who  want  to  low- 
er their  depreciation  even  further  in 
hard  times  can  switch  to  the  units-of- 
production  method,  where  charges 
are  tied  not  to  time  but  to  production 
volume.  In  this  way  a  plant  running  at 
40%  of  capacity  generates  60%  lower 
depreciation  charges.  Ernst  &  Whin- 
ney's  Denny  Beresford,  partner  in 
charge  of  accounting  standards,  ex- 
pects that  more  companies  will  fol- 
low the  lead  of  Inland  Steel  and 
Asarco  by  switching  to  units-of-pro- 
duction depreciation. 

For  the  investor,  several  questions 
remain  so  far  unresolved.  What  about 
the  problem  of  technological  obsoles- 
cence, for  example?  Any  slow  method 
of  depreciation  might  well  encourage 
management  to  keep  a  piece  of  ma- 
chinery in  operation  long  after  far  su- 
perior replacements  become  avail- 
able. The  risk  is  great  with  units  of 
production,  especially  in  slow  times. 

Beresford  raises  a  related  issue: 
quality  of  earnings.  "Some  people 
would  view  a  company  that  uses  ac- 
celerated depreciation  as  being  more 
conservative  in  its  financial  reporting 
and  thus  having  a  higher  quality  of 
earnings,"  he  comments.  IBM,  for  ex- 
ample, is  still  using  the  so-called  sum- 
of-the-years  method,  which  raises  de- 
preciation charges  dramatically  in  the 
early  years  of  an  asset's  life  and  then 
slows  down  as  time  goes  on.  As  Beres- 
ford puts  it:  "A  company  changing 
away  from  accelerated  to  straight  line 
might  be  viewed  by  some  people  as 
reporting  at  that  time  lower  quality 
earnings." 

It's  worth  watching.  ■ 
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IRAs:  CHOICES  FOR  THE  FUTURE 


by  Edward  T.  OToole 

Ed  O  Toole  has  been  a  financial  writer, 
editor  and  communications  consultant  for 
more  than  25  years.  In  the  Sixties,  he 
covered  the  money  market,  stock  market 
and  international  financial  markets  as  a 
reporter  and  foreign  correspondent  for 
The  New  York  Times.  In  the  Seventies, 
he  wrote  extensively  on  consumer 
finance  as  a  columnist  syndicated  by  the 
Washington  Post,  and  as  a  frequent  con- 
tributor to  major  business  publications.  In 
the  Eighties,  Edward  T.  O'Toole  Associ- 
ates has  provided  communications  coun- 
seling and  other  agency  services  on  an  ad 
hoc  basis  to  financial  services  organiza- 
tions. His  books  have  included:  "The 
New  World  of  Banking"  "How  to  Gain 
Financial  Independence"  and  "Opportu- 
nities In  The  Securities  Industry" 


Oh,  the  groans  and  moans  that  will  go 
up  when  this  IRA  supplement  first  comes 
under  the  eyes  of  some  beholders: 

From  caustic  youth:  "No  thanks.  I'd 
even  prefer  Lawrence  Welk's  biography" 

From  the  cool  laid-back:  "Another 
IRA  gig?  1  pass? 

From  surfeited  seniors:  "Quick, 
Henry,  the  IRA  flit" 

All  quite  understandable. 

Since  the  summer  of  1981,  when  it 
became  evident  that  Uncle  Sam  at  long 
last  was  opening  the  cookie  jar  for  us 
hoi-polloi  taxpayers,  U.S.  media  have 
carried  311,873,465  words  about  IRAs. 

Before  you  question  this  word-count, 
bear  in  mind  that  U.S.  media  include: 
1 , 700  daily  newspapers 
8,500  weekly  newspapers 
9.500  magazines  and  periodicals 
. .  .and. . . 

8.900  radio  stations 
plus 


1,000  television  stations  (of  whj 
only  260  are  non-commercial)  J 
Lots  of  media.  Lots  of  IRA  messacj 
Why.  then,  this  special  supplemert 
on  IRAs? 

Who  needs  it? 

An  excellent  question.  Maybe  yoti 
don't  need  it. 

To  help  you  decide,  before  you  rei 
this  supplement,  whether  or  not  you 
should  read  it.  try  the  screening  quiz 
which  follows.  It's  called  the  MILLIOl 
DOLLAR  quiz  because  the  average  t, 
payer  now  is  in  a  position  to  accumul| 
as  much  as  one  million  current-valueli 
dollars  in  a  tax-deferred  retirement 
account,  providing. . . 

(a)  he  or  she  (henceforth  heshe 
takes  maximum  advantage  of  I 
provisions,  which  means. . . 

(b)  heshe  can  skate  through  the 
three-minute  quiz  without  goinj 
bottoms  up. 


MILLION  DOLLAR  IRA  QUIZ 
(True  or  False) 

The  minimum  age  for  opening  an  Individual  Retirement  Account  is  18  and  the  maximum  age  is  70V2. 

The  maximum  annual  contribution  is  $2,000  which  can  be  made  either  in  cash  or  in  U.S.  Government  Securities, 
providing  the  market  value  of  the  securities  does  not  exceed  $2,000  on  the  effective  date  of  contribution. 

Even  though  you  file  your  1982  income  tax  return  early  — say  in  January  1983  — you  still  have  until  April  15.  1983  to 
contribute  to  your  1982  IRA  plan. 

Excess  contributions  to  an  IRA  plan  are  subject  to  ordinary  income  tax  and  assessed  a  10%  penalty  each  year  until 
they  are  withdrawn. 

A  two-income  couple  can  open  a  joint  IRA  account  for  a  total  $4,000  contribution  providing  they  also  file  a  joint  fed- 
eral income  tax  return. 

The  maximum  annual  contribution  to  a  Keogh  plan  is  $15,000.  However,  if  you  shelter  $2,000  in  an  IRA,  the  maxi- 
mum for  your  Keogh  is  reduced  to  $13,000  for  the  year  you  use  both  types  of  tax  shelters. 

Since  the  IRS  does  not  allow  partial  rollovers,  you  must  rollover  all  your  retirement  tund  if  you  change  jobs  and  want 
to  further  shelter  your  income  savings  from  current  taxes. 

(  as|e-j  aie  aAoqe  sjuaiuajeis  aqj  ||y  :sj3msu\/) 


(TorF 


Hutton  Investment  Series  (HIS) 


What's  the  intelligent  way 
to  invest  my  IRA  dollars? 


ESS  "'C^***?'. 


Because  the  "IRA  with  the  IQ"  is  three  separate  funds  within  one  master 
investment  series,  you  are  in  the  driver's  seat.  Move  your  money  as  often 
as  you  like  between  Hutton's  three  roads  to  retirement.  100%  of  your  money 
goes  to  work  for  you  immediately  with  no  initial  sales  charge. 


The  IRA  with  the  IQ. 


father  than  lock  up  your  IRA  money  in 
>ne  type  of  investment,  Hutto^  's  "IRA 
Ivith  the  IQ"  lets  you  select  your  invest- 
ment to  take  advantage  of  changing  mar- 
ket conditions.  So  you  will  have  more 
opportunities  to  maximize  the  growth  of 
i 'our  retirement  funds. 

Three  Roads  to  Retirement 

i  Jnlike  many  IRA's,  Hutton's  "IRA  with 
I  he  IQ"  is  three  separate  portfolios  within 
me  master  investment  program.  So  you 
i  an  intelligently  change  your  IRA  invest- 
ment from  one  series  to  another  as  often 
j  s  you  like  to  take  advantage  of  changing 
harket  conditions. 

Series  1 — Short  Term 
Investment  Series 

nVhen  short  term  interest  rates  are  high, 
i  ou  may  take  advantage  of  them  through 
nvesting  in  our  short  term  investment 
teries.  This  Fund  invests  in  high  quality, 
hort  term  instruments. 

Series  2 — Bond  and  Income  Series 

iVhen  interest  rates  decline  and  the  bond 
aarket  rallies,  you  may  participate  in 
lie  Hutton  Investment  Series  Bond  and 
ncome  Fund.  This  fund  invests  in  a  pot  t- 
)lio  of  quality  debt  securities. 

Series  3 — Growth  Series 

lutton  Investment  Series'  Growth  portfo- 
!o  offers  the  opportunity  to  participate  in 
professionally  managed,  diversified  port- 


folio of  common  stocks  and  convertible 
securities. 

Management  and  Advice  by  a  Name 
You  Can  Trust 

You  get  E.F  Hutton's  investment  exper- 
tise when  you  enroll  in  our  "IRA  with  the 
IQ."  You  also  get  your  own  personal  E.F. 
Hutton  Account  Executive. 

He  or  she  can  help  the  seasoned 
investor  as  well  as  the  individual  who  has 
never  made  an  investment  before. 

Send  for  Prospectus 

Hutton  Investment  Series  is  unique. 
There  are  no  initial  sales  charges.  There 
is,  however,  a  decreasing  contingent  fee  if 
you  redeem  your  shares  before  the  end  of 
six  years.  Send  for  the  Prospectus  which 
describes  the  management  fee,  distribu- 
tion fee,  contingent  deferred  sales  charge, 
portfolio  brokerage  and  other  costs.  Plus 
investment  objectives  and  restrictions. 

This  constitutes  neither  an  offer  to 
sell  nor  the  solicitation  of  an  offer  to  buy. 
Offering  available  through  Prospectus 
only.  Be  sure  to  read  all  material  carefully 
before  investing  in  funds. 

For  information  and  a  Prospectus  for 
Hutton  Investment  Series  mail  the  coupon 
or  call,  toll  free,  24  hours,  7  days  a  week, 

800-453-9000 

(In  Utah  call  800-662-2500) 


Talk  to  E.E  Hutton. 
Face  to  face. 


MFBS11222DX52^ 

□  Yes,  please  send  me 
more  information  and 
your  Hutton  Investment 
Series  Prospectus. 

□  Please  arrange  for  a 
face-to-face  meeting  with 
an  E.F.  Hutton  Account 
Executive. 


Name 

Address 

City 

State  Zip 

Business  Phone 

Home  Phone 

My  E.F.  Hutton  Account  Number  is: 
□  I  do  not  have  an  E.F  Hutton  Account. 

IFHutton 

E.F.  Hutton  &  Company  Inc. 
E.F.  Hutton  Information  Center 
P.O.  Box  10318 
Des  Moines,  Iowa  50306 

When  E.  E  Hutton  talks,  people  listen. 

Member  SII'C  J 


if  the  quiz  gave  you  a  problem,  it 
could  mean  that  you  might  have  a  prob- 
lem later  on  with  your  IRA.  So  read  on, 
and  you'll  encounter  the  right  answers. 

If  you're  one  of  100  million  or  so 
wage  and  salary  earners  in  the  U.S. 
labor  force,  chances  are  you're  eligible 
to  put  up  to  $2,000  each  year  into  a 
tax-sheltered  IRA,  with  an  additional 
$250  into  a  separate  IRA  for  a  non- 
working  spouse.  And  those  funds, 
thanks  to  compound  interest  and  the 
continuing  insulation  of  your  IRA  fund 
from  an  annual  tax-bite,  can  really  add 
up.  (Table  I) . 

ELIGIBILITY 

Contrary  to  what  seems  to  be  a  popu- 
lar misconception,  you  don't  have  to 
earn  any  minimum  level  of  income  to 
qualify  for  an  IRA.  You're  eligible 
whether  you  earn  $200  a  year  or 
$2,000.  The  operative  word  in  that  sen- 
tence is  earn. 

Just  as  there's  no  minimum  income 
requirement  for  an  IRA,  there's  no  mini- 
mum age  requirement,  either.  While  it's 
true  you  can't  open  an  IRA  after  70V2, 
you  can  open  one  at  age  8  as  well  as  18 
or  28,  if  you  qualify. 


CONTRIBUTIONS 

While  there  is  no  legal  minimum  con- 
tribution, there  is  an  inflexible  maximum 
annual  contribution  of  $2,000  per 
taxpayer. 

And  your  contribution  must  be  in 
cash.  No  matter  how  gilt-edged  your 
securities,  you  can't  substitute  them  for 
cash  when  you  send  your  contribution  to 
your  IRA  custodian.  Nor  can  you  simply 
ask  your  stock  broker,  if  you  already 
have  securities  in  an  account,  to  switch 
$2,000  worth  of  them  into  an  IRA  plan. 
You'll  have  to  instruct  your  broker  to  sell 
$2,000  of  your  securities,  put  the  cash  in 
your  IRA,  and  then  buy  back  the  securi- 
ties with  other  funds  if  you  want  to  retain 
them  in  your  portfolio. 

Once  a  year  Uncle  allows  you  to  with- 
draw your  IRA  money  yourself  and  put  it 
in  another  IRA.  But  interim  switches 
have  to  be  between  custodians  —  as  you, 
of  course,  direct. 

A  two-income  couple  filing  a  joint 
income  tax  return  cannot,  alas,  contrib- 
ute $4,000  to  a  joint  IRA.  The  reason  is 
brutally  simple:  There  is  no  such  thing  as 
a  "joint"  IRA.  Even  the  spousai  $250 
contribution  has  to  be  kept  in  a  separate 
IRA.  Or  if  you  want  to  be  truly  noble  and 


divide  everything  down  the  middle  j 
dearie,  you  can  put  $1. 125  in  two  sa 
rate  IRAs  Or  you  can  divide  the  $2„ 
in  any  way  you  like.  But  no  more  thj 
$2,000  each  year  in  any  one  accoun 
This  applies  to  the  $4,000  contribute 
from  a  two-income  couple  as  well. 

If  you're  one  of  those  incredible  p| 
pie  who  pop  their  income  tax  return 
the  mail  on  New  Year's  Day.  you  haw 
account  for  your  IRA  contribution  at 
same  time.  When  you  file.  your  com 
bution  has  to  be  made.  (Incidentally, 
you're  self-employed  and  kick  in 
$15,000  every  year  to  a  Keogh  plan 
you  also  can  open  an  IRA  for  an  adc 
tional  $2,000.  For  many  self-emplo; 
people.  IRA  can  be  the  icing  on  the 
retirement  cake.) 

A  few  other  items  before  we  get  o) 
the  subject  of  contributions: 

•  You  can't  contribute  to  your  IR/51 
after  you  reach  70V2  (or  after  you  sto 
earning  income  before  then)  but  you 
still  manage  your  IRA  plan  after  70V! 

•  You  can't  contribute  to  a  former! 
spouse's  IRA  after  your  divorce  deer 
becomes  final. 

•  Your  IRA  contribution  can  conru 
from  borrowed  cash — assuming  you| 
earned  an  amount  equal  to  the  loan 


TABLE  I 

INDIVIDUAL  RETIREMENT  ACCOUNT  GROWTH  CHART 
Assumed  Interest  Rate:  12%  Compounded  Annually 


$500 

$1,000 

$1,500 

$2,000 

$2,250 

Year 

($9.62/Week) 

($19.23/Week) 

($28.85/Week)  ' 

($38.46/Week) 

($43.27/Week| 

1 

$  560 

$  1.120 

$  1,680 

$  2.240 

$  2.52( 

5 

3,558 

7.115 

10.673 

14.230 

16.00' 

10 

9,827 

19.655 

29.482 

39.309 

44.22: 

15 

20,877 

41.753 

62.630 

'  83.507 

93.94J 

20 

40.349 

80.699 

121.048 

161,397 

181,57 

25 

74,667 

149.334 

224.001 

298.668 

336.00: 

30 

135.146 

270.293 

405.439 

540,585 

608. 15* 

35 

241,732 

483,463 

725.195 

966.926 

1,087.792 

40 

429,571 

859.142 

1.288.714 

1.718.285 

1.933.07C 

- 


There's  a  lot 
to  be  said  for 
mutual  fund  IRA's. 


"Mutual  funds  are  ideal  investment  vehicles  for  IRA's,  either 
starter  plans  with  monthly  $50  investments,  or  pension  account  roll- 
overs. Most  funds  are  set  up  to  sponsor  IRA's  with  periodic  investment 
or  withdrawal  programs  and  minimal  maintenance  fees.  They  offer  an 
infinite  variety  of  growth,  income,  or  balanced  portfolios  available,  with 
corresponding  degrees  of  risk.  The  younger  investor  would  emphasize 
growth,  while  the  near-retiree  would  probably  prefer  safety  of 
principal  with  maximum  income."— David  R.  Sargent 

Law  Bulletin,  Chicago,  Illinois 

"Many  financial  advisors  consider  these  mutual  fund  groups  to  be 
the  most  attractive  way  to  invest  in  an  IRA.  The  main  plus:  tremendous 
flexibility." — Martin  Baron 

Los  Angeles  Times 

"If  you  are  in  doubt  about  opening  an  IRA,  open  one.  One  other 
thing,  if  you  are  in  doubt— do  not  put  your  IRA  money  in  18-  or  30-month 
savings  certificates.  There  are  stiff  penalties  for  busting  those  certificates 
on  top  of  the  10  percent  fine  and  taxes.  Instead,  use  a  money  market  for 
your  IRA."— William  G.  Flanagan 
Forbes 

"For  most  investors,  mutual  funds  still  offer  the  only  access  to 
professional  money  management."—  Money  Magazine 

Take  the  expert  word  on  it.  Mutual  funds  are  an  excellent  vehicle 
for  your  IRA. 


This  message  was  brought  to  you  by  DST,  Inc.,  Kansas  City,  Missouri. 


Why  the  Partners  Fund  is  a 
Natural  for  your  I R A. 


•  Because  the  Fund  is  designed  specifically  for  IRA  and  Keogh  plans 
and  is  personally  managed  by  retirement  plan  experts  whose  own 
money  Is  In  the  Fund. 

•  Let's  face  it.  The  success  of  your  retirement  plan  depends  upon  the 
investments  behind  it.  For  example,  if  you  had  invested  $2,000  a  year 
since  the  Fund  started  in  1968  and  reinvested  all  dividends  and 
capital  gain  distributions,  14  years  later  your  investment  would  have 
been  worth  $78,422.* 

•  It's  a  no-load  fund,  no  sales  commissions.  And  it's  flexible.  You  can 
transfer  your  account  to  another  Neuberger  &  Berman  management 
fund  at  any  time. 

•  For  a  free  Partners  Fund  prospectus,  call  toll  free 
or  mail  the  coupon  today.  1-800-451-2507 
Massachusetts  residents  phone  toll  free: 
1-800-882-2039 

*Asof  June  30, 1982 


PARTNERS  FUND 

Neuberger  &  Berman 
Management  Service  Center 
PO.  Box  4299 
Boston,  Mass.  02211 


Please  send  a  free 
Partners  Fund  prospectus  and  full  details  on  your 
"Natural"  IRA. (To  be  read  carefully  before  investing). 


City 


Zip 


EVERYONE- 

virtually  everyone  who  works  for  a  living 

SHOULD  HAVE  AN  IRA! 

IRA  saves  taxes  each  year  that  won't  have  to  be  paid  until  after 
retirement. 

Learn  more  about  an  IRA  that  seeks  to  make  your  money  grow 
through  investment  in  a  world-wide  portfolio  of  securities.  Send  cou- 
pon for  your  IRA  Kit  on . . . 

TEMPLETON 

WOFLDFUND 

■  ■■■■■■■■■■■■■■■■■■ 

h    Send  for  free  descriptive  IRA  brochure  and  prospectus  of  Templeton  World  Fund,  which 

includes  more  complete  information  regarding  fees  and  expenses  Read  it  carefully  I 
_    before  deciding  to  invest  Send  no  money  cm  » 

H    Securities  Fund  Investors.  Inc.  H 
PO.  Box  3942,  St.  Petersburg.  FL  33731  < 

—  H 

6 

™  Name 


Address 


City  State  Zip 


What's  more,  you  can  deduct  the  int< 
expense  of  the  loan  on  your  tax  retun 

WITHDRAWALS 

Since  IRA  plans  theoretically  are  for 
retirement  purposes.  Congress  has 
fenced  them  in  with  barriers  against  d 
mature  use  of  these  funds.  The  majo^ 
barrier  is  the  age  preclusion  — i  .e  .  yo 
can't  tap  the  funds  before  you  reach 
59V2at  the  earliest.  "Can't"  isn't  the  pj 
cise  word  here.  You  can  use  the  fund 
before  59V2.  without  penalty,  if  you 
become  permanently  disabled. 

The  penalty  for  hitting  the  till  pren] 
turely  is  dual:  whatever  you  take  outf 
be  taxed  as  ordinary  income:  you  wil 
assessed  a  10%  penalty  on  any  fundi 
you  withdraw. 

Well,  you  say.  suppose  I  really  ned 
the  money  for  something  importantH 
like  financing  a  kid's  college  educatio 
In  his  excellent  book,  "The  ABCs  of 
IRAs"  (Dell  Publishing.  NYC).  Willial 
Grace.  Jr.  comes  to  grips  with  this  pa 
bility  as  follows: 

"The  withdrawal  penalty  is  not  tha 
great  compared  to  the  original  tax 
deductions  and  other  sheltering  bene 
from  having  the  IRA  plan  to  begin  w\ 
in  almost  any  tax  bracket.  Even  if  yoj 
are  not  sure  that  you  can  always  lean 
your  money  in  the  account,  you  shoi 
probably  open  an  IRA  plan.  By  the  t) 
you  make  that  withdrawal,  it's  even  ( 
sible  that  the  IRA  rules  will  have  beet 
liberalized" 

While  you  are  supposed  to  leave  ' 
IRA  untouched  before  59V2.  thereaf- 
you  can  tap  it  — any  time  — as  you  sei 
But  when  you  enter  the  year  that  yo; 
become  70V2.  your  option  vanishes: 
each  year  you  must  withdraw  funds 
your  plan.  Uncle  Sam  insists  on  this 
order  to  take  a  whack  at  taxable  incc 
that  previously  had  been  sheltered. 

The  penalty  for  not  complying  is 
a  50%  levy  on  the  amount  of  monev 
you  should  have  withdrawn  but  did] 


How  to  keep 
more  of  your  money 


Open  a  Citibank  IRA. 


The  double  tax  break.  Why  give  away 
money  in  taxes  when  you  could  be  investing  it? 

With  the  Citibank  IRA  Plan,  anyone  who 
works  can  put  away  up  to  $2,000  every  year- 
without  losing  a  penny  of  it  to  the  government. 
For  example,  a  working  married  couple,  in 
approximately  the  40%  income  tax  bracket, 
each  of  whom  invests  $2,000  in  a  Citibank 
IRA,  will  save  $1,600  in  taxes  for  the  year.  If 
they'd  paid  taxes  on  that  $4,000,  they'd  only 
have  $2,400  to  invest! 

But  even  better  than  the  money  saved  in 
taxes  is  the  interest  that  starts  accumulating, 
tax  free,  from  the  day  you  invest. 

On  top  of  that,  the  government  doesn't 
:ax  the  interest  or  the  principal  in  your 
Citibank  IRA  until  you  begin  to  withdraw  it*. 

At  Citibank,  you  get  a  choice  of  high 
market  rate,  IRA  investments.  Different  peo- 
ple have  different  needs.  That's  why  we  offer 


you  a  choice  of  options:  including  long-term 
fixed  rates,  or  variable  rates,  competitive  with 
money  market  funds. 

Finally,  Citibank  lets  you  open  an  IRA  for 
as  little  as  $500. 

Write  or  call  Citibank,  but  do  it  now!  At 
Citibank,  we  realize  that  opening  an  IRA  is  a 
major  financial  decision.  That's  why  we've  set 
up  a  special  Citibank  Tax  Shelter  Center 
staffed  by  specialists  who  will  explain  our  IRA 
in  detail.  They  can  handle  everything  from 
the  transfer  of  existing  IRAs  to  the  tailoring  of 
an  individual  IRA  investment  portfolio  that 
meets  your  specific  financial  needs. 

For  more  information  about  opening  a 
Citibank  IRA,  call  the  Citibank  Tax  Shelter 
Center  at  (212)  750-7733  or  1-800-522-5686. 
Outside  N.Y.  State  1-800-221-1080.  Or,  if  you 
prefer,  send  in  the  coupon  below. 


When  it  comes  to  making  your  savings  earn  more 

...the  Citi  never  sleeps. 


The  law  requires  substantial  interest 
penalty  on  time  accounts  closed  before 
maturity.  Generally  you  can  begin 
withdrawals  anytime  after  59}h  and 
avoid  tax  penalties. 


For  more  information  about  the  Citibank 
IRA,  clip  and  send  this  coupon  to: 

Citibank 

Tax  Shelter  Center 
P.O.  Box  5098 
FDR  Station 
New  York,  N.Y.  10158 


PHONE  I  DAY  I 


PHONE  INICHT) 


FB 


CITIBANK 
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If  you're  a  male,  the  stipulated  with- 
drawal rate  is  l/12th  for  the  first  year;  for 
a  female  1/  15th .  (For  post-70  life 
expectancy  rates  see  Table  II) . 

Another  withdrawal  rule  you  can 
expect  the  IRS  to  enforce  concerns 
excess  contributions.  If  you  over-contrib- 
ute, the  penalty  is  6%  per  year  (not 
10%)  for  every  year  the  excess  amount 
is  in  your  IRA. 


"With  a  lump-sum  withdrawal,  you 
may  wind  up  giving  half  of  it  back  in 
taxes,  which  will  sharply  diminish,  or 
virtually  eliminate,  the  years  of  tax- 
deferred  gains  in  your  account'.' 

Another  tax  aspect  of  your  IRA  has  to 
do  with  what  happens  to  your  funds 
after  you  die.  When  you  open  an  IRA, 
your  custodian  asks  you  to  name  a  bene- 
ficiary. Heshe  gets  your  IRA  funds. 


TABLE  II 

INDIVIDUAL  LIFE  EXPECTANCY 

Life  Expectancy 


Life  Expectancy 


Present 
Age 

No. 
Males 

of  Years 

Females 

Present 
Age 

No. 
Males 

of  Years 

Females 

70 

12.1 

15.0 

81 

7.1 

9.1 

71 

11.6 

14.4 

82 

6.7 

8.7 

72 

11.0 

13.8 

83 

6.3 

8.3 

73 

10.5 

13.2 

84 

6.0 

7.8 

74 

10.1 

12.6 

85 

5.7 

7.5 

75 

9.6 

12.1 

86 

5.4 

7.1 

76 

9.1 

11.6 

87 

5.1 

6.7 

77 

8.7 

11.0 

88 

4.8 

6.3 

78 

8.3 

10.5 

89 

4.5 

6.0 

79 

7.8 

10.1 

90 

4.2 

5.7 

80 

7.5 

9.6 

TAXES 

No  matter  how  you  withdraw  from 
your  IRA  after  you've  passed  70,  the 
amount  you  take  out  in  a  single  year  wil 
be  subject  to  income  taxes  at  the  ordi- 
nary going  rates.  The  only  imperative 
you  face  is  the  minimal  annual  with- 
drawal described  above.  There  is  no 
maximum;  you  can  pull  out  the  whole 
thing  in  any  year  after  you  reach  59V2. 
But  under  normal  life  conditions  it 
wouldn't  make  sense  to  grab  it  all  at 
once. 

Jack  Egan  also  has  written  an  excel- 
lent book  on  tax-sheltering:  "Your  Com- 
plete Guide  to  IRAs  and  Keoghs" 
(Harper  &  Row) .  Here's  one  comment 
on  lump-sum  withdrawals: 


Heshe  won't  have  to  pay  estate  taxes  if 
the  amount  in  your  account  is  paid  over 
within  36  months.  Your  beneficiary  can 
keep  the  money  in  the  IRA  and  defer 
income  taxes  until  heshe  becomes  59V2 
and  starts  to  withdraw  the  funds  some- 
time thereafter. 

ROLLOVERS 

A  surviving  spouse  with  an  IRA  can 
opt  to  take  a  lump-sum  distribution  from 
your  account  and  can  shelter  it  from 
taxes  by  rolling  it  over,  in  whole  or  in 
part,  into  hisher  account.  The  usual 
withdrawal  rules  then  apply. 

Other  kinds  of  rollovers  apply  to  you, 
the  living,  and  are  certainly  worth  know- 
ing about.  Rollovers  are  especially  useful 


should  you  leave  your  job,  either  to 
another  or  to  retire.  When  you  chan 
jobs,  and  assuming  you're  vested  in 
original  company's  pension  plans,  yq 
terminal  payout  will  include  your  acc 
mulated  pension  funds.  These  often 
consist  of  two  kinds  of  funds:  your  0' 
contributions,  after  taxes,  to  profit-s 
ing  or  corporate-sponsored  savings 
plans,  and  contributions  to  the  plans 
made  in  your  behalf  by  the  company 

The  second  kind  of  pension  payni 
are  fully  taxable  if  you  don't  roll  then 
over  into  an  IRA  within  60  days. 
Chances  are  your  new  company  wi 
allow  you  to  convert  your  IRA  into  i^ 
own  pension  plan  after  a  minimum 
ing  period. 

Four  years  ago  the  IRS  decreed  il 
would  allow  partial  rollovers  in  any  \ 
portion  chosen  by  the  IRA  contribut 
Don't  make  the  mistake  of  leaving  yi 
own  pension  contributions  in  the  fui 
that  will  be  rolled  over  when  you're 
changing  jobs.  You've  already  paid 
on  this  income,  and  it  will  only  be  ta; 
again  when  you  eventually  withdrav 
from  your  IRA. 

STRATEGIES 

Some  of  the  more  important  life 
sions  we  make  — or  most  unfortuna 
do  not  make  — involve  our  retireme 
years.  It's  common  knowledge  that 
expectancy  has  increased  dramatic 
from  one  generation  to  the  next.  A 
cated  in  Table  II.  people  who  reach  1 
age  of  70.  and  their  numbers  mour 
every  year,  are  expected  to  live  on 
least  another  dozen  years. 
•  But  this  essentially  reflects  a  viev. 
what  lies  ahead  after  looking  into  tl 
rear-view  mirror.  The  Flouston  Scr 
of  Public  Health  has  put  some  muc 
needed  forward  spin  on  life-expect  St 
rates  with  these  findings: 

If  life  expectancy  continues  t« 
improve  at  the  1970  to  1975  rat 
until  2015,  life  expectancy  at  ag 
65  will  improve  from  almost  16 
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WE'D  LIKE 
YOU  TO  START  AN  IRA 
WITH  US.  RUT  ONLY 

IF  in  RIGHT 


With  all  this  talk  about  IRAs, 
/ou  may  be  confused  about 
whether  it's  right  for  you. 

Let  us  begin  by  saying  that  an 
•  RA  provides  a  wonderful  oppor- 
unity  for  many  Americans.  We 
enow.  We  sell  a  great  many  of 
hem. 

But  Metropolitan  would  like  to 
^ive  you  both  sides  of  the  story.  To 
lelp  you  make  a  sensible  decision 


or  the  right  reasons. 


WHAT  YOU  SHOULD 
CONSIDER. 


First,  you  should  realize  that 
.n  IRA's  primary  purpose  is  to 
ecumulate  money  for  retirement 
>ver  a  period  of  time.  Retirement 
3  the  key  word  in  IRAs.  They 
vere  not  designed  for  short  term 
avings  objectives.  If  you  need  to 
withdraw  your  money  before  age 
'9!/2,  you  will  have  to  pay  ordi- 
nary income  tax  plus  a  10% 
>enalty  on  the  amount  with- 
drawn. This  is  a  risk  you  should 
I  onsider  carefully. 

Also,  the  claims  that  you  can 
i  ecumulate  a  million  dollars  with 
n  IRA  assume  that  today's  high 
iterest  rates  will  continue. 


IF  IT  STILL  SEEMS 
BIGHT. 

Notwithstanding  the  above  cau- 
tion, we  believe  an  IRA  is  a  fine 
investment  vehicle.  If  you  feel  that 
an  IRA  is  appropriate  for  you,  Met- 
ropolitan offers  a  sound  and  attrac- 
tive IRA  which  actually  guarantees 
the  money  paid  in  as  well  as  guar- 
anteeing a  minimum  interest  rate. 

Additionally,  our  disability 
waiver  option  guarantees  that  your 
payments  will  continue  to  be 
made  even  if  you  should  become 
totally  disabled  and  cannot  con- 
tinue to  contribute  yourself. 

Finally,  at  retirement,  Metro- 
politan will  offer  you  a  number  of 
options  for  using  your  IRA  to 
provide  a  guaranteed  retirement 
income  that  you  can't  outlive. 
After  all,  that  is  the  purpose  of  an 
IRA— to  provide  you  with  a  retire- 
ment income. 

THROUGH  YOUR 
EMPLOYER. 

Metropolitan  also  offers  a  num- 
ber of  IRA  plans  through  employ- 
ers which  can  be  handled  by 


payroll  deduction.  If  you  are  an 
employer  looking  for  an  IRA  pro- 
gram for  your  people,  we  suggest 
you  contact  Metropolitan,  Box 
IRA,  One  Madison  Avenue,  New 
York,  New  York,  10010. 

OH  YOUR  OWN. 

If  you  wish  to  establish  an  IRA 
independently,  you  can  start  one 
with  as  little  as  $50  a  month.  Your 
contribution  can  vary  thereafter 
(from  no  contribution  at  all  up  to 
$2,000  a  year)  depending  on  your 
circumstances  each  year.  Contact 
your  local  Metropolitan  represen- 
tative, a  trained  professional  who 
can  help  you  choose  an  IRA  in  the 
amount  that  is  suitable  for  you  and 
best  complements  your  Social  Secur- 
ity and  other  retirement  benefits. 

Metropolitan  stands  ready  to 
serve  any  individual  and  any  com- 
pany of  any  size  in  any  location. 
Because  of  our  financial  and 
human  resources,  arranging  for  a 
Metropolitan  IRA  program  is  a 
simple  matter.  For  you-for  your 
company. 


5  <  Metropolitan 

Cap   Insurance  I  Companies 


METROPOLITAN  REALLY  STANDS  BYYOO. 


982  Metropolitan  Life  Insurance  Co.,  New  York,  N.Y. 


Life/Health/Auto/Home/Retirement 


Shearson  /American  Express  can  turn  your  idle  cash 
into  working  money  by  combining... 


'A  choice  of 
three  different 
money  market  funds.' 

Michael  Del  Campo 
Financial  Consultant 


All  these  are  financial  tools  that  make 
up  the  Shearson/American  Express 
Financial  Management  Account.  And 
that  makes  it  the  financial  system 
that  can  turn  your  idle  cash  into 
working  money. 

Because  it  can  automatically — and 
instantly —put  your  dividends  or 
interest  to  work  in  your  choice  of  three 
money  market  funds*  —a  Municipal  Fund 
seeking  income  exempt  from  federal  taxes 
(your  income  may  still  be  subject  to  state  and 
local  taxes),  a  Government  Fund  for  extra 
security,  and  a  Money  Market  Fund  offering 
today's  high  return.  And  it  can  do  a  lot  more. 
Because  it  is  a  lot  more:  it's  a  Shearson/ 
American  Express  investment  account,  it's 
convenient  checking  privileges,  it's  all  the 
privileges  of  the  American  Express  Gold  Card. 
And  they're  all  consolidated  on  one  clear, 
comprehensive  monthly  financial  statement.  But 
most  of  all,  it's  the  financial  guidance  of  your 
personal  Shearson  Financial  Consultant. 

And,  your  investment  account  is  insured 
with  SIPC-type  coverage  up  to  $10  million 
by  the  Fireman's  Fund  Company,  an 
American  Express  Company. 

To  find  out  more,  fill  out  and  send  us  the 
coupon.  Or  call  1-800-228-2233.  It's  the  first  step 
to  turning  your  idle  cash  into  working  money. 


'Convenient  checking 
privileges." 

Adele  Barrett 

Financial  Consultant 


'A  Shearson/American  Express 
Investment  Account." 

Robert  Fash 
Financial  Consultant 


An  American  Express 
Gold  Card.*" 

M.M.  Brown,  Jr. 
Financial  Consultant 


"A  comprehensive 
monthly  financial 
statement." 

Jonathan  Smith 
Financial  Consultant 


r 


FB1122 

Shearson/American  Express  Information  Center 

PO  Box  532,  Great  Neck.  New  York  11025  •  1-800-228-2233 
Please  send  me  my  free  copy  of  the  Shearson/American 
Express  Financial  Management  Account. 

Name  (Please  Print)  


Address. 
City  


.  State. 


Zip- 


Bus  Phone ( 


Home  Phone  ( 


L 


Clients  of  Shearson  American  Express:  Please  state  which 
Branch  and  Financial  Consultant  handle  your  account 


The  flagship  of  the  financial  world 


And  me,  your  personal 
Shearson/American  Express 
Financial  Consultant." 

Sheldon  Wilshmsky 
Financial  Consultant 


'For  more  complete  information,  including  management  fees  and  expenses, 
request  the  Shearson/American  Express  Financial  Management  Account 
Prospectuses  by  mailing  this  coupon  or  calling  today.  Please  read  the 
Prospectuses  carefully  before  you  invest  or  send  money 
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/ears  to  almost  23  years  — an 
ncrease  of  more  than  42%  . 

If  we  eliminate  both  malignant 
leoplasms  and  cardiovascular- 
enal  diseases  as  major  causes  of 
)remature  death  by  2015,  life 
expectancy  at  age  65  will  increase 
|d  49  years,  an  increase  of  almost 
11%. 

jiven  the  rapid  advances  medical  sci- 
2  makes  from  one  decade  to  the 
t,  it  is  not  unlikely  that  instead  of 
ig  rarities,  centenarians  will  be 
easingly  commonplace  come  the 
2nium.  The  time  for  deciding  how 
are  going  to  finance  your  ever- 
sasing  retirement  years  can  no 
jer  be  delayed  —  not  if  you  want  to 
;  forward  to  enjoying  your  non-work- 
,/ears  rather  than  having  to  confront 
:inal  phase  of  your  life  with  mounting 
id  as  it  approaches. 

kay,  you  say,  so  how  do  I  go  about  it? 
hat's  the  second  question .  The  first 
ition  is:  who  am  I  and  how  am  I 
g  to  get  what  I  want  out  of  life, 
iding  a  self-sustained,  secure 
ement? 

jo  who  are  you?  Do  you  plan  on  liv 
le  rest  of  your  life  as  a  soloist  or  do 
intend  to  remain  involved,  or 
•me  involved,  with  a  way  of  life  the 
majority  of  Americans  choose:  as 
of  a  family,  the  universal  human 
inuum? 

'ho  are  you?  Are  you  a  risk-prone 
bn  with  a  high  tolerance  for  a  high 
reward  quotient  in  your  retirement 
? 

re  you  capable  of  the  close  attention 
'tails,  as  well  as  a  close  attention  to 
omic  and  financial  developments, 
ired  to  get  optimum  results  out  of  a 
lirected  retirement  program? 
re  you  essentially  conservative  and 
d  prefer  to  have  a  retirement  plan 
the  least  possible  risk  and  with  the 
agement  and  administrative  details 
lied  by  a  financial  institution? 
efore  deciding  which  of  the  retire- 


OVER 
HALF  A  MILLION 
AMERICANS  HAVE 
FOUND    SI  IN  A 
CREDIT  UNION 
IRA. 

EFFORT 

Automatic  payroll  deduction  is  the  effortless  way  to 
maintain  an  IRA.  Credit  union  members  are  enjoying  this 
advantage  right  now.  Other  institutions  offering  IRAs  are  wonder- 
ing about  it.  That's  just  one  reason  why  more  and  more  people 
are  turning  to  credit  unions  for  their  IRAs. 

FEES  AND 


Credit  union  members  don't  pay  any  commissions  or 
brokerage  fees  when  they  open  an  IRA  at  their  credit  union. 
That's  another  IRA  advantage  for  credit  unions.  And  it's  typical 
of  what  keeps  bringing  smart  financial  shoppers  to  credit 
unions.  Less  off  the  top,  more  for  the  bottom  line:  it  adds  up. 


Since  the  individual  needs  of  credit  union  members 
vary  widely,  credit  unions  supply  a  wide  variety  of  investment 
programs  to  meet  member  needs.  Unlike  other  IRA  sources, 
credit  unions  aren't  committed  to  any  narrow  investment 
instrument.  So  members  get  advice  that's  sound,  objective  - 
less  restricting. 

Credit  union  IRAs  carry  the  same  $100,000  account 
insurance  available  on  credit  union  share  accounts.  And,  of 
course,  members  get  comparable  rates  of  return,  as  well  as  a 
tax  deduction  of  up  to  $2,000  per  wage  earner.  But  they  also  get 
less  of  what  they  don't  need,  more  of 
what  they  joined  a  credit  union  for. 

Look  at  the  IRA  marketplace, 
and  you'll  see  that  credit  unions  are  a 
big  part  of  it.  Keep  looking  and  you'll  see 
that  part  getting  bigger. 

ft 

THE  CREDIT  UNION  IRA. 

ITiis  message  brought  to  you  by  ILL!  Services  Corporation,  an  affiliate  of 
Credit  Union  National  .Association,  on  behalf  of  America's  credit  unions. 


A  Fact from  Manufacturers  Hanover: 

AMERICA'S  4th  LARGEST  BANK 
MAKES  YOUR  IRA  WORTH  MORE. 

HIGH  YIELDS! 
FDIC-INSURED  SAFETY! 
PLUS  A  WEALTH  OF  VALUABLE  SERVICES! 


Choosing  the  IRA  that's  best  for  you  involves  a  lot  more  than  just 
searching  for  the  highest  rate  and  opening  an  account.  The  type  of 
IRA  you  select  and  the  way  it  is  designed  will  have  a  lot  to  do  with 
how  fast  your  money  grows  over  the  long  pull,  and  how  comfort- 
able you  feel  about  your  plan. 

That's  why  you  should  open  your  IRA  with  Manufacturers 
Hanover  Trust,  because  Manufacturers  Hanover  goes  far  beyond 
just  offering  you  high  interest. 

You'll  get  the  outstanding  array  of  helpful  Manufacti  -s 
Hanover  Services  like  these:  Detailed  periodic  statements  which 
help  you  record  your  investment  growth.  An  easy  to  use  IRA 
Planning  Kit,  including  a  free  slide  rule  to  help  you  estimate  what 
your  money  will  earn.  A  free  Capital  Growth  Forecasting  Service 
by  mail  or  phone,  if  you  want  us  to  calculate  earnings  for  you.  An 
IRA  Fact  Phone  Service  to  learn  current  interest  rates.  Plus 
information  about  a  wide  variety  of  the  most  modern  fixed  and 
variable  interest  rate  IRA  plans. 

With  all  these  services  you'll  be  glad  you  opened  your  IRA 
account  with  one  of  America's  premier  financial  institutions. 

To  the  right  are  two  of  our  most  popular  plans.  Choose  the 
one  that  is  your  best  path  to  lifetime  security,  then  write  or  phone 
Manufacturers  Hanover  today  for  an  application  to  open 
your  account. 


30- MONTH  FIXED  RATE  ACCOUNT 

This  plan  is  for  those  who  prefer  the  security  of  a 
guaranteed  interest  rate.  Minimum  opening  deposit 
is  $1,000.  You  earn  the  guaranteed  rate  for  the  next 
30  months,  no  matter  what  happens  to  interest 
rates.  Your  money  is  insured  by  the  F.D.I.C. 
Interest  is  compounded  daily. 


18-MONTH  VARIABLE  RATE  ACCOUNT 

This  plan  is  ideal  for  those  who  want  to  be  sure  of 
earning  a  high  rate  of  interest  that  changes  monthly 
with  prevailing  market  conditions.  You  are  guaran- 
teed a  minimum  annual  interest  rate  of  8%  regard- 
less of  how  low  interest  rates  may  fall.  Insured  by 
F.D.I.C.  Interest  is  compounded  daily.  Open  an 
account  for  $50  or  more,  add  $25  or  more  when- 
ever you  like. 


phone  1-800-645-6400 

toll  tree  tor  the  application  torms  to  open  an  account, 
or  mail  the  coupon  today. 

ACT  NOW:  For  current  interest  rates,  a  free  IRA  Planning  Kit,  or  a  free  Capita 
Growth  Forecast  phone  now  or  mail  the  coupon  today. 


Manufacturers  Hanover  Trust 
Marketing  Department,  9th  Floor 
140  East  45th  Street 
New  York,  NY  10017 

Please  rush  me  the  facts  about  the 
following  IRA  Plan: 


□ 
□ 


30-month  fixed 
interest  rate  account 

18-month  variable 
interest  rate  account 


Please  include  the  following: 


FDR-1 


□ 
□ 


A  personal  Capital  Growth  Forecast  on  how  much  my  capital  will  grow  if  I  invest 


at  current  rates  for_ 


.years.  I  am  currently. 


.years  of  age . 


Account  opening  forms. 


Name. 


Address. 


City  

Home 
Phone_L 


 State- 
Business 
.Phone  L 


.Zip. 


AREA  CODE 


MANUFACTURERS  HANOVER  TRUST 

Our  facts  make  your  money  worth  more. 


Member  FDIC.  For  additional  information  about  any  of  our  savings  plans,  please  call  our  fact  phone  at  1-800-645-6400. 
There  are  substantial  interest  and  tax  penalties  for  a  withdrawal  from  an  IRA  before  age  59'/:.  $25  early  closeout  fee. 


plans  described  in  the  following 
s  is  most  suitable  for  your  needs,  a 
pinutes  spent  answering  the  ques- 
pove  may  be  the  best  investment  of 
Itime  you  can  make, 
le  fundamental,  bottom-line  ques- 
'hould  not  be:  do  I  need  a  tax- 
ered  retirement  program? 
>e  question  is:  how  should  I  choose 
rogram  best  suited  for  me? 

COMMERCIAL  BANK  IRAs 

?w  York's  Citibank  and  Manufac- 
s  Hanover  bank  have  been  among 
laders  in  pushing  into  IRA  markets. 


The  commercials'  chief  stock-in-trade  for 
IRAs  has  been  the  certificate  of  deposit 
(CD) .  Citibank  and  Manny  Hanny  are 
offering  six  CDs  with  maturities  running 
from  six  months  to  four  years. 

Other  major  banks  in  the  money  cen- 
ters across  the  country  are  actively  mar 
keting  similar  IRA  product  lines  with  sim- 
ilar interest  rates,  all  based  on  the  going 
rate  for  U.S.  Treasury  securities  with 
comparable  maturities.  Most  banks'  CDs 
run  from  six  months  out  to  five  years  and 
are  insured  up  to  $100,000  each 

But  it  certainly  pays  to  shop  around. 
For  example,  one  of  the  most  successful 
IRA  promotions  came  out  of  the  First 


National  Bank  of  Chicago.  Last  January, 
the  bank  launched  a  campaign  featuring 
a  2%  bonus  offer  on  newly  opened 
IRAs  It  was  so  successful  that  the  bank 
decided  to  let  it  run  beyond  the  one 
month's  duration  originally  planned.  By 
September,  the  First  of  Chicago  had 
over  100,000  new  IRAs  in  the  till,  a 
major  share  of  the  market  in  its  area. 

Many  of  the  big  commercials  have 
been  selling  IRAs  via  nationwide  adver- 
tising campaigns.  All  you  need  to  open  a 
Citibank  IRA,  for  example,  is  a  bank 
credit  card  and  a  postage  stamp.  The 
bank  says  the  response  to  this  campaign 
has  been  "very  positive"  Other  big  com- 


IRA  TAX  DEDUCTIONS 


>cudder  IRAs  offer  you  many  advantages. 

•  Low  Cost.  No  IRA  set-up  or  maintenance  fees,  plus  all 
Scudder  funds  are  no-load. 

•  Wide  Choice.  Investment  options  include  2  money 
market  funds,  an  income  fund,  and  4  common 
stock  funds. 

•  Flexibility.  You  are  never  locked  into  any  investment 
decision.  Adapt  your  Scudder  IRA  as  conditions 
change  —  without  charge.  No  withdrawal  penalties. 

•  Experience.  IRA  plans  have  used  Scudder  Funds  since 
IRAs  began. 

•  Rollovers.  You  can  easily  transfer  into  a  Scudder  IRA 
and  enjoy  these  benefits. 


INDIVIDUALS:  For  more  complete  in- 
formation, including  management  fees 
and  expenses,  please  WRITE  or  CALL 
TOLL  FREE  1-800-453-9500 

for  prospectuses  and  special  literature. 
Read  material  carefully  before  you  invest 
or  send  money. 

EMPLOYERS:  Call  toll  free  or  Write  for 
information  on  our  group  deduction 
IRAs: 

1-800-225-2471 

(in  Mass.,  Call  collect  617-482-3990) 


r 


SCUDDER  IRAs  T1 

c/o  Scudder  Fund  Distributors,  Inc.  ■ 
1 7  5  Federal  Street,  Boston,  MA  02 1 1 0  • 
Name   . 


Q3  If  Employer,  Company  Name 

Address  

I  City  


|  State, 


-Zip- 


THE  SCUDDER  NATIONAL  SERVICE  NETWORK 

Boca  Raton  •  Boston  •  Chicago  •  Cincinnati  •  Cleveland  •  Dallas  •  Houston 
Los  Angeles  •  New  York  •  Philadelphia  •  Portland,  (Ore.)  •  San  Francisco 


When  an 
IRA/Annuity  Plan 
is  designed 
to  give  you  more 
than  just 
a  tax  break...  j 

It  must  be  USLIFE's 


Every  IRA.,  whether  sold  by 
bank,  mutual  fund,  broker,  or 
isurance  company,  is  basically 
•eated  equal. 

Because  each  one  offers  you 
le  same  tax  break. 

What  they  don't  all  offer  are 
le  advantages  of  an  IRA  from  the 
SLIFE  family  of  companies. 

First,  an  IRA  from  a  USLIFE 
)mpany  offers  you  flexibility. 
)r  example,  you're  allowed  to 
iiake  contributions  of  as  little  as 
60  anytime  during  the  year,  up 
I  the  yearly  maximum  of  $2,000 
,i2,250  for  a  spousal  IRA). 

Consider  the  annuity  advan- 
Lge,  too.  Because  USLIFE  designed 
Is  IRA  around  an  annuity,  it  means 


you  can't  outlive  your  IRA/ Annuity 
payout.  What's  more,  you  choose 
how  you  want  to  be  paid  so  the 
tax  benefits  can  look  even  better. 
And,  there  are  no  extra  or  hidden 
fees  for  all  this. 

And  if  you're  an  employer,  we 
can  provide  an  efficient  payroll  de- 
duction plan  for  your  employees. 

Add  these  advantages  to  our 
personalized  service  and  you'll 
quickly  see  why  an  IRA  from  a 
USLIFE  company  is  a  better  road 
to  retirement. 

For  more  information,  contact 
the  USLIFE  company  nearest  you,  or 
write  Dept.  K  USLIFE  Corporation, 
125  Maiden  Lane,  New  York,  NY 
10038.  Telephone:  212-709-6226. 


IHLIFE 

life  is  a  family  affair 

Our  family  of  life  insurance  companies. 

The  United  States  Life  Insurance  Company,  New  York,  NY  212-709-6360 
USLIFE  Life  Insurance  Company  of  California,  Pasadena,  CA  213-795-0401 
Great  National  Life,  Dallas,  TX  214-357-1861  •  Old  Line  Life,  Milwaukee,  Wl  414-271-2820 
All  American  Life,  Chicago,  IL  312-399-6500  •  Lincoln  Liberty  Life,  Des  Moines,  IA  515-225-2000 


Fidelity* 
le  benefits  or  an  IRA* 
And  the  freedom 
to  change  it 


With  Fidelity, 
you  have  all  the 
benefits  -  including 
the  current  $2,000 
tax  deduction -of  an 
IRA.  Along  with 
exceptional  invest- 
ment freedom. 

Stocks,  bonds, 
or  money  markets: 
You  choose. 

Fidelity  offers  you  a 
choice  of  13  different  ways 
to  invest  your  IRA  dollars.  You 
can  choose  Fidelity  Cash  Reserves, 
a  money  market  fund  offering  today's  high 
yields.  You  can  invest  in  a  wide  range  of 
stock  and  bond  funds.  Or  you  can  invest 
your  IRA  directly  into  stocks  and  bonds 
through  our  discount  brokerage  service. 

You  get  real  flexibility. 

Should  your  needs,  or  market  conditions, 
change,  you  can  switch  among  the  Fidelity 
funds  with  a  phone  call.  You're  never 
locked  into  one  type  of  investment.  Or 
one  rate  of  return  on  your  investment. 

Benefit  from  years  of  experience. 

When  you  invest  with  Fidelity,  you  have 
the  security  of  knowing  your  investment 


y'/  managed  by  one  of 
the  nation's  leading 
financial  organizations. 
Fidelity  has  over  $15  billion 
of  assets  under  management 
and  over  900,000  shareholder 
accounts. 

Call  free  to  learn  more. 

A  Fidelity  IRA  lets  you  start 
with  as  little  as  $500.  Get  up 
to  a  $2,000  tax  deduction  and 
pay  no  current  taxes  on  the 
income  you  earn.  Plus,  direct 
your  investment  strategy.  Call 
today  to  learn  more. 

Call  Free 
800-225-6190 

In  Mass.  Call  Collect  (617)  523  1919 


FIDELITY 


THE  FLEXIBLE  IRA 


P.O.  Box  832, 82  Devonshire  St. ,  : 
Boston,  Mass.  02103,  Dept.  JB-112282 

Fidelity  Investor  Centers  are  now  open: 

70  Pine  Street,  1010  Lamar, 

New  York,  NY  10005    Houston,  TX  77002 


For  more  complete  information,  including  management  fees  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 

Please  check:  □  Fidelity  kinds  (1 55)  □  Funds  and  brokerage  0901) 


Name 


Address 


City 


State 


ZiP 


mercials  also  report  very  positive  re 
from  similar  mail-order  campaigns, 
ton's  State  Street  Bank  and  Trust  su 
cessfully  markets  its  IRAs  with  its  D 
affiliate,  via  mail  and  directly  to  lod 
customers. 

THRIFT  INSTITUTIONS 

The  savings  and  loans  and  the  sai 
banks  offer  much  the  same  range  of] 
as  their  commercial  bank  competito 
the  IRA  market.  The  thrifts  feature 
minimum  entry  requirements  ($10  i 
uncommon)  and  no  custodial  fees 
each  IRA  account  carries  federal  insi 
ance  up  to  $100,000.  The  savings  ii 
tutions  also  make  it  easy  to  switch  fu 
out  of  established  accounts  and  intot 
IRAs. 

They're  also  highly  gift-oriented 
"That's  right— you  can  choose  from 
variety  of  over  80  brand  name  gifts 
depending  on  your  opening  deposit 
And  if  you  don't  think  these  giveaw 
programs  are  effective  sales  fillips,  \J 
haven't  seen  the  lines  in  front  of  a  si 
ings  institution  with  a  full-blown  gift 
paign  under  way. 

The  savings  institutions  have  not) 
putting  the  same  full-court  press  on 
IRA  market  in  1982  as  they  did  last 
Their  earnings  have  been  under  exc 
ating  pressure  because  of  high,  andl 
highly  volatile,  interest  rates.  They'' 
back  in  advertising  and  consequent 
have  become  less  visible  purveyors 
IRAs.  Consequently,  money  marke 
funds  paying  higher  interest  rates  hi 
drained  billions  of  dollars  away  fron 
s.&  Is  and  savings  banks. 

Last  month,  however.  President 
Reagan  signed  into  law  legislation 
enabling  depository  institutions  to  G 
customer  accounts  free  of  interest-r 
restrictions.  This  will  allow  them  to 
pete  head-on  with  money-market  f 
for  IRA  dollars.  The  thrifts  also  will] 
able  to  compete  directly  with  the  co 
mercials  in  marketing  other  consum 


What  makes  one  IRA  better  than  another? 

PERFORMANCE 

NOT 

PROMISES. 

Read  everything  you  can  about  IRAs  and  compare  them  to  a  Kemper  Total  Return  Fund  IRA.  The 
more  you  read,  the  better  we  look. 

If  today's  rapidly  changing  market  environment  has  you  uncertain  as  to  what  combination  of 
securities  belongs  in  your  IRA  portfolio,  Kemper  can  help. 

Kemper  Total  Return  Fund,  Inc.  is  a  diversified  investment  fund  with  a  superb  record  of  success. 
Its  portfolio  of  stocks,  bonds  and  money  market  instruments  is  managed  by  professionals  who  seek 
the  highest  total  return,  a  combination  of  income  and  capital  appreciation,  consistent  with 
reasonable  risk.  But  Kemper  offers  you  even  more.  A  Kemper  IRA  is  a  "flexible"  IRA.  If  your 
investment  goals  change  or  new  opportunities  arise  there's  a  procedure  for  you  to  switch  to  another 
Kemper  fund  that  fills  the  bill.  Minimum  initial  investment  is  only  $250. 


Comparative  Value — 

Periods  Ending 

December  31, 1981 

Annual 
Investments 
of  $2,000 

Capital  Gain 
Distributions 
Reinvested 

Income 
Dividends 
Reinvested 

Kemper 
Total  Return 
Fund 

Dow  Jones 
Industrial 

Averages 

Standard 
&  Poor's 
500 

Life  of  Fund 

$44,379 

$26,819 

$43,808 

$115,006 

$59,403 

$72,001 

1  5  Years 

37,349 

18,794 

30,032 

86,175 

47,162 

55,635 

10  Years 

24,429 

8,865 

12,563 

45,857 

28,095 

32,741 

5  Years 

10,563 

2,398 

2,637 

15,598 

1  1,092 

13,517 

(Note:  The  figures  for  Kemper  Total  Return  Fund  are  based  on  changes  in  net  asset  value  per  share  with  all  income  and  capital  gains 
idistributions  reinvested,  and  after  adjusting  for  a  maximum  front-end  sales  charge  of  8.5% .  No  adjustment  has  been  made  for  income  taxes. 
iFigures  for  the  unmanaged  stock  market  indices  assume  reinvested  dividends.  The  $2000  annual  investments  were  made  at  the  beginning  of 
leach  year.  Future  performance  is  not  guaranteed.  Life  of  fund  figures  are  from  March  2, 1964. 

Call  Free  800-621-5027  —  In  Illinois  call  (312)  444-9414 


Kemper  Total  Return  Fund,  Inc. 

j  Please  send  me  a  current  prospectus  on  Kemper  Total  Return  Fund,  Inc.,  which  contains  more  complete  information, 
i  including  management  fees  and  expenses  and  information  and  an  application  for  a  Kemper  IRA.  I  will  read  this  material 
J  carefully  before  I  invest  or  send  money. 

j  Name  

i  Street  Address  — 

J  City  State  Zip  

j  Telephone  

!  Please  send  me  information  on  using        KEMPER  FINANCIAL  SERVICES,  INC. 
!  the  Fund  for  my  □  IRA  or  □  Keogh  plan.    Investment  Manager  and  Principal  Underwriter 

120  South  LaSalle  Street,  Chicago,  IL  60603 
J    M58232600  Attention :  C.  Coie 


financial  services.  As  their  revenues 
improve,  given  a  more  stable  interest- 
rate  environment,  you  can  expect  the 
thrifts  to  be  dynamic  competitors  again 
for  IRA  business. 

It's  an  economics  axiom  that  the  ulti- 
mate beneficiaries  from  intensified  com- 
petition in  selling  anything  in  open  mar- 
kets are  the  buyers,  meaning  John  and 
Jane  Doe. 

So  shop  around,  shop  around. 

CREDIT  UNIONS 

Added  competition  for  your  IRA  con- 
tributions will  be  coming  from  the  credit 
unions,  thus  far  the  sleeping  giant  in  the 
IRA  market.  Less  than  one-third  of  the 
21,000  unions  were  offering  IRAs  in 
January,  1982.  But  since  then,  there  has 
been  a  massive  move  into  the  market. 
By  the  end  of  the  year,  the  Credit  Union 
National  Association  (CUNA)  expects 
the  number  of  credit  unions  offering 
IRAs  to  swell  to  12,000. 

With  44  million  members,  the  credit 
unions  have  a  preferred  position  on  the 
IRA  track.  ICU  Services,  the  marketing 
arm  for  CUNA  IRAs.  identified  the  IRA 
market  in  a  recent  promotion  kit  as  "The 
Financial  Battleground  of  the  Future" 
Enemy  symbols  pictured  were  those  of 
savings  institutions,  insurance  com- 
panies, commercial  banks  and  stock  bro- 
kerage firms. 

Like  their  commercial  bank  and  thrift 
competitors,  credit  unions  also  offer  a 
variety  of  CDs.  (although  they  may  label 
them  "share  accounts!')  They  have  low 
entry  requirements  and  payroll  deduc- 
tion plans;  they  have  no  commission  or 
brokerage  fees;  they  provide  their  own 
federal  insurance  through  the  National 
Credit  Union  Administration. 

Unlike  their  competitors,  the  CUs  are 
nonprofit  organizations  run  by  their 
members.  As  the  rapid  homogenization 
of  the  financial  services  industry  con- 
tinues apace,  there's  bound  to  be  nation 
wide  consolidation  among  the  commer- 
cial banks,  between  the  commercial 


banks  and  thrifts,  and  among  the  thrifts. 
In  a  sense,  the  CUs  will  benefit  from  the 
intensifed  competition  for  IRA  business 
as  the  public  becomes  increasingly  aware 
of  the  IRA  attributes.  On  the  other  hand, 
the  CUs  special  license  insulates  them 
from  the  dangers  of  being  gobbled  up  by 
the  competition. 

INSURANCE  COMPANIES 

Talk  to  insurance  people  about  IRAs 
and  the  first  thing  you'll  hear  is:  "An 
insurance  annuity  is  the  only  way  you 
can  guarantee  yourself  retirement 
income  every  year  for  as  long  as  you 
live!' 

Life  insurance  is  designed  to  be  a 
lump-sum  payment  which  your  benefi- 
ciaries receive  after  you  die;  an  annuity 
is  the  yearly  payment  you  get  after  you 
retire. 

The  major  appeal  of  annuities,  and 
the  insurance  companies  own  this  mar- 
ket, is  the  closed-end  aspects  of  a  con- 
ventional IRA.  The  IRS  expects  to  col 
lect  taxes  on  your  retirement  fund  as  you 
liquidate  it  over  a  prescribed  period  of 
years  after  you  retire. 

But  suppose  you  live  on  and  on 
beyond  your  normal  life  expectancy  — 
and  many  thousands  of  the  longevous 
do.  If  there  are  long-distance  genes  in 
your  heritage,  a  lifetime  annuity  can  be  a 
very  sensible  alternative  to  regular  with- 
drawals in  stipulated  amounts  for  a  lim- 
ited number  of  years. 

There's  one  approach  to  annuities 
which  insurance  companies  hope  will 
catch  on  with  increasing  numbers  of  IRA 
participants  later  in  their  lives.  That's  an 
annuity  rollover— or  more  precisely,  a 
rollover  of  a  non-insurance  IRA  into  an 
annuity  as  retirement  nears.  If.  for  exam- 
ple, you  have  $500,000  in  your  IRA 
when  you  get  your  last  paycheck,  you 
can  switch  (within  60  days)  to  an  annuity 
which  will  pay  you  $50,000  a  year  for 
the  rest  of  your  life. 

Annuities  aren't  the  only  items  on 
insurance  company  IRA  menus.  Most 


insurers  offer  lump-sum  retirement  p 
ments  and  fixed-period  instalment  pa 
ments  as  well  as  on-going  annuity  pla 
Typical  would  be  Metropolitan  Life's 
Connecticut  General  Life's  and  U.S. 
Life's  IRA  line  — money  market,  stocj 
bond  and  guaranteed  investment 
accounts. 

MUTUAL  FUNDS 

Many  professional  financial  planr 
encourage  IRA  participants  to  put 
mutual  funds  at  or  near  the  top  of  th 
list  of  possible  investment  vehicles  fc 
their  retirement  savings.  The  selling 
points  of  the  mutuals  include: 

Professional  money  managem 
Diversified  portfolios 
Distinct  investment  options 
Easy  switching  among  a  family 
funds 

Relatively  low  cost  for  investoi 
Mutual  funds  are  run  by  investnru 
companies  and  a  recent  count  indie 
there  were  about  700  funds  under  tl 
management  of  some  200  firms.  Th 
have  a  total  of  about  $270  billion  in 
assets. 

Just  about  all  the  investment  con 
panies  have  joined  the  money-marl^ 
fund  parade  and  are  offering  these  \ 
yield  vehicles  in  the  IRA  market.  An 
just  about  all  the  mutual  fund  con 
generics  also  are  offering  three  addii 
tional  kinds  of  funds:  growth,  incon 
and  balanced.  The  implication  fortl 
IRA  investor  should  be  clear:  don't 
put  all  your  eggs  in  the  money  mark 
basket. 

Load  funds  are  those  with  a  front 
charge,  or  load,  running  anywhere: 
1%  to  more  than  8% .  This  charge  al 
ally  reflects  a  selling  commission  for 
brokerage  firm  or  other  middle-marl 
agency  marketing  the  fund.  The  loa 
funds  comprise  about  half  of  the  70< 
mutual  fund  population.  They  inclui 
funds  under  the  aegis  of  such  solid  [ 
formers  as  Templeton.  Lord  Abbett. 
Investors  Diversified  Services.  Kemi 


WITH  A  MERRILL  LYNCH  IRA,  THE  INVESTMENT  POSSIBILITIES  ARE  VIRTUALLY  UNLIMITED. 


An  Individual  Retirement  Account  (IRA)  is  not  only  an 
excellent  way  to  obtain  a  $2,000  deduction  on  your 
income  tax  every  year,  but  also  to  build  retirement  funds 
at  the  same  time. 

Almost  everyone  with  earned  income  now  has  that 
opportunity  You  should  know,  however,  that  some  IRAs 
do  more  for  your  money  than  others. 

Some  lock  you  into  one  type  of  investment  Or  limit 
you  to  a  fixed  rate  of  return  A  Merrill  Lynch  IRA,  on  the 
other  hand,  opens  up  virtually  the  entire  range  of  invest- 
ment opportunities  to  your  money  For  example: 

•  Money  Market  Funds  •  Annuities  •  Mutual  Funds 

•  Zero  Coupon  Investments  •  Government  Securities 

•  Government  Agencies  •  GNMA  Unit  Trusts  •  Cer- 
tificates of  Deposit  •  Treasury  Bills  •  Growth  Stocks 

•  Blue  Chip  Stocks  •  High  Yield  Stocks  and  Bonds 

•  Corporate  Bonds  •  Convertible  Bonds  •  Discount 
Bonds  •  Covered  Call  Options  •  Corporate  Income 
Trusts.  Limited  Partnerships. 


You  select  the  investment  that  best  suits  your  needs. 
You  can  also  switch  from  one  to  another  investment 
any  time  your  goals  change  or  new  oppportunities  arise. 
You  also  enjoy  the  confidence  of  investing  with  a  world 
financial  leader,  with  years  of  experience  handling  IRA 
accounts.  More  than  360,000  Merrill  Lynch  Retirement 
Plans  clients  have  invested  over  two  billion  dollars. 

So  before  you  make  a  decision  as  important  as  a 
retirement  investment,  be  sure  to  check  all  your  alter- 
natives —  to  make  your  money  grow  faster.  Your  Merrill 
Lynch  Account  Executive  will  be  happy  to  explain  the 
wide  range  of  possibilities  available  to  you.  lust  call 
or  mail  the  coupon  today. 

Call  toll  free  Monday  through  Friday.  8:30  a.m.  to 
12  midnight  Eastern  Time,  1-800-526-3030,  ext.  365. 
In  New  )ersey,  call  1-800-742-2900,  ext. 365. 

In  Alaska  or  Hawaii,  call  the  Merrill  Lynch  office 
nearest  you. 


ALL 
IRAS 
ARE  NOT 

CREATED 
EQUAL. 

CALL  TOLL  FREE  MONDAY  THROUGH  FRIDAY,  8:30  A.M.  TO  I  2  MIDNIGHT 
EASTERN  TIME.  I -800-526-3030.  EXT  365.  IN  NEW  (ERSEY  CALL  1-800-742-2900.  EXT.  365 


r 


Mail  to:  Merrill  Lynch  Service  Center.  RO  Box  202 1.  Jersey  City.  N|  07303 
□  I'm  interested  in  an  IRA  Plan  that  can  truly  reflect  my  individual 
needs  and  goals.  Please  send  me  free  literature 

Name  


1 


Address. 
City  


State . 


Business  Phone. 


.  Home  Phone. 


.Zip. 


Merrill  Lynch  customers  please  give  name  and  office  address  of  Account  Executive 


I  


Merrill  Lynch 

Merrill  Lynch  Pierce  Fenner  &  Smith  Inc 

A  breed  apart. 


 rj 
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Financial  Services,  and  Oppenheimer. 
(The  Investment  Company  Institute  in 
Washington,  D  C  publishes  a  complete 
directory  of  these  funds.) 

The  no-load  funds  have  no  commis- 
sion charges  since  you  have  to  go  to  the 
no-loads  to  invest  in  their  shares.  In  this 
group  are  equally  solid  performers 
including  T.  Rowe  Price,  Scudder 
Stevens,  Value  Line  and  Dreyfus.  (The 
No-Load  Mutual  Fund  Directory  can  be 
obtained  from  the  Financial  Relations 
Board  in  New  York  City.) 

One  great  advantage  the  mutuals  pro- 
vide is  the  opportunity  you  have  to  call 
your  shots  in  the  investment  markets 
without  paying  the  trading  commissions 


or  bearing  the  paperwork  burdens  that 
running  your  own  portfolio  entails. 

For  example,  an  organization  like  the 
Fidelity  Group  offers  a  family  of  funds 
composed  of  over  20  separately  man- 
aged portfolios.  You  can  switch  from  one 
to  another,  once  you're  a  Fidelity  cus- 
tomer, just  by  picking  up  the  phone. 
Other  fund  groups  provide  the  same 
self-directed  portfolio  services. 

There  also  are  special  funds,  not 
mutuals  in  the  strict  sense  of  the  word, 
which  offer  investment  opportunities  to 
IRA  participants.  ENI,  for  example,  has 
designed  an  income  fund  which  it  runs 
as  a  limited  partnership.  Its  revenues  are 
derived  from  oil  and  gas  production. 


BROKERAGE  FIRMS 

If  it's  variety  you're  after,  you'll  fine 
your  friendly  stock  broker  can  spread 
a  mind-boggling  IRA  product  line.  M 
of  the  big  firms  have  put  together  boC 
gles  of  IRA  vehicles  under  proprietar; 
names. 

E.F  Hutton  has  its  Hutton  Investn 
Series  consisting  basically  of  stock, 
bond  and  money-market  portfolios.  < 
Neuberger  &  Berman  has  its  Guardia 
line,  Bache  its  Chancellor  funds.  Dea 
Witter  Reynolds  has  what  it  calls  the 
Intercapital  group  and  The  IRA  $2.0| 
group,  similarly  designed  for  stock,  q 
and  money-market  investments. 

Shearson /American  Express  hasi 
two-pronged  thrust  into  the  IRA  mar' 
The  brokerage  half  of  the  recently 
merged  organizations  offers  a  sizable! 
spread  of  IRA  products  through  its  xQ 
ing  network  while  American  Expressi 
separately  markets  three  basic  fundsj 
direct  mail,  to  its  cardholders. 

Kidder  Peabody  has  developed 
a  different  approach.  It  acts  as  a  cons 
tant  'advisor  in  helping  corporations 
put  together  group  plans  for  their 
employees.  Kidder  acts  as  a  middle-i 
for  four  kinds  of  purveyors  of  IRAs:  a 
insurance  company  (Connecticut  Ge 
eral  Life) .  a  bank  (Citibank) .  a  mutual 
fund  combine  (Putnam) .  and  a  broke 
age  firm  (its  own  products) .  Kidder 
doesn't  try  to  sell  individual  IRAs 
through  its  registered  representatives 
it  will  open  an  IRA  for  a  customer 
already  on  the  books. 

The  loudest  noise  of  all  emerging 
from  the  IRA  corral  is  from  the  hoovi 
the  Thundering  Herd,  a  k  a  Merrill 
Lynch.  The  world's  biggest  brokeragi 
firm  has  the  world's  longest  list  of  IR/ 
vehicles,  over  50  at  the  latest  count. 
Merrill  Lynch  also  has  corralled  the  S 
est  known  number  of  IRA  customers 
some  260.000  with  a  total  dollar  col 
of  over  $1.5  billion. 

Even  some  of  Merrill's  major  com] 
tors  express  awe  at  the  incessant  out: 


ENI  Oil  &  Gas 
Income  &  Royalty 
Fund  1982-83 


110  110th  Avenue  N.E.  C-96850 
Bellevue,  Washington  98009 

1-800^26-3343 

In  Washington  state: 
1-800-562-1448 


ATLANTA  •  BOSTON  •  CHICAGO  •  CLEVELAND  •  DENVER  •  FORT  LAUDERDALE 
LOS  ANGELES  •  NEWPORT  BEACH  •  NEW  YORK  •  PHILADELPHIA 
SAN  FRANCISCO  •  SEATTLE  •  WASHINGTON,  D  C. 


ENI  Corporation  is  the  sole  NASD-registered  broker/dealer 

specializing  in  the  offering  and  sale  of  oil  and  gas 
programs  sponsored  by  its  affiliate,  ENI  Exploration  Company 


HOW  TO  GET  THE  MOST 
OUT  OF  YOUR  IRA. 

TALK  TO  DEAN  WITTER  REYNOLDS  FOR  MORE  WAYS 
TO  MAKE  YOUR  IRA  GROW -AT  LOWER  COST. 


ANNUAL  IRA  FEES  ARE  LESS 
AT  DEAN  WITTER* 


Dean  Witter  Reynolds    $20  flat 


National  Broker  A 


.2%  of  the  market  value  of  your 
account,  but  at  least  $50. 


)w  that  the  U.S.  Govern- 
3nt  has  given  you  one  of 
e  biggest  tax  breaks  and 
vestment  opportunities  in 
;>tory,  how  will  you  take 
[vantage  of  it?  Will  you 
nply  put  money  in  an  ac- 
ant  where  it  will  grow  at 
ixed  rate,  even  if  interest 
,  jes  soar  again  or  the  stock 
iirket  booms? 
iDean  Witter  Reynolds 
nks  there's  a  better  way. 
m  bring  you  a  broad  range 
■  investment  opportunities 
;it  can  help  your  ERA  plan 
ice  advantage  of  fluctuations  in  inter- 
),  rates,  inflation  rates  and  movements 
the  stock  market. 
We  can  offer  you  government  - 
aranteed  safety,  or  opportunities  for 
•re  rapid  growth.  Or  a  combination 
investments.  Plus  the  ability  to 
tinge  your  investments  as  your 
ids  or  economic  forces  change.  Plus, 
assist  you,  your  personal  Account 
i  ecutive  supported  by  a  staff  of 
Sessional  retirement  consultants, 
d  that's  only  the  beginning. 

r  those  who  choose  to  leave  the 
visions  to  the  professionals 

i  f  you  want  the  security  of  knowing 
Ir  IRA  funds  are  professionally 
naged,  Dean  Witter  Reynolds  Inter- 
Dital  sponsors  a  variety  of  mutual 
ds,  each  of  which  is  actively 
;  naged  by  investment  professionals. 
1  tual  funds  provide  a  convenient  way 
I  investors  with  similar  objectives  to 
>1  their  money  in  an  attempt  to 
I  ieve  their  financial  goal  — while,  at 
same  time,  they  enjoy  the  benefits 
>road  portfolio  diversification. 

!  1 2000  lor  people  who  make  their 
v  decisions 

f  you  prefer  to  manage  your  IRA 
estments  yourself,  our  IRA  2000 


National  Broker  B 


Flat  fee  of  $50,  more  than  twice 
as  high  as  Dean  Witter's. 


National  Broker  C 


.15%  of  the  first  $100,000  of  cum- 
ulative contributions.  .1%  there- 
after. Minimum  fee  $35,  higher 
than  Dean  Witter's  flat  fee. 


National  Broker  D 


.15%  of  first  $100,000  of  cumula- 
tive contributions.  .1%  there- 
after. Minimum  of  $35  —  higher 
than  Dean  Witter's  flat  fee. 


*Note:  Fees  quoted  here  are  for  self-directed  plans  based  on 
an  April,  1982  industry-wide  survey. 


$2,250  for  married  couples 
with  only  one  working 
spouse)  you  don't  need  to 
start  with  $2,000.<At  Dean 
Witter,  you  can  begin  with 
as  little  as  $250. 

Low  administrative  fees 

As  indicated  in  the  chart, 
Dean  Witter's  fees  are  rela- 
tively low  compared  to 
other  brokerage  firms. 


account  could  be  just  right  for  you.  It's 
a  "self-directed  IRA",  allowing  you  to 
take  personal  control  of  your  invest- 
ments. A  wide  selection  of  alternatives 
is  available,  depending  on  the  degree 
of  risk  you  want  to  take,  the  market 
conditions  and  your  particular  needs  at 
the  time. 

You  can  select  among  common 
stocks,  bonds,  covered  options,  mutual 
funds,  CD's,  unit  trusts  and  certain 
real  estate  and  equipment  leasing 
limited  partnerships.  You  can  combine 
them  as  you  wish.  You  can  switch  them 
at  will,  emphasizing  one  type  of  invest- 
ment or  another  as  economic  or 
personal  conditions  dictate.  You  can  also 
diversify  your  investments  to  maximize 
return  and  spread  your  risk. 

Non  stop  earning  power 

The  dollars  in  your  IRA  2000  ac- 
count are  constantly  at  work.  Income 
from  dividends,  interest,  or  other 
sources  is  automatically  reinvested 
each  day  in  a  money  market  fund, 
where  it  keeps  earning  at  money  mar- 
ket rates. 

You  dont  need  $2,000  to  start 

While  the  law  allows  any  working 
individual  to  put  $2,000  into  an  IRA 
tax-deferred  account  each  year  (or 


Decide  today  how  you'll 
live  tomorrow 

The  sooner  you  open  an 
IRA,  the  faster  you  can  begin  building 
for  your  retirement  future.  To  learn 
how  to  make  the  most  of  your  oppor- 
tunities, mail  the  coupon  today,  or  call 
the  number  below.  Hurry.  Time  really 
is  money. 

1-800-526-7443  Ext.  266 

In  New  Jersey,  call  800-522-4503  Ext.  266) 


DEAN  WITTER  REYNOLDS 

One  investment  firm 
you'll  be  glad  to  hear  from. 


|  « 

Dean  Witter  Reynolds  Inc.  Member  SIPC 

Client  Information  Services   U4)  113  pR  11/22 
P.O.  Box  5013 
Clifton.  NJ  07015 

I  want  to  find  out  how  much  more  Dean 
Witter  can  do  for  my  IRA  funds.  Please 
send  information  on: 

□  DWR  Professionally  Managed  IRA 

□  DWR  IRA  2000  Self-Directed  IRA 

Name 


Address 


City 
( 


) 


State 

(  ) 


Zip 


Business  Phone 


Home  Phone 


If  you  are  now  a  Dean  Witter  Reynolds 
client,  please  indicate  your  Account  Exec- 
utive's name  and  office: 


of  new  products  from  The  Herd's  IRA 
wranglers.  Recent  innovations  include: 

•  A  money  market  fund  created 
exclusively  for  retirement 
accounts. 

•  A  new  oil  and  gas  program 
(Callon  Royalty  Retirement  Fund) 
also  designed  specifically  for  Mer- 
rill's retirement  plans. 

•  Two  Ginnie  Mae  funds,  one 
sold  as  a  unit  trust  to  IRA  partici- 
pants with  a  minimum  investment 
of  $1,000,  the  second  a  Ginnie 
Mae  bond  fund  featuring  monthly 
payments  of  principal  and  interest. 

•  An  ever-lengthening  list  of 
zero-coupon  investments.  The  lat- 
est is  the  Merrill  Lynch  Tiger  (for 
Treasury  Investment  Growth 
Receipts)  whereby  an  IRA  investor 
becomes  part  owner  of  future 
interest  and  principal  of  $500  mil- 
lion in  Treasury  bonds. 

•  A  commodity  fund,  similar  to 
a  mutual  fund  but  consisting  of  a 
portfolio  of  various  commodity 
and  financial  futures. 

When  you're  shopping  the  brokerage 
firms,  keep  in  mind  that  old  maxim  — 
"If  you  don't  see  it,  ask  for  it'.' 

In  1982,  IRA  has  just  been  coming 
out  of  the  egg.  Its  period  of  greatest 
growth  lies  ahead.  There's  $50  or  $60 
billion  in  untapped  IRA  assets  still  out 
there.  There  will  be  thousands  of  finan- 
cial institutions  bombarding  you  with 
741,922,865  words  about  the  glories  of 
their  IRA  programs. 

Of  vital  importance  to  both  the  quan- 
tity and  quality  of  your  retirement  com- 
fort is  that  you  keep  your  head,  even 
though  all  about  you  others  may  be 
plunging  into  IRAs  head-first. 

MAKING  YOUR  IRA  DECISIONS 

The  first  decision  confronting  many 
people  will  be:  I  already  have  a  retire- 
ment program,  do  I  really  need  an  IRA? 

Look  at  it  this  way.  Look  at  what  hap- 
pens to  the  purchasing  power  of  your 


dollars  as  time  goes  by.  What  you  bought 
for  $1.00  a  decade  ago  now  costs  $2.23. 
And  ten  years  from  now?  Do  you  really 
think  the  real  cost  of  living  won't  con- 
tinue to  increase? 

To  finance  those  ever-lengthening 
years  in  retirement,  you're  going  to  need 
all  the  financial  help  you  can  get. 

Irrespective  of  any  other  retirement 
plans  you  may  have  on  track  —  salary 
reduction,  company  pensions,  Keoghs, 
etc.  — IRA  still  offers  advantages  not 
available  elsewhere. 

The  matchless  beauty  of  an  IRA  is 
that  after  you've  mickey-moused  your 
federal  tax  return,  probably  there  still 
will  be  a  bottom  line  indicating  how 
much  you're  supposed  to  send  along  to 
Uncle.  It's  then  that  you  can  use  Line  25 
on  Form  1040  and  knock  off  up  to 
$2,000.  money  that  otherwise  would 
disappear  into  the  Jaws  along  the 
Potomac. 

Okay,  so  you've  decided  you  owe  it 
to  yourself,  up  to  $2,000  annually,  to 
take  advantage  of  the  bottom-line 
beauty  of  an  IRA  

And  you  have  a  general  idea  of  who 
you  are.  where  you  are  and  what  you 
intend  to  do  with  your  life  

You  still  have  to  decide  what  sort  of 
an  IRA  is  best  for  you. 

The  most  important  element  in  your 
IRA  decision-making  process  should  be 
flexibility.  True  love  may  be  forever,  but 
don't  fall  in  love  with  any  one  kind  of 
IRA  plan. 

A  second  cardinal  guideline  is  disci- 
pline. You  can't  get  started  too  early  with 
an  IRA  The  money  Junior  earns  on  a 
paper  route  and  the  few  bucks  Sister 
takes  in  baby-sitting  can  be  used  to  open 
an  IRA. 

Security  is  a  twin  precept  to  discipline 
in  the  early  stages  of  IRA  use.  Nothing  is 
more  disenchanting  than  saving  some- 
thing from  your  labors  and  then  seeing  it 
dwindle  or  disappear  through  unwise 
IRA-plan  selection. 

Growth  is  another  important  element 
in  IRA  decision-making.  If  life  expect- 


ancy increases  at  anywhere  near  thei 
suggested  on  page  6,  you're  going  to 
need  more  than  an  ultra-conservativ! 
IRA  program  if  you  live  to  be  100  K 
in  mind.  .  . The  $2,000  ceiling.  .  . No 
contributions  after  70V2. .  Incessant 
inflation . 

Sure,  Congress  probably  will  rais« 
$2,000  ceiling,  some  day.  Sure,  the 
701/2age  limit  may  be  raised  to  80,  s 
day.  Sure,  inflation  may  be  returned 
its  cage,  some  day. 

Some  day  is  one  thing.  You  can't 
anything  about  some  day  right  now. 
you  can  do  something  about  today, 
right  now. 

So  make  your  IRA  decisions.  Anc 
then  act  on  them. 

Here  are  a  few  scenarios  you  mav 
want  to  consider: 

You're  young  and  unfettered.  Di 
pline  is  your  prime  need .  Go  for  a  p; 
roll  deduction-type  IRA.  The  most  d| 
cult  check  of  all  to  write  every  month 
the  one  to  yourself.  Get  someone  el: 
do  it  for  you  and  it  will  get  done . 

You're  young  and  married  (or  so 
equivalent).  Security,  security,  secui 
should  be  your  top  three  priorities.  9 
fice  maximum  growth  during  this  phi 
(say  age  25-45)  for  assured  growth.; 
Establish  a  solid  base,  for  your  retiren 
program.  Get  IRA  into  your  family  fi 
cial  planning. 

You're  a  maturing  adult.  (45-7( 
Your  greatest  income-producing  yea 
You  already  have  a  big  chunk  of  retii 
ment  income  on  a  solid  base.  You  ca 
move  into  a  higher  risk/higher  rewai 
mode.  Put  a  little  something  into  the 
special  situations,  the  oil  and  gas  she  \ 
te'rs,  the  real  estate  partnerships.  Yoi 
may  make  it  big.  Or  you  may  lose  it  I 
But  with  your  other  programs  movir 
along  the  track,  you're  in  a  sound  pc  11 
tion  to  take  a  shot  at  a  few  high  flyer: 

While  medical  science  works  to  a< 
years  to  your  life,  managing  your  IR. 
can  add  life  to  your  years. 

□  □□  L 


Choosing 
[he  wrong  ira  could 
3e  a  $50,000  mistake 

nancial  worries  can  disrupt  your  game  plan  for  retirement.  You've  decided  an 
k  is  right  for  you.  Now  you  have  to  pick  the  right  one.  There's  a  myriad  of 
fferent  IRAs.  And  some  are  much  more  flexible  than  others. 

A  lot  of  IRAs  lock  your  money  into  a  single  investment.  When  this  happens 


u  can  t  react 


to  market  changes. 


(  WORRY J 

However,  an  IRA  from  IDS  lets  you  take  advantage  of  shifts  in  the 

ancial  markets.  You  can  capitalize  on  the  best  investment  options.  You  can  also 
'x  and  match  your  IRA  to  fit  your  investment  personality  IDS  has  14  different 
•tions—  fr<  >m  stock  funds  and  annuities  to  ^fflfe*  bond  funds  and  certificates, 
dyou  can  switch  from  one  investment  to  \^°^y  another  as  your  needs  change. 

That's  significant,  because  over  the  life  of  an  IRA,  improving  your  performance 
sn  one  or  two  percentage  points  can  make  a  difference  of  $50,000  or  more. 

Of  course,  your  IDS  representative  is  the  key  He  or  she  is  a  career  professional 
10  understands  ^Sfifet  the  imp<  )rtance  of  financial  planning  and  will  help  you 
Lour  IRA  into  a  {^^J  total  financial  plan. 

Find  out  more  about  the  IRA  that 
res  you  freedom  of  choice.  Write  or 


Before  you  pick  a  retirement  savings  plan, 

pick  our  brains. 


In  a  market  as  confusing  as  this 
one,  smart  buyers  use  somebody 
else's  brains. 

After  all,  some  companies  are 
offering  401  K's  while  others  offer 
Group  IRA's  or  after  tax  voluntary 
investment  plans.  And  still  others 
offer  QVEC's. 

So  it's  nearly  impossible  to  fig- 
ure out  what's  best  for  you  without 
any  help.  And  a  company  that  only 
offers  you  one  or  two  plans  has 


vested  interests  that  aren't  neces- 
sarily yours. 

That's  why  you  need  to  talk  to 
Connecticut  General.  We  give  you 
the  option  to  look  at  all  the  options. 
Then  we  sit  down  and  work  with 
you  to  figure  out  which  plan  meets 
your  specific  needs. 

And  we  can  only  do  that  once 
we  know  your  objectives,  the  char- 
acteristics of  your  people  and  your 
current  benefit  plans. 


So  if  you'd  like  to  pick  our  brains 
about  employee  retirement  savings 
plans,  call  your  local  Connecticut 
General  pension  specialist. 

We'll  make  sure  you  get  a  retire- 
ment plan  that  never  stops  working. 

pONNEcncur 

VQENERAL 

Connecticut  General  Life  Insurance  Company 

a  company  of 
CIGNA  Corporation 

d.  Connecticut  06  (52 


Guilty-feeling  mothers.  A  fad  for  breastfeeding.  Reluctance  to 
deal  with  smelly  diapers.  Such  trends  keep  the  baby  market 
jumping  despite  the  nonbaby  boom. 

Those  unpredictable 

babies 


By  John  A.  Byrne 
and  Paul  B.  Brown 


When  Susan  Ungaro  and 
newborn  son  Ryan  left  Pas- 
cack  Valley  Hospital  in 
Westwood,  N.J.  recently,  they  took 
with  them  a  dozen  bouquets,  the  best 
wishes  of  the  hospital's  maternity 
i  staff  and  a  stork-covered  tote  bag  that 
[weighed  nearly  as  much  as  8-pound, 
Ll5-ounce  Ryan.  Inside  were  disposable 
[diapers,  moist  towelettes,  detergent, 
(baby  oil,  soap,  shampoo,  formula  and 
Icents-off  coupons  for  every 
baby  product  imaginable. 

It  all  came  with  the  com- 
pliments of  Procter  &  Gam- 
ble, Johnson  &  Johnson,  Ster- 
ling Drug  and  Gerber  Prod- 
acts,  who  hope  Ryan's 
nother  will  be  a  customer 
intil  she  sends  him  off  to 
dndergarten.  Such  compa- 
res woo  Mrs.  Ungaro  eager- 
y.  There  are  fewer  like  her 
:han  had  been  expected. 

True,  the  number  of  births 
ose  to  more  than  3.6  million 
ast  year,  up  nicely  from  3.1 
nillion  in  1973.  That  will 
nean  gains  in  the  $7.5  bil- 
ion  spent  last  year  on  child 
:are  and  baby-sitting;  the 
12.5  billion  on  infant  cloth- 
ng;  the  $2  billion  on  dispos- 
ble  diapers;  the  $1.1  billion 
m  preschool  toys;  and  the 
nore  than  $1  billion  in  cribs, 
>laypens  and  car  seats.  Add  it 
ill  up,  and  toss  in  such  things 
s  diaper-rash  ointments  and 
iiaby  food,  and  you  have  a 
117  billion  business. 
I  Alas  for  the  industry,  that 
981  upsurge  in  births  may 
"e  only  a  blip.  Birthrates  are 
ar  below  the  1957  peak  of 


4.3  million,  when  the  U.S.  population 
was  smaller  by  some  60  million  peo- 
ple. It's  not  because  there  are  fewer 
women  of  childbearing  age  around.  In 
fact,  there  are  many  more — 52  mil- 
lion, compared  with  35  million  at  the 
height  of  the  last  baby  boom.  But 
more  married  women  are  remaining 
childless  (close  to  20%  now,  up  from 
14%  in  1960),  and  more  women  are 
single  or  divorced  without  children. 

So  don't  be  misled  by  the  recent 
minor  upsurge  in  births.  Since  there 
were  a  record  number  of  girls  bom  in 
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the  post-World  War  II  baby  boom,  a 
brief  upsurge  now  was  predictable. 
But  with  the  average  woman  having 
1.8  children,  as  opposed  to  3.7  in  the 
Forties  and  Fifties,  there  just  won't  be 
another  boom. 

Indeed,  some  demographers  now 
believe  that  birthrates  have  hit  their 
peak,  despite  Census  Bureau  forecasts 
that  the  high  point  still  is  five  years 
away.  Nor  is  the  recession  helping  the 
baby  market.  The  Christmas  buying 
season  has  barely  begun,  and  already 
the  top  toy  manufacturers  in  infant 
and  preschool  toys  are  offer- 
ing rebates  of  up  to  15%. 
Sales  of  baby  food  have  been 
flat  for  several  years  because 
of  a  sharp  decline  in  baby 
food  consumption,  forcing 
Gerber  to  look  elsewhere  for 
growth.  Mothercare,  the  Brit- 
ish-owned retailer  that  came 
to  the  U.S.  in  1976  with  high 
hopes  of  selling  mountains  of 
goods  to  new  mothers,  has 
yet  to  make  money.  In  the 
largest  single  baby  market  to 
emerge  in  the  past  decade- 
disposable  diapers — only 
Procter  &  Gamble  has  suc- 
ceeded. Other  hopefuls  like 
Johnson  &  Johnson,  Union 
Carbide  (remember  Dry- 
dees?)  and  Scott  Paper  lost 
more  than  $40  million  before 
surrendering. 

The  market  is  also  chang- 
ing dramatically  in  ways  that 
demographers  can't  always 
predict.  Mothers  increasing- 
ly breast-feed  their  newborn. 
That's  a  fad,  not  a  demo- 
graphic trend,  and  who  can 
predict  fads?  Parents  are  also 
buying  more  so-called  devel- 
opmental toys  for  junior. 
Fads  again. 
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From  Manhattan  to  Monterey, 
wherever  you  do  business 

you  canfkveTheFirstTkam 
working  for  you. 


You  don't  have  to  be  located  in  Chicago  to  have 
access  to  The  First  Team.  Because  we  have  ten 
regional  offices  from  coast  to  coast  to  serve  you 
wherever  you're  located.  Each  office  is  staffed  with 
experienced  bankers  who  access  the  extensive 
resources  of  First  Chicago,  along  with  an  intimate 
knowledge  of  your  region  and  your  business.  And 
they  do  it  quickly  efficiently  and  accurately. 

First  Chicago  was  one  of  the  first  major  banks  to 
establish  a  regional  office  network.  And  today  our 
commitment  is  stronger  than  ever,  assisting  with 
services  like  trade  finance,  corporate  finance  and 
credit  service  products  to  customers  all  over  the 
country 

Bill  Moellen  Senior  Vice  President,  Head  of  the 
National  Division,  talks  about  service:  "The  commit- 
ment to  excellence  and  continuity  of  relationship 
management  is  one  of  The  First's  primary  strategies 
for  future  growth.  This  means  the  most  attentive, 
timely  service  available  to  local  customers  who  need 
the  resources  of  a  major  money-center  bank!' 

"Each  regional  office  is  staffed  with 
seasoned  managers,"  explains  Pete  Peterson. 
Vice  President,  Cleveland  Regional  Office 
Head.  "They  have  in-depth  experience  and  an  under- 
standing of  First  Chicago.  And  they're  able  to  take 
this  knowledge  and  apply  it  to  a  particular  locale." 

"Whatever  your  requirements,  we're  prepared!' 
declares  Jean  Hamilton.  Vice  President  New  York 
Regional  Office.  "On  any  level.  Whether  it's  playing  a 
primary  role  in  a  specialized  cash  management 
program,  serving  correspondent  banks  or  arranging 
a.  credit  package.  The  First  Team  has  the  people  and 
the  resources  to  ensure  a  successful  relationship!' 

"My  customers  are  confident  that  I  know  the 


region,  know  them,  and  know  the  special  needs  of 
their  businesses!'  reports  Chris  Felchlin.  Vice  President 
San  Francisco  Regional  Office.  "My job  is  to  be 
accessible.  And  to  put  the  power  of  Frst  Chicago 
behind  them.  Everytime!' 

To  get  The  Rrst  Team  working  for  you.  wher-  / 
ever  you  are,  call  Bill  Moeller  at  (312)  732-5913.  J. 

Frst  Chicago  Worldwide 

Atlanta — Baltimore — Boston — Chicago — Cleveland — Dal  las — 
Houston— Los  Angeles— Miami— New  York— San  Francisco- 
Washington.  D.C.— Abu  Dhabi— Athens— Beijing— Beirut- 
Brussels— Buenos  Aires— Cairo— Calgary— Caracas— Cardiff- 
Dubai  — Dublin — Dusseldorf — Edinburgh — Frankfurt — Geneva  - 
Guernsey— Hong  Kong —Jakarta — Kano — Kingston— Lagos- 
London  —  Madrid — Manila — Mexico  City — Milan — Munich — 
Nairobi— Panama  City— Paris— Port-au-Prince— Port  Harcourt- 
Rome— Rotterdam — Sao  Paulo — Seoul — Sharjah — Singapore  - 
Stockholm— Sydney— Tokyo— Toronto— Warsaw— Zurich 


FIRST  CHICAGO  , 

The  First  National  Bank  of  Chicago7 


©1982  The  First  National  Bank  of  Chicago.  Member  RD.I.C. 


With  the  average  woman 
havituj  1.8  children,  as  op- 
posed to  3.7  in  the  Forties 
and  Fifties,  there  just  won't 
be  another  boom,  indeed, 
some  demographers  now  be- 
lieve that  birthrates  have 
already  hit  their  peak. 


Baby-product  companies  must  be 
alert  to  such  subtle  changes,  or  go  the 
way  of  the  diaper  service,  a  victim  of 
paper  diapers.  In  1958  the  Philadel- 
phia phone  book  listed  1 1  diaper  ser- 
vices. Today  there  are  2.  Disposable 
diapers  (mainly  P&G's  Pampers,  its 
premium-priced,  elastic-leg  Luvs  and 
Kimberly-Clark's  Huggies)  cover  80% 
of  the  bottoms  of  the  nation's  more 
than  7  million  children  under  the  age 
of  two.  With  an  average  of  eight  to  ten 
changes  per  day,  the  American  baby 
runs  through  6,600  diapers  before  be- 
coming toilet  trained.  At  15  cents 
each  for  Pampers  or  up  to  29  cents  for 
Huggies,  which  fit  more  snugly,  the 
tab  for  disposable  diapers  can  run  a 
parent  between  $990  and  $1,900  a 
year.  Mothers  could  easily  save  $700 
by  using  and  washing  cloth  diapers, 
but  few  today  want  to  bother.  Result: 
a  $2  billion  business  that  scarcely  ex- 
isted a  decade  ago. 

If  the  trend  in  diapers  has  been 
toward  synthetic  disposables,  it  has 
been  just  the  opposite  in  baby  food, 
where  the  back-to-natural  movement 
has  been  strong.  Some  60%  of  all  in- 
fants are  now  breast-fed,  compared 
with  just  24.7%  ten  years  ago.  You 
would  immediately  think  that  Mead- 
Johnson  and  Ross  Laboratories,  the 
leaders  in  the  $1  billion  baby-formula 
market,  are  having  a  tough  time.  The 
fact  is,  however,  that  despite  the  back- 
to-natural  trend,  the  baby-formula  in- 
dustry has  posted  gains  of  5%  to  6% 
annually  in  the  past  five  years.  Why? 
Mothers,  concerned  enough  about  nu- 
trition to  breast-feed,  seek  the  next 
best  thing  when  they  stop  or  need  to 
supplement  feedings.  So  formula  has 
gained  at  the  expense  of  cow's  milk 
and  evaporated  milk.  Sales  have  also 
been  helped  by  pediatricians  who  now 
recommend  postponing  the  introduc- 
tion of  solid  foods  until  at  least  four  to 
six  months  after  birth. 

All  this,  of  course,  has  been  unset- 
tling for  Gerber  ("Babies  are  our  busi- 
ness"). Average  consumption  of  baby 
food  has  dropped  to  600  jars  a  year, 
from  a  peak  of  690  jars  in  the  1950s 
and  1960s.  Gerber  has  been  slower  to 
react  to  the  back-to-natural  trend 
than  Beech-Nut,  owned  by  Nestle 
S.A.,  one  of  its  two  competitors  in  the 
market  along  with  H.J.  Heinz. 

Beech-Nut,  shrewdly  renamed 
Beech-Nut  Nutrition  Corp.,  was  the 
first  company  to  remove  virtually  all 
added  sugar  and  salt  from  its  products, 
in  1976.  Beech-Nut  also  printed  a  toll- 
free  hotline  number  on  its  jar  labels 
that  parents  call  300  times  daily  for 
free  infant  care  and  nutrition  informa- 
tion. The  result?  The  company's  mar- 
ket share  recently  climbed  at  the  ex- 


pense of  Gerber  and  Heinz. 

So  in  the  last  two  years  Gerber  di 
versified,  buying  a  maker  of  nursery 
lamps  and  other  novelty  items;  a  pro 
ducer  of  cribs,  dressers  and  yout 
beds;  and  Biltrite  Juvenile  Product: 
Co.,  which  makes  strollers,  higl 
chairs  and  carriages.  Safety  and  con 
venience  have  become  crucial  sellinj 
points  for  such  products.  High  chairs 
juvenile  furniture,  playpens  an« 
strollers  have  grown  by  more  thai 
40%  in  the  past  two  years,  to  mon 
than  $1  billion. 

Take  car  seats,  which  in  just  thre 
years  have  grown  from  a  $90  millioi 
market  to  $150  million.  Some  1 
states  now  have  child  restraint  law 
on  the  books.  And  the  laws  work 
Tennessee,  the  first  state  to  pass  sue 
a  law  in  1978,  auto  accident  deaths  c 
toddlers  and  infants  have  dropped  b 
half.  Other  states  are  currently  work 
ing  on  similar  legislation.  Gerber  hai 
snapped  up  $30  million  (sales)  Cen 
tury  Products,  the  leading  maker  c 
car  seats. 

The  latest  trend  in  infant  and  pre 
school  toys  is  so-called  developments 
toys.  In  just  two  years  development, 
toys  have  climbed  nearly  50%  in  sale 
to  about  $150  million.  "The  workin 
mother  feels  guilty  about  not  bein 
home,"  reasons  Ruth  B.  Roufberg, 
toy-industry  consultant.  "She  ism 
there  to  teach  her  child  every  day,  s 
she  buys  these  educational  toys." 

In  contrast,  the  rest  of  the  toy  ma 
ket  is  as  soft  as  a  newborn's  botton 
Rebates  by  market  leader  Fishe 
Price,  the  $394  million  (sales)  subsic 
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,  .How  to 

lure  smart. 


Recruiting  is  a  skill  all  business  peo- 
need  but  seldom  learn. 
How  to  interview. 
How  to  pick  winners. 
How  to  find  the  right  chemistry. 
From  the  smallest  to  the  biggest  com- 
fy; everybody  makes  mistakes  in  these 
leas. 

Most  can  be  avoided. 
With  the  techniques  Robert  Half 
'eals  in  his  new  16-page  booklet,  How  To 
re  Smart. 

It's  distilled  from  34  years  of  special- 
d  experience  in  financial,  accounting 
i  edp  recruiting. 

And  it's  yours  free  as  soon  as  you  call 
/  of  the  80  Robert  Half  independently 
|;ned  and  operated  offices  (look  in  the 
;iite  pages  for  our  number,  or 
nply  fill  in  the  coupon  below). 

I  How  to  pick  winners. 

1.  To  get  a  winner,  hire  fast, 
le  good  ones  get  other  offers. 
:.ke  positively  sure  your  winner 
lows  you're  actively  interested, 
m  if  it's  your  first  interview.  You 
;dom  get  more  than  one  pass  at  the 
jst  people. 

2.  Avoid  the  compromise  candidate 
ite  more  interviews,  the  greater  the 
unces  you'll  hire  someone  mediocre.  Try 
tut  down  the  hiring  decision  to  one  or 
6  people  in  your  company. 

3.  To  prevent  the  tendency  to  hire  the 

t  person  you  interviewed,  follow  a  rating 
item  and  rate  each  candidate  during  or 
tier  your  interview. 


This  will  stop  you  from  making 
another  common  mistake:  hiring  the 
personable  candidate  instead  of  the 
competent  one. 

The  specialists  in  financial, 
accounting  and  edp  recruiting 
for  34  years. 

Robert  Half  pioneered  the  concept  of 
specialized  recruiting.  Because  a  specialist 
does  a  better  job. 

His  annual  salary  survey  booklet  has 
become  the  standard  guide  of  government 
and  business-since  1950. 

In  fact,  when  a  Senate  Committee 
needed  expert  testimony  on  recruiting 
practices  in  the  accounting  profession, 
they  calledjiim. 

With  80  offices  in  3  countries, 
the  Robert  Half  organiza- 
tion is  the  largest.  So  it 
gives  you  the  best  choice 
of  first-rate  candidates. 
Which  is  why  your 
first  smart  hiring 
decision  may  well  be 
to  call  Robert  Half. 


WWW 


Please  send  me  your  booklet  How  To  Hire  Smart. 
(Mail  this  coupon  to  Robert  Half  International  Inc., 
P.O.  Box  4157,  New  York,  NY  10163) 


Name- 


Company. 

Address  

City  

Zip  


_Title_ 


.Telephone  (_ 


.State. 

_)_ 


80 


accounting,  financial  and  edp  personnel  specialists 
i —  Z  i 

©19«2  Ruben  Half  international  Inc 
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Before  your  product  design  is  cast 
in  cement  call  Bodine.  We've  got  some 
concrete  ideas  to  help  you  assemble  it 


We'll  start  by  evaluating  your 
product.  We'll  tell  you  if  you 
need  to  modify  it  for  automated 
assembly.  Then  we'll  tell  you 
how.  In  most  cases  the  changes 
will  be  really  minor,  but  the 
benefits  can  be  major  indeed. 

Bodine  machines  can  reduce 
personnel,  inventory  and  field 
service  costs  while  increasing 
production  speed,  and  insuring 
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consistency  and  quality. 

To  find  out  more,  write  for 
our  free  brochure,  "Bodme's 
Assembly  Primer",  or  call  our 
vice  president  Frank  Riley  for 
an  appointment.  The  Bodine 
Corporation,  317  Mountain 
Grove  Street,  Bridgeport,  Con- 
necticut 06605. 
(203)  334-3107. 
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iary  of  Quaker  Oats,  and  by  CBS- 
owned  Gabriel  Industries  have  low 
ered  retail  prices  on  some  preschool 
toys  virtually  to  wholesale  levels. 

There  are  the  same  contradictory 
trends  in  baby  clothes.  Business  in 
general  is  soft,  but  the  fashionable  end 
is  booming.  Chesebrough-Pond'sl 
Health-tex  division  expects  a  mora 
than  12%  rise  in  sales,  to  over  $280 
million.  Health-tex  stresses  fashio 
for  kids  at  moderate  prices. 

The  designer  baby  market  is  hot.) 
These  days  you  can  walk  into  a  kids] 
store  and  find  pint-size  versions  ol 
Christian  Dior  pajamas,  Izod  shirts 
and  Norma  Kamali  jumpsuits  with 
shoulder  pads.  Even  Pierre  Cardin  dia-j 


There  remains  at  least  one 
important  growth  market  in 
the  baby  business:  child 
care.  By  1990  there  will  be 
40%  more  young  children 
whose  mothers  work.  Thai 
means  10.5  million  children 
who  have  to  stay  some 
where  during  the  day. 


per  covers.  Who  would  buy  sucrj 
things?  Grandparents,  of  course 
"Mothers  tend  to  be  more  practical 
but  grandparents  buy  them  because 
they're  cutesy,"  says  the  owner  of  ar 
Orlando,  Fla.  shop  called  Baby  Heav 
en  to  Seven.  To  capitalize  on  the 
trend,  the  William  Carter  Co.,  seconc 
largest  in  the  kids'  clothing  market,  i: 
launching  an  extensive  line  of  Chris 
tian  Dior  clothes  for  infants  and  tod| 
dlers  next  year. 

But  there  remains  at  least  one  im| 
portant  growth  market  in  the  bafr 
business:  child  care.  By  1990  there  wil 
be  40%  more  young  children  whosi 
mothers  work.  That  means  10.5  mi 
lion  children  who  have  to  stay  some) 
where  during  the  day,  up  from  7.1 
million  in  1980.  Child  care  centerl 
already  are  a  $2.5  billion  business 
Even  so,  the  five  largest  companies  il 
this  business  operate  only  6%  of  th 
centers  (most  are  run  by  churches  an< 
community  groups),  garnering  a  men 
9%  of  the  revenue  dollars.  So  the  indis 
putable  market  leader,  Kinder-Carl 
Learning  Centers  Inc.  (Forbes,  Up  6 
Comers,  June  25,  1979),  with  sales  c 
$116  million,  can  safely  predict  a] 
earnings  increase  of  up  to  35%  thil 
year.  Not  bad  in  a  recession. 

All  this  is  what  makes  the  bab 
market  so  challenging.  It's  in  a  secula 
decline  but  the  dynamics  are  sue, 
that  the  business  presents  counties 
opportunities.  It's  the  stuff  good  man 
agement  is  made  of.  ■ 
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Leaders  rely  on  it. 


When  continental  Europe's  busiest  and  most 
fluential  people  (all  of  them  listed  in  The 
\ternational  Who's  Who)  were  queried  about 
eir  reading  preferences,  35%  of  them  named 
e  International  Herald  Tribune.  That's  more 
an  read  any  other  English-language  magazine 
I  newspaper.  Really  a  remarkably  high  figure 
lien  you  consider  that  in  none  of  the  countries 
i  English  the  mother  tongue. 

>  Each  day,  the  Trib  reaches  more  than  a  third 
1  a  million  readers  in  164  countries  around  the 
iDrld.  Edited  in  Paris,  printed  in  Paris,  London, 
Ijrich,  Hong  Kong  and  Singapore,  it  is  the 
prld's  only  global  newspaper,  required  reading 
fr  decision-makers  in  business,  finance, 
idustry,  government  and  the  professions. 

(Not  all  these  readers  are  listed  in  Who's  Who. 
lit  wherever  they  live  and  whatever  they  do  for 
tliving,  they're  trend-setters  in  their  businesses 
lid  in  their  communities. 

Consider  these  facts  about  the  Trib's  readers 
)m  the  IHTs  just-released  1982  survey  of  its 
idience: 

Average  reader  personal  income:  $70,385 
11%  have  earned  one  or  more  university 
igrees 

>8%  are  in  Senior  Management 

3%  are  Chief  Executives,  Owners  or  Proprietors 

i>4%  are  involved  in  corporate  purchasing 

xisions. 


fuMfehrd  »l(b  The  V*  >oA  TkanandTtv  *mtungum  PuM 


Allies  Remain  Split  on  Soviet  Trade 

nmprnTaUa  j.'      p  Broad  Agreement  Seen 

S^f",  \  In  Other  Summit  Issue* 


A  British  Invasion 
Of  Stanley  Appears 
Delayed  by  Weather 


headers  of  7  Key  Industrial  Nations 
^  Arrive  at  Versailles  for  Conference 


Israeli  Envoy  Is  Critically  Hurt  in  London  Shooting;  Jets  Retaliate  in  Lebanon 

Bndyfnmnt  (apatrn  Anaikml  i/trr  Aunek  Ouiwdr  Hotel  \      _jt0tkW\^  fWnrlnion  P«crioru  in  Rfina  Hit,  (  wriUoj  SMi  Lallb* 


The  Trib's  readers  are  leaders.  Top 
customers  and  prospects  for  a  wide  array  of 
quality  goods  and  services.  That's  why  leading 
advertisers  rely  on  the  International  Herald 
Tribune. 

Shouldn't  you? 


Herali* 
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Published  With  The  New  York  Times  and  The  Washington  Post 

444  MADISON  AVENUE,  NEW  YORK,  NEW  YORK,  10022,  (212)  752-3890 

The  daily  source  for  international  investors. 


The  Money  Men 


Here's  a  man  who  takes  corners  fast  in  his 
powerful  sports  car  but  considers  the  cur- 
rent stock  market  much  too  daring. 

"The  downside 
risk  is  great" 


By  Pamela  Sherrid 

IN  THE  SECOND  LEG  of  the  1982 
bull  market  rally  last  month,  it 
looked  as  if  investors  were  finally 
starting  to  believe  in  economic  recov- 
ery. Raw  material  and  capital  goods 
stocks,  which  had  lagged  the  market's 


euphoric  outburst  in  August,  snapped 
up  sharply — with  some  issues  like 
Georgia-Pacific  and  National  Semi- 
conductor up  about  20%  in  a  week. 

Is  it  really  time  to  settle  down  for 
the  accustomed  pleasant  ride  up  in  a 
broadening  rally?  William  Priest,  who 
manages  $400  million  at  Manhattan's 


BEA  Associates,  doesn't  think  so. 
"Normally  at  this  point  I  would  be 
changing  the  portfolio  over  to  a  cycli- 
cal orientation,"  he  says.  "But  I  was 
not,  am  not,  and  do  not  intend  to  be 
there  until  I  get  more  information." 

Priest,  41,  who  has  an  impressive 
ten-year  record  at  BEA,  is  even  lighter 
in  cyclicals  than  the  firm's  three  other 
equity  managers,  who  tend  the  rest  of1 
its  $1.6  billion  stock  portfolio. 

Priest's  differing  view  turns  in  large 
part  on  the  significance  he  attaches  tol 
one  word:  disinflation.  "None  of  us 
has  really  lived  through  it  and  people: 
haven't  fully  digested  what  disinfla- 
tion means — myself  included.  There 
are  things  that  are  going  to  happen  that 
we  are  not  even  talking  about  now." 

People  are  already  bubbling  about 
next  year's  corporate  profits.  Priesfl 
thinks  this  is  dead  wrong.  "Most  peo- 
ple tend  to  think  that  next  year  is 
going  to  be  terrific,"  he  says  (see Statis- 
tical Spotlight,  p.  120).  Goldman,  Sachs, 
for  instance,  recently  doubled  its  fore- 
cast for  1983  corporate  earnings  from 
a  15%  to  a  30%  increase. 

Priest  sums  up  the  bulls'  argument 
"With  interest  rates  down,  yoi 
should  have  an  inventory  buildup  ir 
front  of  you.  Also  there'll  be  a  signifii 
cant  decline  in  interest  costs  as  th< 
prime  rate  goes  down."  Then  there  ia 
the  "lean  and  mean"  factor:  "Ameri 
can  industry  has  become  more  effi 
cient  over  the  last  few  years  an< 
break-even  points  have  gotten  lower.' 

Priest  can  repeat  this  argument,  bu 
he  doesn't  buy  it.  Maybe  in  the  past 
"But  in  a  period  of  disinflation,  I  don' 
think  an  earnings  rebound  will  conn 
that  quickly — things  will  just  go  blal  a< 
for  a  while.  And  in  the  cyclical  end  x 
the  earnings  picture  is  just  horrible  ic 
Earnings  estimates  for  1982  are  stil  » 
being  lowered  after  nine  months  a  m 
data.  The  downside  risk  has  beei 
greater  than  anyone  believed." 

The  key  question  for  Priest  is  whai 
kind  of  price  increases  cyclical  indus  tti 
tries  will  be  able  to  pass  on  to  custom  fa 
ers.  "You  aren't  going  to  get  earning  eal 
back  up  without  price  increases — yet  v 
know  of  no  corporate  clients  who  ex  % 
pect  to  be  able  to  raise  prices  much.;  $ 
And  he  takes  little  comfort  from  fall  V , 
ing  rates  because  disinflation  so  com  % 
pletely  turns  the  tables  on  heavil)  ion 
leveraged  American  industry.  "Up  ur  ; 
til  recently,  it  paid  to  be  a  debtc  odd 
because  you  were  repaying  with  infh  jj 
tionary  dollars.  But  today  the  creditc  \t:i 
is  extracting  a  pound  of  flesh." 

He  has  a  big  worry  about  structurs  ;* ; 
changes  in  the  housing  industry — f  k 
nancial  deregulation  means  highe 
mortgage  rates.  "Housing  usually  le  :jer, 
us  out  of  a  recession,  but  this  time  I  • 
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BEA  Associates'  William  Priest 

"The  ideal  asset  is  a  long-term  government  bond. 
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ast  don't  believe  it's  going  to  happen, 
"oo  much  of  the  subsidization  is 
one.  Real  estate  has  had  it." 
This,  in  turn,  bodes  ill  for  consumer 
pending  in  general,  he  figures.  "You 
an  say  that  disinflation  makes  the 
onsumer  more  liquid  because  his 
sal  income  is  going  up.  But  to  me,  the 
uy  is  actually  less  liquid,  because  his 
ouse  is  worth  less  today  than  it  was 
wo  years  ago.  Plus  he's  very  uncom- 
Drtable  about  10%  to  12%  unem- 
loyment.  He's  not  going  to  spend  on 
urables  that  are  losing  value — he's 
oing  to  save." 

>  So,  what  does  Priest  see  ahead? 
"hat  the  1980s  will  be  the  same  mov- 
t  you  saw  in  the  1970s — only  played 
ackwards.  "We  ended  the  Seventies 
dth  an  unquenchable  thirst  for  real 
ssets.  But  what  will  pay  off  in  this 
ecade  are  financial  assets.  The  ideal 
sset  in  this  environment  is  a  long- 
:rm  government  bond." 

In  the  market  this  suggests  bond 
arrogates:  consumer  nondurables,  fi- 
ancial,  insurance,  bank  and  utility 
ocks.  Priest  has  15%  of  his  portfolio 
ti  cash  and  another  15%  in  utilities. 
I  e  thinks  that  big  names  such  as  IBM 
\id  AT&T  will  outperform  small  cap- 
talization  stocks  because  of  better 
I  vidend  yields  and  P/E  ratios. 
I  Priest  concedes  he  was  too  early 
nth  his  shift  from  inflation-hedge  to 
fsinflation  thinking.  In  early  July 
1^80,  he  gave  a  speech  at  the  New 
:ork  Society  of  Security  Analysts  say- 
Ig  two  things:  Sell  oils  and  buy 
bnds.  About  two  weeks  later  the 
ian-Iraq  war  broke  out.  Oils  went 
(  rough  the  roof  and  bonds  to  the 
■nsement.  Because  BEA  sold  the  oils 
co  soon,  the  firm  had  only  a  24% 
.i crease  in  1980,  compared  with  33% 
ir  the  S&P's  500 — a  dip  in  an  out- 
ianding  record  in  which  the  firm  had 
f  bstantially  outperformed  the  mar- 
v.t  every  year  since  1974. 
I  "My  timing  could  have  been  a  little 
i  tter,  but  the  principle  was  basically 
idit,"  Priest  says.  The  oil  stocks 
i) aked  in  relative  value  in  November 
;  80.  For  the  first  nine  months  of 
182,  BEA  is  up  over  10%,  while 
mP's  only  managed  a  gain  of  2.7%. 
1  'ou  would  have  been  buried  if  you 
rare  in  cyclicals  for  the  first  six 
I'Dnths  of  this  year,"  Priest  notes. 
!;Does  Priest  sound  like  a  fuddy- 
;  f ddy ?  A  supercautious  type?  He's 
'rdly  that.  On  weekends  he  drives  a 
i  i;tallic-brown  Ferrari  so  fast  that  he 
its  into  trouble  with  the  state  troop- 
«.  It's  just  that  he  thinks  there  are 
i  'els  of  risk  that  are  acceptable  and 
!  i'els  that  are  not.  Right  now  he  con- 
5  ilers  a  good  part  of  the  stock  market 

be  unacceptably  risky.  ■ 
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put  the  brainpower 
behind  its  firepower. 


That's  Singer  technology. 


A  specialist  in  naval  combat  systems  for  over  forty 
years,  Singer's  Librascope  Division  has  supplied  more 
underwater  fire  control  equipment  for  the  U.S.  Navy 
than  any  other  producer.  Librascope  is  currently 
producing  weapons  control  equipment  for  the  entire 
U.S.  submarine  fleet,  including  Trident.  Weapons 
controlled  include  torpedoes  such  as  the  MK  48,  and 
missiles  such  as  Harpoon  and  Tomahawk.  Librascope 
innovation  is  also  evident  in  acoustic  counter- 
measures  systems,  and  mobile  tactical  computer 
systems  for  the  field  Army.  Sophisticated  systems 


like  these  typify  Singer's  broad  involvement  in  t 
nation's  defense. 

Through  expanding  research  and  developmem 
electronic-based  simulation,  guidance,  commur 
tions,  and  specialized  computer  systems,  Singer 
writing  a  new  chapter  in  its  corporate  history. 
Together  with  our  unique  consumer  durables 
capabilities  throughout  the  world,  this  technok 
cal  base  positions  us  in  important  growth  mark* 
today  and  tomorrow.  The  Singer  Company, 
8  Stamford  Forum,  CT  06904. 


Technology 


They  dorit  come  cheap,  but  today's  high- 
performance  specialty  plastics  are  capable 
of  some  amazing  things. 


Here  come  the 
superplastics 


By  Jill  And  res  ky 


Back  in  the  mid-Seventies, 
plastics  seemed  the  answer  to 
Detroit's  search  for  ways  to 
pare  down  automobile  weight.  Plastic 
body  panels,  bumpers,  fenders  and  the 
like  were  expected  ultimately  to  cut 
as  much  as  400  pounds  off  the  average 
car  and  account  for  up  to  20%  of  the 
body  and  chassis. 

Those  heady  forecasts  proved  to  be 
overly  optimistic.  Some  automakers — 
Ford,  for  one — have  even  cut  back  on 
structural  plastic  since  then  because, 
at  about  $1  or  so  a  pound,  it  now  costs 
several  times  as  much  as  lightweight, 
high-strength  steel.  But  if  the  all-plas- 
tic body  remains  infeasible  (except  for 
specialized  cases  like  the  Corvette),  an 
even  more  intriguing  automotive 
use  is  developing:  the  plastic  engine. 

hi  fact,  Ford  recently  provided  more 
than  $500,000  to  New  Jersey  inventor 
Matty  Holtzberg,  president  of  Polimo- 
tor  Research,  to  adapt  his  patented 
plastic  engine  for  use  in  Ford's  racing 
cars — and  perhaps  one  day  in  passen- 
ger cars.  With  virtually  everything 
but  the  camshaft  and  crankshaft 
made  from  plastic,  Holtzberg's  engine 
weighs  200  pounds  less  than  its  metal 
counterpart,  and  he  says  that  so  far  it 
has  held  up  under  grueling  bench  tests 
lasting  as  long  as  600  hours  at  maxi- 
mum engine  speed.  Ford  will  be  the 
first  U.S.  automaker  to  road  test  the 
Holtzberg  engine  (several  European 
companies  have  already  done  so). 

Why  a  plastic  engine?  It's  more  fuel- 
efficient,  Holtzberg  says,  because  it's 
so  much  lighter,  and  that  has  a  domino 
effect.  It  also  better  resists  corrosion 
and  engine  wear  and  requires  less  ma- 
chining to  make.  A  metal  piston  must 
be  molded  and  then  finished  on  a 
lathe;  a  plastic  piston  can  be  molded 
fairly  precisely  in  one  step. 


Automobile  engines  are  only  one  of 
the  widening  range  of  uses  of  a  new 
kind  of  superplastic.  Until  the  mid- 
Seventies,  no  type  of  plastic  could 
stand  up  to  the  temperatures  and 
stresses  inflicted  on  machined  met- 
als. But  within  the  last  ten  years  or  so, 
manufacturers  like  Union  Carbide 
and  Amoco  have  been  able  to  rear- 
range the  molecular  chains  of  mainly 
carbon,  oxygen,  hydrogen  and  nitro- 


cheaper  than  for  metals,"  he  says. 

Also,  while  the  raw  material  is  ex-j 
pensive,  making  things  out  of  it  is 
cheaper.  "Most  plastic  molding  man 
chines  are  or  can  be  automated  andl 
may  not  require  an  operator,"  points 
out  Donald  Bigg,  a  project  manager  at) 
Battelle  Columbus  Laboratories.  And, 
since  there's  little  need  for  secondary 
machining,  the  major  labor  involved 
in  fabricating  a  thousand  pistons 
could  be  in  building  the  mold  itself] 
all  subsequent  production  could  one 
day  be  done  by  robots. 

In  addition  to  the  auto  industry,  thq 
plastics  makers  also  are  pushing  for  a 
niche  in  such  industries  as  oil  and  gas 
production,  machine  tooling  and  elec< 
tronics.  A  single  plastic  part  can 
sometimes  replace  several  metal 
parts,  says  Brendan  Dooley,  process 
engineer  at  Lord's  Engineered  Plastics 
Division,  just  because  plastic  is  sc 
much  easier  to  mold  into  complicated 
shapes.  A  metal  component  may  have 


The  competition 


Despite  their  price  disadvantage, 
the  superplastics  have  nibbled 
away  at  traditional  markets  of 
metals,  glass  and  even  lower- 
grade  plastics.  Given  below  is  a 


comparison  of  Union  Carbide's 
Udel  and  a  few  of  its  rivals. 
Grades  of  materials  listed  are 
those  that  might  compete  with 
specialty  engineering  plastics. 


Continuous  temp- 

Tensile 

Weight  per 

Material 

Price  per  pound 

erature  resistance 

strength 

cubic  inch 

Udel 

$3.82 

300°F 

10,200  psi 

.05  lb. 

Machine  steel 

$0.20  to  0.25 

1200°F 

50,000  to  80,000  psi 

.28  lb. 

Brass 

$0.86 

800°  to  900°F 

32,000  psi 

.32  lb. 

Aluminum 

$1.00 

250°F 

62,000  psi 

.10  1b. 

Glass 

under  $1.00 

900°F 

100,000  psi 

.23  lb. 


Polycarbonate 

$1.66 

125°F 

9,000  psi 

.04  lb. 

gen  that  determine  a  plastic's  phys- 
ical properties.  The  result:  super- 
tough,  superstrong  specialty  engineer- 
ing plastics  that  outperform  steel  and 
brass  in  some  uses. 

Plastics  like  that  could  replace  a  lot 
of  metal,  obviously.  So  far,  they  cost 
up  to  a  hundred  times  or  more  than 
25-cents-per-pound  machine  steel. 
Their  lower  weight  and  resistance  to 
corrosion  and  mechanical  fatigue 
could  make  them  worth  it,  contends 
MIT  Professor  Frederick  McGarry,  a 
chemical  industry  consultant.  "Fre- 
quently the  cost  in  place  is  a  lot 


to  be  divided  into  several  simple: 
pieces,  he  says. 

There's  a  good  array  of  specialty 
plastics  on  the  market.  At  the  low 
priced  end,  with  most  grades  at  $2  tc 
$3.50  per  pound,  are  Union  Carbide': 
Udel,  a  sturdy  plastic  that  can  with 
stand  temperatures  up  to  300  degree; 
Fahrenheit  and  has  a  high  resistancf 
to  acids,  bases  and  water;  and  Phillip: 
Petroleum's  Ryton,  useful  to  abou 
400  degrees  and  both  chemical-  an« 
flame-resistant.  Although  those  per 
formance  standards  are  eclipsed  b] 
some  of  the  higher-grade  (and  raon 
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l\bout  30%  of  the  magazine  you're  holding  is  kaolin  clay. 

i-E  is  the  number  one  supplier 
Or  this  50,000-ton-a-month 
roduct  category. 

f  he  use  of  clay  as  a  coating 
jor  paper  dates  back  more  than 
1,000  years  to  the  Chinese. 

Today  modern  printing 
:apers  receive  their  gleaming 
ij'hite  finish  from  a  special  kind 
If  clay  called  kaolin.  This  clay  is 
I  so  used  as  a  filler  material  and 
i  ulp  extender.  The  resulting 
i  .aper  increases  printability  and 
lighter  in  weight,  helping  pub- 
lishers cope  with  ever-increasing 
piling  costs. 

Georgia  Kaolin,  a  Combus- 
Ibn  Engineering  company,  is 
Hie  leading  supplier  of  kaolin  for 
Hse  in  paper  products.  Because 
If  the  exceptional  purity  of  its 
mposits,  Georgia  Kaolin  also 
ipplies  this  clay  for  use  in 


automotive  catalytic  converters, 
polymer  and  paint  systems, 
and  a  host  of  other  demanding 
applications. 

C-E:  World  leader  in 
energy  technology. 

We're  helping  to  find  and  bring 
in  oil  and  gas.  Upgrading  and 
building  refineries  and  petro- 
chemical plants.  Developing 
cleaner,  more  efficient  ways  elec- 
tric utilities  and  other  industries 
can  use  coal.  Providing  equip- 
ment and  services  for  nuclear 
power  generation.  Supplying  a 
wide  range  of  mineral-based 
products  to  paper,  steel  and  alum- 
inum producers.  And  leading 
the  way  in  the  development  of 
alternative  fuels. 

For  more  information  about 
our  diverse  lines  of  business, 


and  a  five-year  summary  of  our 
Financial  Highlights,  write  Com- 
bustion Engineering,  Inc. ,  Dept. 
7004-243,  900  Long  Ridge  Road, 
Stamford,  CT,  USA  06902. 
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expensive)  engineering  plastics,  their 
relative  price  and  performance  have 
captured  them  the  widest  markets,  an 
estimated  several  million  pounds  an- 
nually for  Udel,  perhaps  more  for  Ry- 
ton.  That's  in  competition  with  ma- 
chining steel,  brass  and  aluminum, 
priced  at  $1  per  pound  or  less — as  well 
as  less  expensive  plastics  such  as 
polycarbonate — so  their  adoption  tes- 
tifies to  unusual  properties. 

Udel's  temperature  and  steam  resis- 
tance make  it  useful  for  medical  instru- 
ments, which  must  be  sterilized  before 
use.  Black  &  Decker's  cordless  surgical 
drill  uses  Udel  for  both  internal  compo- 
nents and  housing.  Denmark's  Testa 
Laboratorium  picked  Udel  to  replace 
brass  connectors  and  valves  in  its  resus- 
citators.  One  reason:  It's  transparent, 

so  blockages  in  air  vents   

can  be  easily  detected. 

Ryton's  chemical  resis- 
tance, which  exceeds 
Udel's,  has  given  it  a  foot- 
hold in  the  chemical  pro- 
cessing and  oil  industries, 
where  it  is  often  used  in- 
stead of  metal  in  pump 
housings,  propellers  and 
compressor  valves.  It 
stands  up  well  to  tempera- 
ture and  pressure  in  these 
uses,  and  better  resists 
chemical  corrosion  than 
some  metals.  For  these 
reasons,  Toyota  Motor 
Co.  replaced  several  steel 
components  in  its  exhaust 
gas  recirculation  system 
with  Ryton. 

Both  Phillips  and  Union 
Carbide  are  pushing  into 
the  electrical  and  electron- 
ics markets,  too.  Phillips 
has  teamed  with  semicon- 
ductor makers  such  as 
Texas  Instruments  and 
National  Semiconductor 
to  adapt  Ryton  for  elec- 
tronic "encapsulation" — 
protection  of  computer 
chips  and  other  devices 
against  humidity,  dust  and 
electric  current  loss — a 
rapidly  expanding  market. 

Up  a  notch  in  both  per- 
formance and  price 
(roughly  $4  to  $6  per 
pound)  are  General  Elec- 
tric's  ULTEM,  the  only 
entirely  new  polymer — or 
plastic      compound — in- 


vented in  years,  and  Victrex  PES  from 
Britain's  Imperial  Chemical  Indus- 
tries. Tougher  than  Ryton  and  Udel, 
these  two  maintain  the  same  proper- 
ties at  higher  temperatures.  ULTEM 
and  PES  are  used  mainly  in  the  medi- 
cal and  electrical  fields.  Gould  Inc. 
now  specifies  PES  for  electrical  con- 
tact housings,  says  George  Bachand, 
engineering  manager  of  Gould's  prod- 
uct development.  "It  was  the  only 
plastic  we  tested  that  could  stand  up 
to  the  extreme  temperatures  these 
parts  must  face." 

ULTEM,  claims  GE,  can  withstand 
brief  exposure  to  temperatures  of  up 
to  500  degrees — that  of  soldering 
irons.  On  the  market  less  than  a  year, 
ULTEM  has  been  picked  by  manufac- 
turers such  as  Carlingswitch  for  base 
housings  and  pins  in  switches. 

From  there  on  the  new  plastics  start 
getting  very  expensive  indeed.  Amo- 
co's  Torlon,  one  of  six  plastics  Holtz- 
berg  is  testing,  sells  for  an  average  of 
$16  per  pound,  4  times  as  much  as 


Plastiche 


By  replacing  most  of  its  parts  with  plastic,  inventor 
Matty  Holtzberg  has  produced  an  engine  that  is  not 
only  200  pounds  lighter,  but  also  more  fuel-effi- 
cient and  easier  to  make.  Gray  indicates  metal;  red 
indicates  plastic. 


Udel  and  over  60  times  as  much  as 
machine  steel.  One  of  the  most  metal- 
like of  the  superplastics,  Torlon  can 
stand  up  to  pressures  of  30,000  pounds 
per  square  inch,  about  as  much  as 
brass,  as  well  as  long-term  tempera- 
tures up  to  500  degrees.  There's  an- 
other drawback  besides  price:  Torlon 
can  take  several  days  to  toughen  into; 
its  final  shape.  For  Manley  Valve  Co.  oe| 
Houston,  Torlon  is  well  worth  it.  "I'm 
constantly  testing  new  materials  but 
haven't  found  anything  that  does  whatl 
Torlon  does,"  says  Gerald  Sanderlin,) 
Manley's  vice  president  and  general 
manager.  "Our  plastic  compressor) 
valve  plates  open  and  close  a  distance| 
of  approximately  one-tenth  of  an  inch,! 
at  pressures  up  to  several  thousand) 
pounds,  a  thousand  cycles  each  min- 
ute. The  tendency  to  break  or  beat 
apart  is  tremendous." 

At  the  top  of  the  line  is  ICI's  new 
Victrex  PEEK,  a  herculean  polymeij 
that  can  endure  continuous  tempera- 
tures up  to  600  degrees  for  several 

  weeks — 430  degrees  foi 

years — while  withstand 
ing  chemicals,  enormou 
pressures,  radiation  and 
electricity.  That  makes  i\ 
useful  for  oil  and  gas  dril 
ing,  high-temperature 
electrical  applications  and 
heavy-duty  structural  ap 
plications  in  such  indus 
tries  as  aerospace  and 
automotive.  Still,  as  Vic 
trex'  project  manager] 
Rhymer  Rigby,  admits 
"You've  really  got  to  need 
PEEK  to  use  it."  It  sel 
for  an  astronomical  $2! 
per  pound. 

Price,  in  fact,  is  th 
biggest  obstacle  for  a 
these  products.  For  mos 
uses,  the  cost/benefit  raj 
tio  is  too  high.  Ford 
chief   engineer,  Glei 
Lyall,  is  quick  to  poin 
out  that  "the  price  jus 
has  to  come  down"  bd 
fore  you  find  yourse] 
driving  a  car  with 
all-plastic  engine,  whal 
ever  its  advantages  in  pe} 
formance  and  fuel  econc 
my."  Bearings  manufac 
turer     SKF  considers 
switching    two  applic; 
tions  to  Ryton  and  To: 
Ion,  but  decided  against 
because  of  technical  diff 
culties  and  has  no  plat 
for  further  tests. 

Will  the  price  com 
down?  So  far,  the  dowi 
ward  price  curve  of  higl 
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HREE-FIFTHS  of  all  circuit  boards  depend  on 
'PG  technology  to  improve  performance. 

PPG  fiber  glass  yarn  technology  gives  printed. circuit  boards  the  dimensional 
ibility  it  takes  to  perform  with  peak  reliability.  A  new  PPG  glass  technology 
ows  boards  to  be  printed  and  etched  with  greater  precision  than  ever.  And  our 
Ivents  help  develop  the  printed  photo  image. 

We're  also  strong  in  construction  materials,  in  chemical  processing,  in  the 
tomotive,  aircraft  and  leisure  industries.  And  we're  poised  for  growth. 

For  nearly  100  years  now,  customers  have  relied  on  PPG  for  the  highest 
rformance,  whatever  their  business. 

Get  a  more  complete  picture  of  our  growing  technology.  Write  for  our  annual 
port:  PPG  Industries,  Inc.,  One  Gateway  Center,  Pittsburgh,  PA  15272. 
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performance  plastics  has  not  been  im- 
pressive. Sales  volumes  are  too  low. 
But  with  the  market  expanding  at  an 
estimated  20%  a  year,  improvement 
will  take  place.  (High-performance 
plastics  are  made  from  petroleum  or 
natural  gas,  but  world  oil  and  gas 
prices  have  minimal  effect — only  pen- 
nies of  the  plastic's  cost  is  in  the  raw 
material.)  So  if  the  manufacturers  can 
get  the  price  down,  the  superplastics 
could  wind  up  giving  metals  a  tougher 
fight  all  the  time. 


Herpes  Complex 

Even  before  the  federal  Centers  for 
Disease  Control  last  spring  un- 
veiled data  indicating  a  ninefold  in- 
crease in  cases  of  herpes  simplex  II  in 
only  a  ten-year  period,  drug  compa- 
nies and  research  laboratories  were 
pouring  millions  into  the  quest  for  a 
cure.  Obviously,  with  estimates  rang- 
ing from  10  million  to  20  million  suf- 
ferers, there  is  a  huge  market  out 
there  for  the  drug  company  that 
comes  up  with  a  cure  for  the  venereal 
disease  of  the  1980s. 

But  that's  far  easier  said  than  done. 
Only  recently  has  research  begun  to 
reveal  some  secrets  of  herpes.  First, 
herpes  simplex  II  is  just  one  of  a 
whole  family  of  viruses,  including 
those  that  cause  mononucleosis, 
chicken  pox,  shingles,  encephalitis 
and  cold  sores.  Like  all  viruses,  it  is  a 
parasite,  taking  over  healthy  cells  and 
using  their  DNA  to  reproduce  itself. 
Most  of  the  time,  the  virus  lurks  deep 
in  nerve  tissue,  out  of  range  of  the 
body's  defenses.  Sporadically,  for  rea- 
sons not  yet  fully  understood,  herpes 
simplex  erupts  into  painful  sores  and 
lesions  around  the  genitals  and 
mouth,  then  retreats  again. 

So  far,  there  have  been  hundreds  of 
remedies,  some  homemade,  but  noth- 
ing can  wipe  out  the  devilish  virus.  So 
the  research  goes  on.  Says  Dr.  Harry 
Hoppes  of  Flow  General,  a  bioengi- 
neering  firm:  "It's  a  race.  And  whoev- 
er wins  it  takes  the  whole  thing — at 
least  for  a  while."  Here  are  some  of 
the  major  entrants. 

Burroughs  Wellcome  Co.  This  North 
Carolina  drug  company,  a  subsidiary 
of  the  U.K.'s  Wellcome  Foundation, 
Ltd.,  has  developed  a  drug  that  inter- 
feres with  the  virus'  reproduction. 
The  drug,  acyclovir,  was  approved  by 
the  Food  &  Drug  Administration  in 
March  and  is  currently  sold  by  pre- 


scription as  an  ointment.  Last  month 
the  FDA  also  approved  an  intravenous 
form  of  acyclovir  for  hospital  use. 
Acyclovir  tricks  the  herpes  virus  by 
masquerading  as  one  of  the  building 
blocks  of  the  DNA  needed  by  the 
virus  to  reproduce  itself.  "That  stops 
the  chain,"  says  Dr.  David  Barry,  who 
heads  the  virology  research  section  of 
Burroughs  Wellcome.  "The  virus 
ceases  to  replicate." 

Because  acyclovir  is  only  activated 
by  infected  cells,  healthy  cells  are  not 
harmed,  at  least  at  low  doses.  Howev- 
er, acyclovir  isn't  the  herpes  sweep- 
stake winner — at  least  not  yet.  The 
drug  is  always  a  little  late,  effective 
only  after  the  cells  have  already  been 
infected.  Moreover,  the  ointment 
really  works  well  only  on  the  initial, 
painful  attack,  not  on  recurrent  out- 
breaks. There  are  also  theoretical  ob- 
jections. Because  acyclovir  alters  the 
virus'  DNA,  it  may  lead  to  new  and 
more  resistant  herpes  strains. 

So  far,  acyclovir  is  the  only  antiviral 


A  model  of  the  herpes  simplex  virus 
After  hiding  out  in  nerve  tissue,  the 
virus  will  inexplicably  erupt,  pro- 
ducing painful  sores  and  lesions. 


treatment  for  genital  herpes  approved 
by  the  FDA.  A  host  of  other  treat- 
ments are  in  the  lab  or  lining  up  for 
FDA  approval,  but  they  are  probably 
at  least  several  years  away. 

Neuport  Pharmaceuticals  Interna- 
tional. Isoprinosine,  developed  by  this 
small  ($10  million  sales)  Newport 
Beach,  Calif,  company,  makes  use  of 
the  body's  own  defenses.  It  is  an  "im- 
muno-modulator,"  the  result  of 
recent  progress  in  immunology.  Evi- 
dence seems  to  indicate  that  reactiva- 
tion of  herpes  is  tied  to  a  temporary 
defect  in  the  body's  defenses  caused 
by  anything  from  drug  use  to  exces- 
sive sunlight  to  stress. 

How  effective  isoprinosine  may  be 
is  a  matter  of  controversy.  Dr.  John 
Abeles,  president  of  the  health  care 
consulting  firm  MedVest  Inc.,  calls  it 
"one  of  the  more  interesting  drugs 


I've  seen."  It  has  been  marketed  for 
several  years  in  countries  such  as  Ger- 
many, Italy,  Spain  and  France,  where 
it  won  the  1982  Prix  Galien,  France's 
"drug  of  the  year"  award.  But  in  the 
U.S.,  the  FDA  in  1974  rejected  it  as 
ineffective  for  herpes  and  more  re- 
cently rejected  it  for  use  against  one 
strain  of  encephalitis.  The  FDA  hasn't 
received  a  new  application  from  New- 
port for  isoprinosine's  use  against  her- 
pes, despite  its  success  in  Europe.  But 
Abeles  remains  one  of  isoprinosine's 
biggest  fans — although  he's  less 
enamored  of  the  way  Newport  has 
handled  the  drug.  It  has  the  potential 
to  work  on  a  variety  of  diseases,  not 
just  herpes,  he  says.  "Because  it  has 
no  side  effects  and  because  it's  so 
broad,  it  stretches  the  credulity  of  the 
FDA,"  says  Abeles.  "Its  claims  are 
just  too  good  to  be  true." 

Molecular  Genetics.  A  Minnesota- 
based  bioengineering  firm  that  spe- 
cializes in  recombinant  DNA  tech- 
nology, MG  is  one  of  the  major  play- 
ers along  with  Merck  Sharp  &  Dohme! 
in  the  race  to  develop  a  vaccine) 
against  herpes.  MG's  scientists  havq 
isolated  the  gene  that  makes  a  majoj 
protein  in  the  sheath  or  coat  of  the 
herpes  virus.  The  idea  is  that  intro- 
ducing a  harmless  part  of  the  virus 
will  cause  the  body  to  produce  antii 
bodies.  Testing  is  still  at  the  animal 
stage.  There  has  been  some  doubi 
among  scientists  that  the  lone  proteirj 
can  generate  a  varied  enough  antibody 
response.  But  MG  has  attracted  aij 
important  ally.  Last  month  American 
Cyanamid  agreed  to  produce  and  tesl 
a  herpes  vaccine  using  MG's  genetic 
engineering  technology. 

In  addition  to  these  efforts,  several 
bioengineering  firms,  such  as  Cetus 
EnzoBiochem,  Interferon  Sciences  anc 
Flow  General,  believe  that  interferon 
the  highly  publicized  "wonder"  corn 
pound  of  a  couple  of  years  ago,  couli 
be  used  as  a  herpes  drug.  Interferon  i 
produced  by  the  body's  immune  sys 
tern  and  appears  to  have  some  role  h 
the  control  of  disease,  perhaps  evei 
cancer.  But  again  there  are  drawbacks 
In  large  doses  interferon  generate 
some  adverse  side  effects.  Moreove: 
interferon  seems  to  work  most  effec 
tively  in  tandem  with  other  compc 
nents  of  the  body's  immune  system. 

In  fact,  the  hyping  of  interferon  i 
1980,  and  the  inevitable  subsequer 
disillusionment,  should  be  a  lesso 
for  all  those  firms  looking  for  a  bi 
herpes  payoff.  When  will  there  be 
cure?  Says  Dr.  Charles  Shipman  Jr., 
herpes  researcher  at  the  University  ( 
Michigan:  "Not  for  a  long,  lor 
time." — Robert  Teitelman 
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Buy  high 


Sell  low. 

And  come  out  ahead. 

Interest  rates  are  apt 
to  move  in  a  fickle  manner. 
Catching  you  off  guard. 

But  astute  money 
managers  cover  themselves. 
With  futures  contracts  on 
financial  instruments. 

The  principle  is  the  same 
as  hedging  commodities. 
Except  you  buy  contracts 
when  you  think  interest  rates 
will  be  going  down.  And 
sell  to  cover  rising  rates. 

Futures  can  help  lock 
in  the  interest  cost  of  a  loan 
or  the  yield  on  an  investment. 

The  end  result  of  finan- 
cial futures  may  be  soothing 
to  the  corporate  finances. 

But  the  process  of  get- 
ting there  can  be  wracking  to 
the  nerves. 

Financial  futures  require 
constant  monitoring.  Intricate 
computer  models.  And 
advisors,  like  ours,  who,  even 
amidst  wild  interest  rate 
gyrations,  always  seem  to 
know  one  thing. 

Which  way  is  really  up. 

CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago.  231  South  LaSalle  Street.  Chicago,  Illinois  60693 
Financial  Futures  Advisory  Services—  I  312)  828-3186 


Atlanta  •  Boston  -  Chicago  •  Cleveland  •  Dallas  •  Denver  •  Detroit  -  Houston  •  Los  Angeles  •  Minneapolis  •  New  York  -  St.  Louis  -  San  Francisco  *  Seattle  •  White  Plains 


Just  another  way  of  saying  versicherung. 


Insurance.  When  you  are  doing  business  in  another 
country,  language  is  only  the  first  barrier  to  getting  the  right 
coverage.  And,  when  you  are  faced  with  the  awesome  task 
of  doing  business  in  China,  there's  an  even  greater  need  for  an 
experienced  insurance  interpreter.  At  Chubb,  our  international 
insurance  expertise  has  given  us  the  skills  for  understanding 
the  unique  insurance  situations  and  customs  in  China. 

Write  to  our  International  Division  for  the  Chubb 
Insurance  in  China  handbook.  It  will  make  the  topic  a  bit 
more  scrutable  for  vou. 

K 

CHUBB 

Group  of  Insurance  Companies 

100  William  Street.  New  York.  N.Y.  10038 
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Behind  The  Figures 


Edited  by  Barbara  Ettorre 

Staying  the  course 

ome  other  conservative  economists 
lay  be  having  second  thoughts,  but 
riedrich  Hayek  still  gives  high  marks 

0  President  Reagan. 

From  where  he  sits,  in  the  pretty 
outhern  German  town  of  Freiburg, 
oistrian-born  Hayek  is  refreshingly 
beerful  about  the  U.S.  economy 
lese  days.  Economic  recovery  in  the 
f.S.  may  already  have  begun,  he 
links,  and  adds:  "My  hope  is  that 
epression  should  go  on  long  enough 
lat  the  inflation  has  stopped  com- 
letely.  But  even  an  economist  must 
imit  that  a  politician  may  be  justi- 
ed  in  making  concessions  in  order  to 

1  reelected.  I  would  not  be  surprised 
a  little  artificial  prosperity  is  cre- 
ed in  order  to  return  to  a  sensible 
ilicy  later.  It  is  a  necessary  conces- 
on  to  prejudice." 

Hayek,  a  Nobel  laureate  in  econom- 
s  who  taught  at  the  University  of 
hicago  in  the  1950s  and  helped 
lape  the  views  of  economic  thinkers 
<e  Milton  Friedman  and  Arthur 
iffer,  is  pleased  with  Reagan's 
loice  of  economic  advisers.  He  sin- 
es out  former  Hoover  Institution 
holar  Thomas  Sowell,  a  vehement 
)ponent  of  quotas  for  minority 
oups,  for  special  mention.  "Sowell 


has  one  of  the  most  brilliant  minds  of 
the  younger  generation  of  econo- 
mists," Hayek  says.  "The  mere  fact 
that  Sowell  was  chosen  for  the  Presi- 
dent's Policy  Advisory  Board  on  Eco- 
nomics shows  that  there  is  an  intelli- 
gence at  work  in  the  picking  that  is 
rather  unusual." 

Hayek  believes  America's  long- 
term  outlook  is  probably  the  brightest 
of  the  major  democracies.  "In  Britain, 
poor  Mrs.  Thatcher  is  hampered  by 
opposition  from  half  her  cabinet," 
Hayek  notes.  "It  may  be  an  illusion 
but  I  believe  the  President  of  the  U.S. 
has  much  more  power  to  get  things 
done.  Besides,  trade  unions  are  much 
less  powerful  in  America." 

Now  83,  Hayek  still  carries  a  formi- 
dable work  load.  He  is  just  completing 
the  first  volume  of  a  three-part  work, 
The  Fatal  Conceit,  which  he  believes 
will  be  his  most  resounding  refuta- 
tion yet  of  the  left-wing  notion  that 
man  can  win  greater  freedom  and 
prosperity  through  socialist  planning. 
He  also  has  a  heavy  speaking  sched- 
ule, which  includes  a  rare  visit  to  the 
U.S.  this  month. 

He  makes  light  of  health  problems, 
which  occasionally  slow  him  down. 
He  has,  for  instance,  gone  deaf  in  his 
left  ear.  That  is  not  surprising,  he  tells 
visitors.  After  all,  Karl  Marx  went  deaf 
in  his  right  ear. — Eamonn  Fingleton 

Lobbying,  Taiwan-style 

The  U.S.  trade  deficit  with  Taiwan 
may  reach  $3  billion  this  year,  consid- 
erably less  than  the  $3.7  billion  deficit 
recorded  in  1981.  The  decline  is  no 
accident.  Taiwan,  America's  second- 
largest  trading  partner  in  Asia  after 


edrich  Hayek 

politician  may  be  justified  in  making  concessions  to  get  reelected.' 


Taiwan's  Hsuin-Shwen  Chang 
"We  came  to  shop." 

Japan,  has  been  working  steadily  on 
its  trade  relations  with  the  U.S.  Last 
month,  for  example,  a  5Tmember 
buying  team  swept  through  22  U.S. 
cities  loading  up  on  such  agricultural 
products  as  cotton,  tobacco,  soybeans 
and  orange  juice  and  such  industrial 
goods  as  truck  cranes  and  data  trans- 
mission test  equipment.  All  told,  that 
spree  alone  brought  more  than  $500 
million  to  U.S.  sellers. 

For  all  that,  the  expedition  isn't 
bringing  back  what  Taiwan  would 
dearly  love  to  have:  a  promise  of  mili- 
tary aircraft,  specifically  Northrop's 
F-5G,  its  most  advanced  export  fight- 
er plane.  Acutely  aware  of  this  lack  is 
Hsuin-Shwen  Chang,  leader  of  the 
buying  team  and  Taiwan's  vice  minis- 
ter of  economics.  "We  came  to  shop," 
says  the  65-year-old  agriculturalist. 
Chang  denies  that  this  procurement 
mission — the  seventh  since  normal- 
ization of  relations  between  the  U.S. 
and  the  People's  Republic  of  China  in 
1979 — is  political,  but  he  delicately 
points  out  that  if  Taiwan  could  have 
bought  the  planes,  which  sell  for 
around  $9  million  apiece,  its  trade 
surplus  with  the  U.S.  would  be  even 
smaller.  Taiwan  already  has  about 
200  F-5Es  and  F-5Fs  made  under  a 
coproduction  deal  with  Northrop,  but 
mainland  China  has  thus  far  success- 
fully pressured  the  Reagan  Adminis- 
tration to  squash  any  deal  for  the  new 
fighters  for  Taiwan. 

While  here,  Chang  did  his  part  "to 
let  more  American  people  know  we 
are  friendly  with  them."  It  was  a 
lobbying  effort  composed  of  small 
gestures  as  well  as  big  bucks.  In 
1945,  as  a  graduate  of  the  University 
of  Nanking,  he  came  to  the  U.S.  on  a 
government-sponsored  program  to 
study  agriculture  at  Iowa  State  Uni- 
versity. During  his  year  in  the  States, 
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he  lived  for  a  while  on  a  farm.  Thir- 
ty-seven years  later,  Chang  asked 
James  Rhodes,  the  governor  of  Ohio, 
to  help  him  locate  that  farmer. 
Chang  made  time  to  pay  him  a 
friendly  visit. — Kathleen  K.  Wiegner 

Rent  an  agent 

"We  represent  the  work  of  B.  Traven, 
who  wrote  The  Treasure  of  Sierra 
Madre,    P.G.    Wodehouse,  Bertrand 


enough  to  pay  Meredith's  salary  of 
approximately  $300,000  after  taxes. 

His  agency  makes  no  money  on  the 
service,  Meredith  claims,  if  you  figure 
in  overhead.  Three  senior  members  of 
Meredith's  staff  of  50  prepare  a  de- 
tailed, three-to-five-page,  frank  cri- 
tique of  plot,  action,  characters,  pac- 
ing and  the  like.  The  vast  majority  of 
the  stuff  sent  in  is  terrible.  "We  tell 
people  to  burn  it,"  Meredith  says, 
"but  we  tell  them  why." 

A  surprisingly  high  percentage, 
however,  is  salable — some  700  works 
out  of  the  5,000.  And  some  bestselling 
authors  (Harry  Kemelman,  who  wrote 
Friday  the  Rabbi  Slept  Late  and  its  se- 
quels, and  Hank  Searls,  who  wrote 
Overboard)  started  out  by  sending 
Meredith  their  work  and  a  check. 

Don't    would-be — and,    in  some 


Literary  agent  Scott  Meredith 

The  dead  pay  no  commissions. 


Russell  and  Henry  Miller,"  says  liter- 
ary agent  Scott  Meredith.  "You  know 
what  they  all  have  in  common?  They 
are  not  producing  new  material. 
They're  dead.  So,  we  have  had  to  find 
a  way  to  replenish  our  supply." 

Meredith — who  also  represents 
such  living  legends  as  Norman  Mail- 
er, Arthur  C.  Clarke  and  Jerry  Lewis — 
has  figured  out  a  way  not  only  to 
replenish  but  also  to  flourish.  Virtual- 
ly the  only  well-known  literary  agent 
to  solicit  unpublished  manuscripts, 
Meredith  has,  since  the  1940s,  been 
charging  aspiring  writers  fees  ($100 
for  a  magazine  piece,  $200  for  a  full- 
length  novel)  to  read  unpublished 
works.  Competitors  wince  at  the  idea. 
Meredith  can  bear  their  scorn.  He  re- 
ceived 5,000  unsolicited  manuscripts 
last  year,  accounting  for  nearly 
$800,000  of  his  New  York-based 
firm's  more  than  $10  million  gross. 
The   service   alone   is   more  than 
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cases,  published — authors  mind  pay- 
ing to  have  an  agent  read  their 
works?  Not  really,  says  Meredith, 
since  some  major  publishers  (Harper 
&  Row,  Doubleday  and  Simon  & 
Schuster  among  them)  no  longer 
read  unsolicited  manuscripts.  "You 
need  an  agent,"  says  Meredith,  58,  a 
self-taught  product  of  Manhattan's 
Hell's  Kitchen.  "The  person  who 
thinks  he  is  the  next  Michener 
thinks  he  will  break  through  any- 
way. But  those  people  who  are  more 
realistic  know  what  the  market  is 
and  are  just  concerned  that  we  bring 
in  the  dollars." — Paul  B.  Brown 


Video  rock 

Here's  an  object  lesson  in  how  quick- 
ly things  can  happen  in  the  age  of 
chips,  programming  and  video  games. 
Only  a  year  ago  Martin  Meeker,  then 
40,  was  a  mild-mannered  citizen  in 


Silicon  Valley  doing  financial  consul- 
tant work  for  the  likes  of  Intel  and 
Amdahl.  Last  April  four  computer 
software  designers  came  into  his  of- 
fice with  a  bunch  of  new  electronic 
games  they  had  developed.  Meeker 
immediately  formed  a  new  company, 
Data  Age,  Inc.,  and  became  a  tiger, 
displaying  his  wares — five  games 
called  Airlock,  Warplock,  Encounter 
at  L-5,  Bugs  and  SSSnake — at  the  Con- 
sumer Electronics  Show  in  Chicago. 
A  month  later,  he  had  lined  up  $2 
million  in  backing,  including  person- 
al stakes  by  San  Francisco  venture 
capitalists  William  Hambrecht  and 
George  Quist. 

Things  moved  apace.  Meeker  and 
the  four  designers  (all  equal  partners) 
hired  employees,  now  numbering  35, 
and  set  up  in  Campbell,  Calif,  to  mar- 
ket the  cartridges.  Come  January, 
Meeker  expects  to  have  shipped  $12 
million  (wholesale)  in  games,  all  com- 
patible with  Atari  hardware,  and  sell- 
ing competitively  at  around  $32. 

Meeker  isn't  satisfied,  naturally.  By 
June  1983,  he  thinks  Data  Age's  sales! 
will  hit  $50  million.  How?  By  market- 
ing the  first  rock-'n'-roll  video  game, 
beginning  in  January.  "The  two  major 
interests  of  the  American  teenager  to 
day  are  video  games  and  rock  and 
roll,"  says  Meeker.  Data  Age  has 
licensing  deal  with  Journey,  one  of  the 
hottest  U.S.  rock  groups,  and  will 
spend  $4.5  million  next  year  to  pro 
mote  the  game.  (Never  heard  of  Jour 
ney?  Ask  any  12-year-old.)  The  game 
will  be  called  Journey/Escape,  and  the 
point  of  the  programming  wizardry 
inside  the  cartridges  is  for  the  playe 
to  get  the  rock  stars  past  love-crazeo 
groupies,    greedy    promoters  anq 


Data  Age  Corp 's  Martin  Meeker 
A  perfect  teenage  marriage? 
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PARTNERS  DILIGENT 
AND  PROFICIENT 

Ready  to  ensure  your  satisfaction 


Success  of  a  company  and  satisfac- 
tion of  its  customers  are  largely  de- 
pendent on  one  factor:  the  attitude  of 
the  people  who  work  for  the  com- 
pany. 

At  Hyundai,  we  adhere  to  a  philoso- 
phy of  making  success  an  attainable 
goal. 

Hyundai  seeks  out  the  most  profi- 
cient person  for  each  position,  from 
office  workers  to  engineers,  to  en- 
sure that  decisions  are  made  on  a 
professional  basis. 

We  are  working  together  to  maintain 
the  reputation  of  excellence  for 
which  our  company,  Hyundai,  has 
become  famous.  Excellence  in  fields 
such  as  construction,  heavy  indus- 
try, machinery,  automobiles  and  ma- 
rine transportation. 


The  1 50,000  diligent  people  of  Hyun- 
dai take  pride  in  what  they  do  and  in 
the  organization  to  which  they  be- 
long. 

When  you  deal  with  Hyundai  you 
deal  with  us.  We  are  looking  forward 
to  working  with  you. 

BUSINESS  LINES: 

Engineering  &  Construction,  Con- 
struction Materials,  Shipbuilding  & 
Repair,  Shipping,  Automobiles, 
Electrical  Equipment,  Rolling  Stock, 
Iron  &  Steel,  Industrial  Equipment, 
Containers,  Metal  Pipes,  Int'l  Trade. 


▲HYUNDAI 

CPO  Box:  8943  Seoul,  Korea. 
Telex:  HDCORP  K23175/7 
HYUNDAI  K23111/5 


SIA  :  TOKYO:  03-211-0851/4,  SINGAPORE:  224-3465/9,  JAKARTA,  MANILA,  BANGKOK,  DACCA,  KUALA  LUMPUR,  HONG  KONG,  RANGOON,  SYDNEY,  TAIWAN 
MERICA  :  NEW  YORK:  212-695-1210.  NEW  JERSEY.  LOS  ANGELES,  HOUSTON,  MIAMI.  SEATTLE,  TORONTO,  QUITO,  SANTIAGO,  BUENOS  AIRES,  BOGOTA, 
EXICO  CITY.  EUROPE  &  AFRICA  :  LONDON:  01-741-1531.  DUSSELDORF.  AMSTERDAM,  LAGOS,  NAIROBI,  PARIS,  FRANKFURT,  OSLO,  MILANO,  BENGHAZI, 
RIPOLI  MIDDLE  EAST  :  RIYADH:  478-7231.  KUWAIT.  QATAR.  ABU-DHABI,  DAMMAM,  AL-KHOBAR,  JEDDAH,  BAGHDAD,  BAHRAIN. 
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dull-witted  retainers  and  into  their 
waiting  "escape  vehicle." 

"It's  such  a  natural, "  says  Meeker,  "I 
can't  believe  it  wasn't  seen  by  anyone 
else  before."  Indeed,  a  spokesman  for 
Warner  Communications,  which 
owns  Atari  and  has  the  likes  of  the 
Rolling  Stones,  Queen  and  the  Who 
under  contract  to  its  three  record  la- 
bels, says  that  Warner  knows  of  no 
such  game  in  the  works.  But  he  warns: 
"That  such  a  game  is  being  produced 
could  augur  what  might  happen  in  the 
future."  Meeker  is  not  intimidated. 
"Our  enthusiastic  drive  will  compen- 
sate for  not  being  an  Atari  or  Activi- 
sion,"  he  says.  "We'll  just  blast 
through  them." — Jonathan  Greenberg 


A  shaggy  goat  story 

Sir  Alan  Smith  retired  last  month  as 
chairman  of  Dawson  International, 
the  Scottish  company  that  is  the 
world's  biggest  buyer  and  processor  of 
cashmere  and  manufacturer  of  cash- 
mere sweaters  of  note,  but  Sir  Alan, 
65,  is  far  from  retired  as  a  champion  of 
the  fiber.  Last  year  he  started  a  long- 
term  venture  to  produce  cashmere  in 
Australia,  virgin  territory  for  the  pro- 
duction of  the  fine,  downy  underhair 
of  the  Kashmir  goat. 

China,  Mongolia  and  (less  impor- 
tant these  days)  Iran  and  Afghanistan 
are  the  chief  sources,  but  Smith  sees 
great  potential  for  Australian  cash- 
mere. His  interest  springs  from  a  ca- 
sual conversation  with  an  acquaint- 
ance, a  professor  at  Sydney  Universi- 
ty, who  mentioned  that  many  wild 
Kashmir  goats  were  roaming  Austra- 
lia, brought  to  the  country  by  settlers, 
then  abandoned. 

That  conversation  was  in  1969, 
when  the  supply  of  cashmere  was  am- 
ple. Since  then,  Sir  Alan  says,  two 
important  things  conspired  to  revive 
his  interest — bigger  world  demand  for 
fine  white  cashmere,  and  the  rise  of 
the  Chinese  as  cashmere  garment 
manufacturers  as  well  as  producers. 
"My  director  of  research  and  I  went  to 
Australia,"  he  says,  "and  started  dig- 
ging around." 

What  they  found  was  an  untapped 
gold  mine:  3  million  feral  goats,  25% 
of  them  Kashmir,  all  thriving  in  the 
sparse,  rugged  outback.  The  best  cash- 
mere, Sir  Alan  notes,  comes  from  ani- 


Sir  Alan  Smith  of  Dawson  International 
1 00%  virgin  territory. 


mals  that  don't  have  a  rich  diet. 
"There's  a  crop  of  Kashmir  goats  at 
Windsor  Castle,  descendants  of  those 
given  to  Queen  Victoria  in  1870,"  he 
says.  "They're  eating  very  well,  but 
that  has  made  them  grow  fat  and  their 
hair  go  coarse." 

Sir  Alan  had  Dawson  buy  2,500 
acres  in  New  South  Wales  for  $1  mil- 
lion, stock  it  with  2,500  feral  Kashmir 
goats  and  3,000  Merino  sheep,  and 
hire  a  foreman.  "We'll  round  them  up, 
sort  them  out  and  sell  area  farmers 
pedigreed  bucks  and  does,"  he  says. 
"We'll  also  lease  our  feral  goats  and 
quote  a  price  for  the  cashmere  years 
ahead  of  need.  We'll  buy  the  cashmere 
if  they  want  to  sell." 

Sir  Alan  figures  fine  cashmere  is 
worth  up  to  $60  a  pound  raw,  depend- 
ing on  the  color  and  grade.  He  esti- 
mates that  only  5,000  tons  of  raw 
cashmere  are  produced  annually 
worldwide.  He  thinks  Australia  could 
produce  1,000  tons  a  year.  At  present 
prices,  that  would  be  worth  $120  mil- 
lion. "If  we  can  do  that,"  he  says,  "I'd 
be  delighted."— B.E. 


Breaking  away  from 
the  cartel 

"This  business  is  like  buying  a  cow 
when  you  want  a  spare  rib,"  says  Jack 
Lunzer  of  his  life  as  a  diamond  mer- 
chant. Lunzer,  58,  is  a  middleman, 
buying  stones  from  African  producer 
countries  and  selling  them  to  cutters 
in  New  York,  Antwerp  and  Tel  Aviv. 
"We  take  a  lot  of  stuff  we  can  hardly 
shift  at  any  price,"  he  says,  "just  to 
get  the  stones  we  want." 

Occasional   bouts   of  indigestion 


aside,  Lunzer  says  his  business  has 
been  waxing  fat  lately.  A  forceful  Lon- 
don-based merchant  adventurer, 
Lunzer  claims  he  is  already  the  big- 
gest challenge  around  to  South  Africa- 
based  De  Beers'  powerful  cartel, 
thanks  to  black  Africa's  increasing 
willingness  to  bypass  De  Beers. 

With  about  $100  million  a  year  in 
sales  (from  sources  like  Zaire,  Ghana 
and  Sierra  Leone),  Lunzer  has  a  long 
way  to  go.  De  Beers'  sales  in  a  normal 
year  are  $1.2  billion.  But  last  month 
he  clinched  a  deal  in  New  York  that 
could  double  his  sales.  It  gives  hirr 
exclusive  rights  to  sell  most  of  thfl 
output  from  a  new  mining  venture  ir 
Guinea  on  the  West  African  coast. 

The  deal,  financed  by  $60  million  in 
loans  from  Bankers  Trust,  is  the  resul 


Diamond  trader  Jack  Lunzer 
An  end  run  around  De  Beers. 
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T6  SYNDICATE  YOUR  LOAN 
FFICIENTLX  YOUR  BANKER  MUST  KNOW 
PRECISELY  WHERE  TO  GO. 
AND  WHAT  THE  WEATHER  S  LIKE. 


A  bank's  ability  to  chart 
the  right  course  in  loan  syn- 
dication requires  intimate 
irstanding  of  the  financial  climate 
;y  syndication  markets,  and 
rate  judgement  in  choosing  the 
:  group  of  banks  to  provide  your 
ling  requirements. 

To  apply  these  skills  effectively 
ires  a  global  perspective  which 
Dnly  come  from  experience.  And, 
ink  of  Montreal,  our  ex- 
ince  has  placed  us  among 
eaders  in  dollar  volume 
ndications.  That's  all 
l  and  good.  But  more  ( g 
)rtant  to  us  is  the  \I 
pet  of  our  peers 
ng  international  lenders 
'iternational  surveys, 
have  consistently  voted 
k  of  Montreal  among 
op  banks  in  the  world  for 
professionalism  with 
m  it  handles  loan 
i  ications. 

Credibility  in 
Marketplace  is,  after  all, 
\i  than  a  matter  of  pride: 
J'es  us  close  connections 
all  the  key  players  in  major 


syndication  markets  such  as  New 
York,  London  and  Hong  Kong. 
With  this  wide  choice  of 
funding  sources,  we  can  quick- 
ly gain  the  cooperation  of  a 
group  of  banks  whose  needs 
best  reflect  the  risk  profile  of 
your  project,  and  which  will 
provide  you  with  a  firm  base 
of  support  for  your  immediate 
needs.  The  breadth  and  flexibil- 
ity of  this  base  will  facilitate  access 
to  financial  markets  should  you  re- 
quire additional  funding  in  the  future. 

Judgement,  flexibility,  expe- 
rience, credibility,  a  secure  base 
of  support.  These  are  the  compo- 
nents of  professionalism  which 
Bank  of  Montreal  will  bring  aboard 
to  steer  your  next  financing  to  a 
successful  conclusion. 

Call  your  Bank  of  Montreal 
Account  Manager,  or 
one  of  our  loan  syndica- 
tion professionals.  They're 
part  of  Bank  of  Montreal's 
Merchant  Banking  Group: 
Toronto  (416)  867-4610 
London  (01)  377-1000 
New  York  (212)  758-6300 
Hong  Kong  (5)  224182 


We  increased  our  audience  of  Senior  Executives 
in  European  companies  with  250-plus  employees 
by  50%  over  1980. 


irlKlFSS  •    E-*""  Our  audience  is  distributed 

g^JSI|MC^w  throughout  Europe  — 


not  concentrated  in  one  country. 
And 

We  have  the  lowest  cost-per-reader  — 
Both  black/white  and  4-color. 


1982  EUROPEAN  BUSINESSMAN  READERSHIP  SURVEY 

COST  PER  READER 


INCREASE 
'82  OVER  '80 

'82  AUDIENCE 
TOTAL      EX.  U.K. 

BLACK/WHITE 
TOTAL     EX.  U.K. 

4-COLOR 
TOTAL  EX.  U.K 

BUSINESS  WEEK  INTERNATIONAL 

50% 

23,809 

16,790 

$.12 

$.17 

$.18 

$.26 

ECONOMIST 

5 

17,240 

8,895 

.35 

.41 

.54 

.53 

FINANCIAL  TIMES 

7 

43,148 

13,897 

.56 

.71 

.82 

.86 

FORTUNE 

3 

12,417 

9,919 

.32 

.41 

.49 

.62 

HARVARD  BUSINESS  REVIEW 

11 

16,985 

12,906 

.31 

.40 

.42 

.56 

INTERNATIONAL  HERALD  TRIBUNE 

5 

6,310 

5,354 

3.30 

3.89 

7.73 

9.11 

INTERNATIONAL  MANAGEMENT 

18 

21,970 

15,722 

.21 

.29 

.30 

.42 

NEWSWEEK  INTERNATIONAL 

39 

16,160 

12,707 

.47 

.53 

.80 

.90 

TIME 

4 

20,404 

17,231 

.69 

.71 

1.08 

1.11 

Cost  efficiencies  based  on  full  page  '82  Europe  or  EX.  U  K 

edition  rates, 

where  available. 
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f  a  decade  of  jawboning  and  conti- 
ent-hopping  by  Lunzer.  He  first  got 
iterested  when  he  heard  of  deposits 
i  Guinea  abandoned  by  the  French 
fter  independence.  In  partnership 
'ith  a  Swiss  trading  house  he  gam- 
led  $12  million  to  develop  proposals 
efore  arranging  a  mining  agreement 
etween  Guinea's  ultraleft  regime 
nd  Australian-owned  Bridge  Oil. 
Lunzer  started  in  his  family's  Lon- 
on  diamond  brokerage,  buying 
rones  from  De  Beers.  He  says  he 
owed  to  make  the  break  one  morn- 
lg  as  he  stood  in  line  with  a  dozen 
ther  brokers,  some  in  their  70s,  to 
:e  a  De  Beers  official.  "The  last 
l:raw,"  he  says,  "was  when  the  De 
leers  man  came  out  and  told  us  to 
lome  back  after  he  had  had  lunch." 
I  Still,  Lunzer  has  one  thing  in  com- 
mon with  the  diamond  trade's  old 
paster — a  need  to  talk  up  the  price  of 
he  merchandise  through  the  deepest 

['•ump  in  a  generation.  "We  have  seen 
ie  worst,"  he  maintains.  "Most  of 


the  speculative  supplies  that  were 
overhanging  the  market  have  now 
come  out." — Eamonn  Fingleton 


Cushions  at  Chautauqua 

The  Chautauqua  Institution,  the  ven- 
erable center  for  the  arts  and  culture 
on  Lake  Chautauqua  in  upstate  New 
York,  has  scarcely  noticed  the  sharp 
cutbacks  in  federal  and  state  support 
that  other  philanthropic  ventures  are 
feeling.  For  one  thing,  less  than 
$125,000  of  its  $5  million  operating 
budget  comes  from  Washington  and 
New  York  State.  More  important, 
Robert  Hesse,  the  14th  president  of 
the  109-year-old  institution,  is  run- 
ning Chautauqua  like  a  business. 

Hesse,  51,  estimates  that  when  he 
took  over  in  1978 — coming  from  Me- 
daille  College  in  Buffalo  where  he  was 
president — Chautauqua  was  meeting 
60%  of  its  operating  expenses  from 
earned  revenues;  it  now  meets  72%. 
(He  estimates  that  the  national  aver- 
age for  arts  institutions  is  "probably 
under  50%.")  He  raised  ticket  prices, 
offering  a  preseason  ticket  purchase 
plan — which  did  wonders  for  cash 
flow.  He  has  gone  after  individual, 
corporate  and  foundation  grants, 
spending  about  half  his  60-hour,  off- 
season workweek  in  fundraising. 
Thus  far,  Chautauqua  has  raised  $3.7 


Chautauqua  Institution 's  Robert  Hesse 
The  arts  of  doing  business. 


million  to  match  a  $1  million  grant 
from  the  Gebbie  Foundation,  retired 
all  its  debt  ($294,000)  and  built  up  a 
comfortable  cash  reserve. 

The  cushion  allows  Hesse  to  sup- 
port Chautauqua's  old  upward-with- 
the-arts  mission.  Not  every  activity 
has  to  pay  its  way,  he  says.  A  Neil 
Sedaka  concert  can  help  pay  the  freight 
for  the  institution's  symphony  and 
opera  company. — Stanley  W.  Angrist 


Featlier\bur  Nest. 
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In  South  Carolina  we  believe  profitable 
business  is  the  goose  that  lays  the  golden  egg. 

Helping  the  goose  feather  her 
nest  here  is  a  work  stoppage  rate 
that's  among  the  nation's 

lowest  and  a  worker 
^  productivity  rate  that's 
among  its  highest.  Our 
Technical  Education 
System  can  train  all 
the  skilled  workers 


you  need. 

South 
Carolina 


is 


Robert  E.  Leak,  Director, 
South  Carolina  State 
Development  Board, 
Suite  413,  P.O.  Box  927, 
Columbia.  S.C.  29202 
803/758-3145, 
TWX  810-666-2628 
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The  true  cost  of  owning  a  car  each  year 

Average  annual  cost  for  20,000  miles 


variable  costs 


fixed  costs 


total 


1.  Cadillac  DeVille 


$1,980 


$.4,598 


$6,578 


2.  Buick  Electra 


2,010 


3,892 


5,902 


3.  Mercedes  240D 


1,310 


4,238 


5,548 


4.  FordT-bird 


1,790 


3,383 


5,173 


5.  Ford  LTD 


1,660 


3,279 


4,939 


6.  Chevrolet  Impala 


1,830 


3,100 


4,930 


7.  Chevrolet  Celebrity 


1,590 


3,046 


4,636 


8.  Volvo  DL 


1,510 


3,111 


4,621 


9.  Chevrolet  Celebrity  D 


1,280 


3,297 


4,577 


10.  Dodge  Aires 


1,450 


2,805 


4,255 


11.  Toyota  Corolla 


1,320 


2,733 


4,053 


12.  Subaru  GL 


1,320 


2,726 


4,046 


13.  Ford  Escort 


1,350 


2,643 


3,993 


14.  Mazda  GLC 


1,200 


2,612 


3,812 


15.  Datsun  Sentra 


1,190 


2,534 


3,724 


16.  VW  Rabbit  D 


1,040 


2,586 


3,626 


Note  Except  for  the  Sentra,  Rabbit  and  Mazda,  all  cars  are  similarly  equipped,  including  air-  and  tires ),  fixed  expenses  ( insurance,  depreciation,  financing,  taxes  and  license )  and  are 
conditioning,  power  steering  and  brakes,  tinted  glass,  AM'  radio  and  other  common  options.  based  on  a  three-year,  60,000-mile  retention  cycle,  Hefty  repair  bills  could,  ol  course, 
Costs  include  variable  expenses  (gas  at  $1  5S  per  gallon,  diescl  at  Si  -tS,  oil,  maintenance      change  any  of  these  numbers  Expensive  foreign  cars  can  be  especially  costly  to  repair 

Source  Hunzimmer  &  Co 


Its  not  just  the  sticker  price.  When  you  add  in  the  other  costs  oj 
driving  a  new  car,  you  will  realize  why  so  many  clunkers  are  on 
the  road.  But  if  you  want  new  wheels,  it's  a  good  time  to  bargain 


Where  are  the 
tire-kickers? 


WITH  SALES  OF  NEW  CARS 
scraping  new  lows,  this 
might  be  a  good  time  to  get  a 
favorable  price  from  a  dealer  hard 
pressed  to  keep  up  with  financing 
costs  on  his  inventory.  But  in  shop- 
ping for  a  new  car,  bear  in  mind  that 
the  purchase  price  is  only  the  begin- 
ning. When  you  factor  in  other  fixed 
costs,  such  as  depreciation,  insurance, 
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financing,  taxes  and  licensing,  and  the 
variable  costs,  such  as  gas,  oil,  main- 
tenance and  tires,  the  cost  picture  can 
change  considerably. 

Runzheimer  &  Co.,  a  research  firm 
in  Rochester,  Wis.,  which  keeps  close 
tabs  on  auto  costs  for  fleet  owners, 
recently  compiled  data  on  owning  and 
operating  16  different  model  1983 
cars  (see  above).  The  projected  costs 
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Why  is  TWA 
number  one  to  Europe? 

Have  a  seat  and  find  out. 


The  extra  inches  on  our  747 
business  class  seat  add  extra 
comfort  on  a  long  flight.  That's 
one  of  the  reasons  we're 
number  one  to  Europe. 


■  Ambassador  Class5™  seat  is  the 
st  comfortable  business  class  seat 
|>e  had. 

)  There  are  only  six  of  them  across 
[Ambassador  Class  cabin  on  all  our 
l"s.  With  more  recline,  and  more 
loom,  than  ever  before. 

\<er  seats  and  wider  aisles  add  up  to 
re  spaciousness  than  any  other 
kness  class  cabin. 

{But  our  seat  is  just  one  of  a  host  of 
tons  we're  the  number  one  host 
)ss  the  Atlantic. 

|  Take  our  Royal  Ambassador5"1 
ivice.  A  First  Class  that  sets  the 
adard.  With  free  cocktails,  assorted 
age  wines  and  brandies,  and  a 
of  entrees  presented  with  a  style 


of  service  that's  warm  and  personal. 

And  after  your  meal,  lie  back  in  a 
Sleeper-Seat,sm  available  on  every  747 
and  L-1011  to  Europe.  It  stretches  out 
when  you  do.  So  put  your  feet  up  and 
get  a  good  flight's  sleep. 

Consider  our  aircraft.  Only  747's 
and  L-1011's,  the  widebodies  people 
prefer.  We  fly  them  nonstop  to  more 
cities  in  Europe  than  anyone. 

We  offer  conveniences  on  the 


For  First  Class  travel,  our  747 
Sleeper-Seat  reclines  more 
than  ever — a  full 
9        60  degrees. 


which  can  give  you  all  your  boarding 
passes  in  the  U.S.  So  you'll  get 
through  the  airport  faster  in  London, 
Paris,  and  other  European  cities. 

The  only  planes  we  fly  to  Europe  are  the 
■  widebodies  people  prefer  most — 
theL-1011and747. 


ground  too— like  Airport  Express,®  — 


Combine  all  these  reasons  with  a 
thirty-year  tradition  of  service  in  inter- 
national flight,  and  you've  got  TWA  to 
Europe. 

We're  the  number  one  choice  to 
Europe  for  the  seventh  year  in 
a  row.  We  just  wanted  you 
to  know  why. 

You're  going  to  like  us 
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are  based  on  Runzheimer's  data  for 
past  experience  with  cars  of  a  given 
size,  weight  and  engine  size,  plus 
available  data  from  the  automakers 
on  new  models.  It  is  assumed  that  the 
cars  will  be  driven  20,000  miles  a  year 
and  will  be  traded  in  after  three  years. 
(It  is  also  assumed  that  there  will  be 
no  major  repairs  needed,  especially  on 
expensive  cars  like  the  Mercedes, 
which  can  be  very  costly  to  fix.) 

By  a  slim  margin  the  Volkswagen 
Rabbit  Diesel  turns  out  to  be  the  least 
expensive  car  to  own  and  operate,  but 
the  Datsun  Sentra  is  a  close  second. 
The  Ford  Escort,  with  a  standard  auto- 
matic transmission,  is  the  cheapest 
American  car  to  own  and  operate. 

Before  you  go  out  kicking  tires,  it's 
important  to  bear  in  mind  what  the 
car  you  buy  is  likely  to  fetch  when 
you  sell  it.  The  following  table  shows 
new  car  prices  for  16  cars,  and — on 
past  experience — what  Runzheimer 
expects  they  will  sell  for  after  three 
years  and  60,000  miles  of  driving.  (Of 
course  there  is  no  guarantee  that  de- 
preciation rates  will  stay  the  same.) 
Note:  The  purchase  prices  are  based 
on  the  dealer's  cost  plus  $200  for  do- 
mestic cars  and  $300  for  foreign  cars. 
They  are  averages,  but  certainly  give 
you  a  start  with  your  dealer. 


All  models  except  the  Rabbit  and 
Sentra  include  automatic  transmis- 
sion, and  all  have  AM  radio  and  air- 
conditioning.  Most  also  include  pow- 
er steering,  power  brakes  and  other 
standard  options.  Bear  in  mind  that 
trade-in  prices  are  Runzheimer's  pro- 


jected estimates,  based  on  prices  in 
the  Automotive  Market  Report,  an  annu- 
ally published  guide  widely  used  by 
dealers.  Estimates  assume  in  each 
case  that  the  car  has  been  well  main- 
tained over  the  three-year  period. 

Incidentally,  despite  the  fact  that 
fuel  prices  have  gotten  all  the  head- 
lines, they  make  up  about  the  same 
percentage  of  car  ownership  costs  as 
they  did  in  1950.  (Though  costs  have 
risen  sharply,  of  course.)  Here  is  a 
breakdown  of  car  ownership  and  oper- 
ating costs  during  the  first  year  of 
ownership,  indicating  the  percentage 
of  your  dollar  spent  on  each  item. 


1950 

1982 

Gasoline 

30.2% 

32.1% 

Depreciation  and 

interest 

37.3 

49.4 

Insurance 

11.3 

10.7 

Maintenance 

10.6 

4.6 

Tires 

7.7 

2.5 

License 

0.8 

0.2 

Other 

2.1 

0.5 

About  the  only  thing  that's  certain 
is  that  driving  a  car  is  an  expensive 
proposition  today.  Happy  motoring. 


How  safe  is 
your  pension? 

Y'ou're  not  alone  if  you're  getting 
nervous  about  your  company  pen- 
sion plan.  Mergers,  bankruptcies,  seas 
of  red  ink,  layoffs,  forced  early  retire- 
ments and  the  sorry  shape  of  the  So- 
cial Security  system — all  are  making 
a  lot  of  corporate  executives  take  a 
close  look  at  their  pension  programs. 

Even  though  private  plans  are  now 
federally  insured,  for  the  six-figure 
earner  (present  or  future)  that  insur- 
ance can  be  awfully  thin.  The  maxi- 
mum the  insurer  will  pay  if  a  plan 
collapses  is  less  than  $17,000  a  year. 

Forbes  compiled  a  list  of  ten  key 
questions  regarding  retirement  and 
put  them  to  leading  experts  on  execu- 
tive compensation. 

1 .  If  I  stay  with  my  company  until  I  retire, 
how  much  will  I  be  entitled  to? 

Most  pensions  use  simple  formulas 
to  determine  benefits.  The  most  com- 
mon pays  1.5%  of  your  final  average 
pay  for  each  year  with  the  company. 
(Final  average  pay  usually  means  the 
average  salary  over  the  last  five  years 
before  retirement.) 

Let's  say  you  are  55,  plan  to  retire  at 
65  and  are  now  making  $100,000  a 
year.  You  anticipate  pay  increases  of 
7%  a  year  until  retiring  and  already 
have  20  years  under  your  belt.  Your 
benefit  will  come  to  $88,522  a  year 
(see  table,  p.  233).  In  figuring  out  your 


final  average  pay,  the  company  migh 
use  your  base  pay  alone  or  your  basi 
pay  plus  bonuses  and  other  comperj 
sation.  Standard  Oil  of  Ohio  uses  thJ 
former  method,  Standard  of  Califoj 
nia  the  latter. 

If  your  annual  benefit  is  very  higbj 
you  may  not  get  to  collect  all  of  i 
thanks  to  the  Tax  Equity  &.  Fisc4 
Responsibility  Act  of  1982.  TEFR, 
has  placed  a  ceiling  of  $90,000  a  yea 
on  retirement  benefits,  down  frorj 
$136,000.  So  if  your  final  average  pai 
comes  to  $180,000  or  more,  and  yoi 
have  put  in  a  long  career  at  one  corrj 
pany,  you  will  not  collect  all  tha 
would  have  been  allowed  previously 

What  about  Social  Security?  "Don 
count  on  it."  That's  the  blunt  advic 
retirement  counselor  Alice  Oshermai 
gives  to  clients  who  are  more  than 
few  years  from  retirement.  The  Socia 
Security  system  is  a  mess,  and  whil 
Congress  may  ameliorate  things  b 
raising  the  payroll  tax,  boosting  th 
retirement  age  and  making  Social  Se 
curity  benefits  taxable,  the  bette: 
heeled  executive  shouldn't  expect  t 
receive  too  much  income  from  ths 
source.  (Medicare,  however,  is  ai 
other  matter.) 

Since  there  is  no  way  to  predict  th| 
program's  fate,  count  on  the  wori 
and  then  consider  anything  you  gfl 
a  bonus. 

2.  Will  my  pension  be  enough  to  lire  on 

To  answer  that,  you  have  to  kno1 
what  your  postretirement  lifestyl 
will  be,  how  much  it  would  cost  ll 
live  that  way  in  today's  dollars  ap 
what  those  dollars  will  be  worth  yeai 
from  now.  One  rule  of  thumb  is  that 
your  retirement  income  is  less  thai 
half  your  final  average  pay,  yd 
should  have  other  assets  and  incom 
that  can  be  expected  to  rise  automat] 
cally  with  inflation. 

Remember  that  your  postretin 
ment  living  expenses  may  not  incluc 
such  work-related  costs  as  daily  con 
muting  and  a  business  wardrobe,  c 
mortgage  payments.  Nor  will  yd 
need  to  set  aside  as  much  for  saving; 

Use  the  Rule  of  72  to  figure  out  hoi 
fast  your  existing  savings  and  inves 
ments  will  grow.  Say  you  anticipal 
the  funds  will  grow  6%  a  year  arte 
tax.  Divide  72  by  6  and  you  get  trj 
number  of  years  it  will  take  yoi| 
money  to  double.  If  you  assume  12' 
yearly  growth,  the  funds  will  doub; 
in  six  years. 

You  can  also  use  the  rule  to  figui 
out  how  long  it  will  take  for  today 
dollar  to  halve  in  value.  Divide  72  b 
the  rate  of  inflation  you  anticipal 
over  time.  At  10%  your  dollar  will  b 
worth  50  cents  in  7.2  years. 


Purchase 

price 

Trade-in 

Mercedes  240  D 

$20,011 

$15,001 

Cadillac  DeVille 

14,929 

7,516 

Buick  Electra 

11,636 

5,219 

Volvo  DL 

10,643 

5,801 

Ford  T-bird 

9,084 

3,648 

Ford  LTD 

9,252 

3,699 

Chevrolet  Impala 

8,878 

3,514 

Chevrolet  Celebrity 

8,790 

3,711 

Chevrolet  Celebrity  D 

9,473 

3,800 

Dodge  Aries 

8,580 

4,275 

VW  Rabbit  D 

7,714 

4,300 

Subaru  GL  4 

7,553 

3,551 

Ford  Escort 

7,474 

3,397 

Mazda  GLC 

7,150 

3,196 

Toyota  Corolla 

7,030 

3,154 

Datsun  Sentra 

6,862 

3,100 
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3.  If  my  company  pension  will  be  insuffi- 
cient, how  can  I  supplement  it? 

"A  financially  secure  retirement  is 
supposed  to  be  based  on  the  three- 
legged  stool:  pension,  Social  Security 
and  personal  savings,"  says  Lloyd 
Kaye,  principal  at  William  Mercer 
Inc.,  an  actuarial  consulting  firm. 
We've  already  seen  that  Social  Securi- 
ty may  not  be  of  much  help  with 
income.  And  as  for  savings,  "As  a 
practical  matter,  personal  savings 
have  not  been  very  important  because 
people  at  all  pay  levels  have  a  hard 
time  putting  away  savings  after 
taxes,"  says  Kaye. 

Save  as  much  as  you  can  anyway, 
Kaye  and  others  advise,  and  take  ad- 
vantage of  all  available  tax  relief.  You 
can  now  stash  $2,000  a  year  in  an  IRA 
account  regardless  of  income  or  other 
pensions,  and  that  can  add  up  quickly. 
What's  more,  you  can  allow  your  IRA 
plan  to  ripen  until  you  are  72. 

Another  option  that  recently  be- 
came available  is  the  401  (k)  plan.  This 
lets  you  squirrel  away  part  of  your 
salary,  reducing  your  present  income 
tax  bite,  and  later  on  allows  favorable 
tax  treatment  on  the  principal  and 
interest.  The  catch:  The  plan  has  to  be 
available  to  everyone  in  any  company 
that  implements  it. 

Let's  say  your  company  sets  up  a 
401(k)  and  you  end  up  deferring  5%  of 
your  income,  or  $7,500.  That  sum  is 
treated  as  a  company  contribution  to 
a  qualified  savings  plan  and  therefore 
not  taxed.  Years  later,  when  you  take 
the  money  in  a  lump  sum,  the  total 
proceeds  are  subject  to  ten-year  for- 
ward averaging.  This  means  you  di- 
vide the  total  by  10,  use  the  ordinary 
single-taxpayer  rate  to  find  the  tax, 
and  multiply  the  result  by  10.  Even 
when  the  lump  sum  exceeds 
$100,000,  the  total  tax  bite  rarely  is 
more  than  15%. 

As  with  IRAs,  your  money  is  un- 
touchable (in  theory)  until  you  reach 
age  59'/2.  (With  an  IRA  you  pay  a  10% 
penalty  on  any  cash  that  you  with- 
draw early — plus  the  ordinary  tax.)  In 
the  401jk)  plan  there  is  no  penalty, 
but  it's  a  lot  harder  to  claim  the  mon- 
ey early.  The  only  way  to  do  it  easily 
is  to  leave  your  company. 

If  you  have  real  clout,  you  can  nego- 
tiate a  supplemental  retirement  bene- 
fit plan.  This  would  provide  a  heftier 
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Measuring  your  nest  egg 


Most  pensions  work  like  this.  At  years  employed,  e.g.,  $100,000  sal- 
age  65,  take  1.5%  of  average  pay  ary  times  1.5%  equals  $1,500, 
over  last  5  years,  and  multiply  by    times  20  years  means  $30,000. 


Retirement 
income 


$110,000 


100,000 


10,000 


i 


10  15  20  25  30 

Years  of  service  at  retirement 


35 


40 


pension  than  the  company  could  con- 
fer under  a  qualified  plan.  Such  agree- 
ments are  commonly  used  to  make  up 
for  what  TEFRA's  ceiling  takes  away 
from  highly  paid  executives'  pen- 
sions. Of  course,  these  agreements  are 
not  insured  by  the  government  (as 
qualified  pensions  are)  and  thus  could 
become  meaningless  were  the  com- 
pany to  go  bankrupt. 

The  "key  man"  life  insurance  poli- 
cy is  another  supplemental  benefit  for 
the  employees  most  valued.  The  com- 
pany pays  the  premiums,  and  when 
the  executive  retires  he  gets  the  cash 
value  of  the  policy,  including  appre- 
ciation, in  a  lump  sum.  If  he  dies 
before  retiring,  the  company  gets  back 
what  it  has  contributed  in  premiums, 
and  the  widow  receives  the  remainder 
of  the  settlement. 

4.  How  significant  is  my  pension  plan  in 
relation  to  the  rest  of  my  compensation 
package? 

A  modest  pension  plan  might  be 
offset  by  an  otherwise  strong  compen- 
sation package.  "It's  common  in  com- 
panies just  getting  started  not  to  lock 
themselves  into  a  pension  plan  imme- 
diately," says  Susan  Koralik,  a  partner 
at  Hewitt  Associates,  an  actuarial 
consulting  firm.  "Rather,  they  will 
offer  a  profit-sharing  plan,  saying  in 
effect,  'If  we  make  profits,  we'll  share 
them  with  you  by  setting  something 
aside  for  your  retirement.'  " 


Such  companies  as  Sears,  Polaroic 
and  Xerox  started  out  with  profit  shar- 
ing but  no  pension  plans,  and  many  ol 
their  original  employees  retired  with 
a  fortune. 

A  modest  pension  plan,  or  none  al 
all,  might  also  be  compensated  foi 
with  medical  coverage  for  retirees/ 
Here,  the  company  might  make  up  foi 
part  of  what  Medicare  doesn't  cover 
Getty  Oil  has  such  a  plan  for  toj, 
executives. 

Life  insurance  is  also  sometimes  of 


fered.  Instead  of  letting  an  employee's 
coverage  drop  at  his  retirement  frond 
two  times  salary  to,  say,  a  tokei 
$5,000,  the  company  will  continue  to 
pay  the  premiums  on  the  preretire 
ment  rate  of  coverage.  United  Tech 
nologies,  for  example,  has  such  a  plar 
for  key  executives.  The  maximum 
coverage  is  no  less  than  seven  time: 
annual  base  salary. 

5.  If  I  switch  jobs,  what  should  I  keep  it, 
mind  about  old  and  new  pensions? 

If  you're  considering  a  new  job,  lool 
at  your  present  pension  and  see  i 
you'll  be  able  to  take  any  benefit] 
with  you.  Most  plans  call  for  straigb 
ten-year  vesting,  entitling  you  to  al 
the  benefits  you  have  accrued  on  you 
ten-year  anniversary.  But  if  you  leav 
on  the  previous  day,  you  get  nothing 

"Not  many  people  make  importan 
job  decisions  with  the  pension  loom 
ing  large  as  a  consideration,"  sa 
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Piercer's  Lloyd  Kaye.  "But  it  does 
lave  some  value.  You're  40,  say,  and 
rou  have  nine  years  of  service  and 
'ou're  giving  up  your  accrued  pension 
vhen  you  leave.  Maybe  it  amounts  to 
15,000  a  year.  That's  worth  some- 
hing,  and  if  you're  in  a  position  to 
legotiate  with  your  next  company, 
ry  and  do  it." 

>.  If  my  company  merges,  what  will  bap- 
en  to  my  benefits? 

Two  big  companies  merging  might 
tave  a  dozen  pension  plans  each,  and 
itting  these  together  is  no  easy  task, 
or  example,  employees  of  Allied  and 
endix,  which  merged  in  September, 
/on't  know  how  their  plans  will  be 
redded  until  sometime  next  year. 
•  In  such  cases,  both  companies 
ould  go  on  maintaining  separate 
lans,  but  more  often  the  plans  will  be 
)ined  in  some  fashion.  Your  only 
uarantee  in  a  merger  is  that  the  pen- 
ion  covering  you  will  not  bestow  less 
lan  the  amount  you  would  have  re- 
vived if  your  plan  were  terminated 
n  the  day  of  the  merger.  However, 
here  is  no  guarantee  for  the  future; 
ou  could  get  stuck  with  a  worse  plan. 

.  Is  it  likely  my  company  won 't  be  able  to 

ay  me  my  full  benefits? 

i  "The  adequacy  of  a  pension  plan 

ill  always  depend  upon  the  health  of 
[company,"  says  Kaye. 
:  "The  fact  that  the  pension  plan  is 
pt  fully  funded  at  any  point  is  not 
|  itical  if  you  know  that  the  company 

profitable.  Some  companies  choose 
i)  fund  their  plans  at  as  low  a  rate  as 
lossible.  It  is  nice  to  have  a  fully 
anded  plan,  but  that  doesn't  mean 
ou  should  panic  if  your  plan  is  under- 
winded,"  Kaye  adds.  "The  essence  is: 
low  strong  is  your  company?" 


How  do  you  tell  how  well  funded 
the  plan  is?  The  first  thing  to  do  is  call 
the  company's  benefits  manager  and 
ask  for  Form  5500,  which  your  com- 
pany files  every  year  with  the  Labor 
Department.  If  you  can't  get  a  copy 
from  your  benefits  office,  call  Insur- 
ance Research  Inc.  (202-638-1984). 
For  $15  plus  a  small  copying  and  post- 
age fee,  this  Washington  firm  will 
send  you  a  copy  of  the  Form  5500  you 
ask  for. 

The  important  lines  are  6C,  which 
tells  the  value  of  the  plan's  assets,  and 
6D,  which  tells  the  vested  benefits. 
(Vested  benefits  are  the  estimated 
current  legal  obligations  of  the  plan — 
and  thus  of  the  company  itself — that 
eventually  must  be  paid  to  all  vested 
employees.) 

If  assets  are  greater  than  benefits, 
the  plan  should  be  in  good  health.  But 
if  benefits — i.e.,  liabilities — are  great- 
er, don't  panic.  Says  Michael  Jones,  a 
partner  and  actuary  at  Hewitt  Asso- 
ciates, "The  figures  in  the  report  are 
probably  the  best  information  you  can 
get  from  public  sources.  But  the  num- 
bers can  be  distorted. 

"I  have  some  clients  who  want  to 
understate  the  liabilities  quite  a  bit," 
he  explains,  "so  that  shareholders  and 
the  financial  community  think  the 
plan  is  healthier  than  it  really  is.  I 
have  other  clients  who  want  to  over- 
state the  liabilities  tremendously  so 
that  the  company  won't  look  like  a 
good  takeover  candidate." 

8.  If  my  company  goes  bankrupt,  what 
will  happen  to  my  pension? 

The  fact  that  your  company  is  in 
Chapter  1 1  does  not  have  that  much 
of  an  effect.  The  company  will  typi- 
cally keep  the  pension  plan  going.  It 
may  forgo  contributions  for  a  couple 


The  cost  of  early  retirement 


No  wonder  companies  like  early  outs.  A  55-year-old  executive  with  20  years 
in,  whose  average  pay  over  five  years  is  $  100,000,  gets  $  1 8,000  a  year  quitting 
early.  A  decade  later,  assuming  raises,  he  could  get  $88,522  a  year  for  life. 
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Source  Hewitt  Associates 

of  years,  but  as  long  as  it  doesn't  be- 
come insolvent,  pension  plans  will 
continue  to  be  administered.  If  the 
company  is  liquidated,  the  plan  is  ter- 
minated, but  you  are  protected  to  the 
extent  that  the  plan  has  assets  to  pro- 
tect the  benefits. 

If  assets  are  inadequate,  the  Pension 
Benefit  Guarantee  Corporation — sort 
of  an  FD1C  for  private  pension  plan 
operators — assumes  all  debts.  Re- 
member, however,  the  PBGC  guaran- 
tee stops  just  short  of  $17,000  per 
year.  Says  Kaye,  "In  such  cases,  ex- 
ecutives whose  pensions  are  far  in 
excess  of  PBGC  guarantees  some- 
times really  take  a  bath."  PBGC's  big- 
gest rescuees  to  date:  White  Motor, 
Allenwood  Steel  and  Braniff. 

9.  Can  I  afford  to  retire  early? 
Companies  sometimes  encourage 

early  retirement,  figuring  the  savings 
in  salaries  and  other  benefits  will 
outweigh  the  costs  of  starting  the 
benefits  early. 

Du  Pont,  for  example,  recently 
granted  early  retirement  to  more  than 
900  employees,  representing  almost 
7%  of  the  firm's  professional  and 
managerial  staff.  Estimated  savings  to 
the  company:  $30  million. 

Most  often,  however,  the  company 
penalizes  early  retirees  by  reducing 
benefits  a  certain  percentage  for  every 
year  short  of  retirement  age  (see  table, 
below). 

But  some  large  organizations  offer 
the  opportunity  to  retire  at  62,  or  even 
at  60,  without  reduction  in  benefits. 
Others  allow  you  to  do  so  after  30 
years  of  service,  regardless  of  your  age. 
The  typical  retirement  age  nowadays 
is  62. 

10.  As  a  retiree,  how  can  I  get  the  com- 
pany to  increase  my  benefits? 

Basically,  you  can't.  Corporate 
plans  don't  normally  have  cost-of-liv- 
ing allowances. 

Says  Kenneth  Keene,  a  director  of 
the  insurance  brokerage  firm  of  John- 
son &  Higgins,  "You  have  lost  your 
clout  unless  you  have  made  a  deal 
beforehand." — Kevin  McManus 

Flying  for  freebies 

It's  time  to  take  those  airline  fre- 
quent-flier programs  seriously,  if 
you  haven't  already.  Annoying  as  it 
may  be  to  fly  certain  carriers  all  the 
time  and  to  keep  an  eye  peeled  for 
"bonus  miles,"  added  when  flying 
through  certain  cities  or  during  cer- 
tain times  of  the  year,  the  goodies 
being  offered  are  too  substantial  to 
ignore. 

At  stake  are  free  ship  cruises  for 
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HOLIDAY  ffM 
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A  shopping  guide  for  personal 
and  business  holiday  gift-giving 
offered  by  a  select  group 
of  consumer  product  advertisers 
in  Forbes  \ 


The  Chinese 
Laequer  Watch. 


Only  by  8.T.  Da/unit. 

From   Paris  and  the  world 
renowned  master  craftsmen  of 
S.T.  Dupont  comes  a  watch 
combining  a  precise  Swiss 
quartz  movement  with 
the  incomparable 
beauty  of  authentu 
Chinese  lacquer.  A 
timepiece  of  classic 
design  accurate  to 
within  sixty'  sec- 
onds per  year-  For 
more  informa- 
tion write:  S.T. 
Dupont,  215 
First  Street, 
Cambridge, 
MA  02142. 


I  A, 


i 


THE  ULTIMATE 
IMPORTED  FRENCH  LIQUEl 

The  original,  and  Grand  Marnier  Cuvee  du  Centenaire  lim: 
editions  created  to  celebrate  the  centenary  of  the  renowned 
Marnier-Lapostolle  distillery.  750ml.  Send  gift  nationwide. 
Phone  800-528-6148  (except  where  prohibited  by  law). 

Grand  Marnier  Liqueur  80°  proof.  Carillon  Importers,  ltd.,  NY,  NY.  © 


I 


For  the  man  of  impeccable  taste.  

\LSTON  Fragrances.  A  holiday  collection 
of  gift  items  available  in  the  warm,  sexy 
Z-14  or  fresh,  crisp  1-12  fragrance. 
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TIMEX  INTRODUCES  THE  9995  COMPUTER. 

Timex  presents  a  gift  that  can  change  the  way  people 
live,  learn  and  think.  For  $99.95,  the  Timex  Sinclair  1000™ 
has  the  power  of  computers  costing  hundreds  more.  And  its 
price  includes  all  necessary  equipment  plus  a  step-by-step 
learning  guide.  Give  someone  the  future.  Now. 


TIMEX 


iincteir-  ionn 


THE  POWER  IS  WITHIN  YOUR  REACH 


'Suggested  retail  price 


imex  Computer  Corporation.  1982 


fEX.  WE  MAKE  CHRISTMAS  BEAUTIFUL. 

p  beauty  and  technology  make  the  ulti- 
f  in  quartz  so  easy  to  give.  Analog  and 
al  watches  in  over  100  styles  for  men 
women.  Sleek.  Modern.  Irresistible, 
ci  $12.95  to  $79-95  (suggested  retail 
2s).  Great  design  and  great  beauty  are 
expensive.  Just  rare. 

imex.  We  make  technology  beautiful. 


SOP  COURVOISIER  COGNAC 


brld-famous  cognac  of  Napoleon,  appearing 
right  now  on  the  season's  most  distinguished 
gift  lists.  A  gift  fit  for  an  emperor. 
Or  a  few  close  friends.  Superb 
quality  and  handsome  pack- 
aging makes  VSOP  a  uery 
special  gift. 


Imported  by  WA  Taylor  &  Co.,  Miami,  Florida,  80 
proof,  sole  distributor  G.SA  1981 

To  order  Couruoisier  call  800-432-2166 

In  Arizona  call  957-4923 
Void  where  prohibited  by  law. 


Personal 
Affairs 


two;  30  days'  free  travel  for  a  couple  to 
anywhere  in  the  world;  substantial 
discounts  on  hotels  and  car  rentals; 
and  gifts  ranging  from  free  cocktails 
to  luggage. 

The  idea  of  rewarding  frequent 
business  travelers  was  hatched  by 
Western  Airlines  in  1980,  but  didn't 
really  get  off  the  ground,  so  to  speak, 
until  American  got  into  the  act  a  year 
later.  Then  the  skies  opened  (sorry), 
until  virtually  every  major  carrier  in 
the  country  now  has  some  sort  of  plan 
to  reward  passengers  who 
rack  up  lots  of  trips  on 
their  planes.  Of  22  major 
airlines  contacted  by 
Forbes,  13  have  bonus 
plans  for  frequent  fliers, 
and  2  others  (Southwest 
and  Midway)  offer  dis- 
counts on  blocks  of  tick- 
ets purchased  in  advance. 

In  addition,  flights  on 
some  foreign  and  com- 
muter airlines  count  as 
miles  traveled  with  desig- 
nated major  U.S.  carriers. 
Also,  by  staying  at  certain 
hotels  or  renting  from  cer- 
tain auto  agencies  you  can 
get  credit  on  some  carri- 
ers' plans.  It  all  may  be  complicated, 
but  you  could  easily  wind  up  with  a 
free  vacation  trip  "earned"  while  trav- 
eling on  company  time.  Herewith  a 
brief  guide  to  what  major  airlines  are 
offering  these  days. 

American  Airlines — Its  Air  Advan- 
tage program  was  the  model  for  the 
industry.  Tote  up  as  many  miles  as 
you  can  in  a  specified  period;  with 
American  the  time  frame  is  12 
months.  After  12,000  miles  you  get  a 
first-class  upgrade;  at  20,000  miles 
you  get  25%  off  on  any  round-trip 
ticket;  after  50,000  miles  a  free  first- 
class  round-trip  ticket  anywhere,  plus 
first-class  upgrade  for  a  companion. 
Fly  75,000  miles  and  you  get  two  first- 
class  round-trip  tickets  anywhere  on 
American's  system.  (The  most  popu- 
lar destination  has  been  Hawaii.) 

British  Airways — Is  cooperating 
with  American  so  that  flights  can  be 
credited  on  your  American  plan.  And 
bonuses  earned  on  American  can  like- 
wise be  used  on  BA,  starting  with  free 
upgrades  from  first  class  to  Concorde 
flights  after  20,000  miles,  on  up  to 


free  round-trip  transatlantic  tickets 
after  60,000  miles.  Lately,  American 
has  even  thrown  in  free  or  discounted 
cruises  on  Holland  America  Lines. 
Note:  As  with  other  programs,  once 
you  cash  in  at  any  level,  you  have  to 
go  back  to  ground  zero. 

Braniff — Whoops.  Let  this  serve  as  a 
reminder  that  if  the  airline  you  fre- 
quently fly  goes  out  of  business  before 
you  claim  your  freebies,  you  are  out  of 
luck.  And  Braniff  had  a  very  competi- 
tive frequent-flier  program. 

Continental — Just  started  its  pro- 
gram in  October.  Depending  upon 
miles  flown,  passengers  can  get  up- 
grades, discounts  or  free  tickets  on 
Continental  or  its  sister  lines,  New 
York  Air  and  Texas  International. 
And  mileage  can  be  accumulated  on 
all  three. 

There  are  also  deals  with  Hilton 


Hotels  and  National  Car  Rental.  You 
can  use  miles  for  discounts;  or  con- 
versely, stay  at  Hilton  and  drive  Na- 
tional to  add  to  your  mileage  total. 

Delta — You  can  earn  miles  on  some 
35  regional  commuter  lines  and  Air 
California,  as  well  as  on  Delta  flights. 
And  you  can  use  your  flight  credits  on 
Avis  and  Alamo  car  rentals  and/or  at 
Marriott  hotels.  Or  use  car  rentals  and 
hotel  stays  to  boost  your  mileage  to- 
tal. A  new  wrinkle  just  added:  Delta's 
frequent  fliers  can  pay  $10  to  $30  per 
flight  to  get  a  confirmed  first-class 
seat  and  still  get  mileage  credit.  Most 
common  destinations  of  those  earn- 
ing free  flights  are  San  Francisco  and 
Bermuda. 

Eastern — The  award  level  starts  at 
10,000  miles  with  the  usual  bonuses 
and  discounts.  But  the  100,000-mile 
flier  can  elect  to  a  life  membership  in 
the  Ionosphere  Club  instead  of  the 
usual  pair  of  round-trip  first-class 
tickets  (earned  at  90,000  miles  on 
Eastern).  The  line  credits  frequent 
travelers  with  1,000  miles  for  even 
short  flights  (including  the  Boston- 


New  York-Washington  shuttles)  and 
also  credits  trips  on  five  commute! 
airlines,  mainly  in  Florida.  Eastern  iq 
tied  into  Hertz  and  General  car  rent 
ers.  Most  frequent  fliers  use  free  tick 
ets  to  go  to  Mexico  or  the  Caribbean. 

Northwest  Orient — Its  simple  seg 
ment  system  (you  get  credit  for  trips 
not  miles)  began  last  July.  If  you  fh] 
any  ten  one-way  segments  costing 
$100  or  more  before  July  1,  1983,  yoij 
get  a  free  trip  anywhere  in  the  conti 
nental  U.S.  Fly  more  trips,  and  yoii 
can  qualify  for  Hawaii  and  internal 
tional  destinations.  There  are  bonuses 
for  certain  segments,  too.  Most  freei 
trip  redeemers  opt  for  Hawaii. 

Pan  American — Also  late  to  thi 
game  (last  July).  Pan  Am's  World  Pas) 
program  starts  at  10,000  miles  wid 
seat  upgrade  and  builds  to  a  free  pasj 
good  for  30  days  anywhere  on  Paij 
Am's  system  once  you  loj 
100,000  miles.  Or  let  thai 
ride  to  175,000  miles  am 
you  get  two  month-lonj 
passes,  first  class.  One  ke? 
advantage  on  Pan  Am' 
program:  You  accumulati 
miles  whether  you  fly  do 
mestic  or  foreign,  and  ba 
nuses  are  good  on  both  do 
mestic  and  foreign  flights 
Republic — Its  curren) 
program  expires  at  the  en< 
of  December,  but  a  nev 
one  will  start  next  yeai 
As  with  Northwest,  yol 
earn  bonuses  for  the  num 
ber  of  flights,  not  th 
miles  racked  up.  Thre 
trips  earn  you  a  seat  upgrade  (coach  tl 
business  class)  or  a  leather  accessor) 
Six  trips  get  you  a  half-price  ticket 
nine  get  you  a  freebie  anywhere  d 
Republic's  system;  fifteen  earn  yo| 
two  round-trip  tickets  anywhere. 

TWA — You  accumulate  mileage  oi 
domestic  flights,  but  can  use  bonusa 
on  domestic  or  international.  Th 
program  starts,  as  do  many,  at  10,00 
miles,  with  a  seat  upgrade,  and  a 
60,000  miles  you  get  two  free  econo 
my  tickets  for  any  internations 
flight. 

United— Starting  at  10,000  mile 
with  a  seat  upgrade  and  an  Avis  rente 
car  upgrade,  the  program  builds  unti 
at-75,000  miles,  you  get  two  first-clas 
round-trip  tickets  anywhere  on  Uni 
ed,  plus  two  50%  weekend  discounl 
at  Westin  hotels  and  on  Avis  cari 
United  also  throws  in  special  bonuse 
from  time  to  time.  Accumulate 
7,000  miles  between  October  16  an 
December  15,  for  example,  entitle 
plan  participants  to  one  free  first-clas 
trip  anywhere  on  the  system,  plus  or 
companion  upgrade  certificate.  An 
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1983  FORDi^Sf  CROWN  VICTORIA 


riaior  1983.  Quiet.  Smooth  riding 
size.  With  comfort  and  luxury  for  six  pas- 
gers.  Standard  this  year  is  a  5.0  liter  fuel 
jcted  engine  with  automatic  overdrive 
ismission.  Rich  velour  fabrics,  thick  car- 
ng  and  warm  woodtones  create  a  quiet 

,t  together-Buckle  up. 


place  for  you  to  relax,  While  a  solid  steel  f ra 
and  remarkable  sound  insulation  make  it 
clear  You're  riding  in  a  truly  fine  automobile. 

LTD  Crown  Victoria  for  1983.  In  two-  and  foui 
door  models.  It's  so  rewarding  to  own  one.  Isn 
it  nice  to  know  you  still  can? 


HAVE  YOU  DRIVEN  A  FORD... LATELY? 


FORD  DIVISION 


Personal 
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before  Dec.  15,  flights  to  or  through 
Chicago  and  Denver  count  double; 
there  are  several  other  such  bonus 
destinations.  Also,  prior  to  Dec.  15,  if 
you  are  enrolled  in  the  Mileage  Plus 
program,  you  get  free  cocktails,  wine 
and  beer,  or  use  of  headsets  on  any 
United  flight  in,  through  or  from  Chi- 
cago and  Denver. 

Western — Bonuses  begin  at  only 
5,000  miles — an  upgrade  to  first  class 
and  an  upgrade  on  an  Avis  car  rental. 
At  30,000  miles,  you  get  one  free  tick- 
et to  Mexico  or  Hawaii,  plus  a  dis- 
count on  an  Avis  car;  at  150,000  miles 
you  get  a  full  vacation  for  four,  any- 
where Western  flies,  including  first- 
class  tickets  and  a  free  Avis  car  for 
five  days. 

It's  easy  to  sign  up  for  any  of  these 
bonus  programs;  you  can  do  so  at 
most  ticket  counters,  travel  agencies, 
or  by  calling  the  airline  and  asking  for 
an  application.  Keeping  track  of  your 
mileage  is  something  else.  Some  car- 
riers automatically  keep  tabs;  others 
require  you  to  fill  out  vouchers  trip  by 


trip,  which  are  then  validated. 

Companies  whose  employees  do  a 
lot  of  traveling  are  getting  more  and 
more  concerned  about  all  these  fre- 
quent-flier programs,  for  three  rea- 
sons. First,  since  the  bonuses  usually 
are  racked  up  on  company  time,  a  few 
firms  consider  the  bonuses  company 
property.  One  medium-size  firm 
saved  $10,000  in  nine  months  from 
only  one  carrier. 

A  second  concern,  even  if  the  com- 
pany chooses  to  ignore  bonus  pro- 
grams, has  to  do  with  tax  accountabil- 
ity. While  the  IRS  has  not  yet  made  a 
ruling,  the  bonuses  offered  by  the  air- 
lines, hotels  and  car  rental  firms  could 
be  considered  taxable  compensation 
from  the  employers  and,  therefore, 
may  have  to  be  reported  on  the  em- 
ployees' W-2  statements. 

The  third  concern  is  more  obvious: 
employees'  taking  unnecessary  trips 
or  using  circuitous  routing,  or  favor- 
ing certain  hotels  and  car  renters  in 
order  to  earn  bonuses. 

It  may  develop  that  companies  will 
have  to  keep  closer  tabs  on  all  em- 
ployee travel  and,  if  the  IRS  insists, 
even  issue  W-2s  to  employees  earning 
freebies.  But  that  isn't  discouraging 
the  airlines,  which  love  the  programs. 
At  least  one  carrier  has  already  stated 
it  will  gladly  inform  corporations 
which  of  its  employees  have  earned 
what.— W.G.F. 


Loose  ends 


W'  illiam  Agee  caught  a  lot  of  flak 
for  having  a  "golden  parachute" 
clause  in  his  contract  with  Bendix, 
meaning  he  will  not  suffer  financially 
for  quite  some  time  if  he  is  forced  out 
of  the  company  after  it  is  digested  by 
Allied.  But  a  recent  study  shows  that 
over  60%  of  the  top  executives  of 
America's  1,000  largest  firms  also 
have  such  protection.  Max  M.  Uhl- 
rich,  president  of  Ward  Howell  Inter- 
national, a  leading  executive  search 
firm,  which  conducted  the  study, 
says,  "More  and  more  executives 
want  to  be  sure  that  if  their  jobs  can't 
be  protected,  at  least  their  compensa- 
tion will  be."  The  study  found  that: 
Golden  parachutes  have  become  more 
widespread  in  the  last  three  years; 
most  companies  protect  2  to  5  key 
executives,  although  a  few  protect 
more  than  60;  most  contracts  run  for 
more  than  five  years.  Now,  how  about 
golden  parachutes  for  lesser  mortals 
who  get  laid  off  because  their  bosses 
make  dumb  mistakes? 

The  Orient  Express  is  a  luxurious  but 
long  way  to  travel  from  London  to 


Venice.  But  suppose  you  only  want  to 
take  a  short  train  ride  in  Britain  on  the 
revived  Pullman  coaches?  There  aje 
now  one-day  tours,  on  the  same  car- 
riages, from  London  to  Leeds  Castle 
for  $95.  Contact  Venice  Simplon  Ori- 
ent-Express, One  World  Trade  Center, 
Suite  2847,  New  York,  N.Y.  10048. 

Tax  shelters,  just  as  the  Internal  Rev- 
enue Service  promised,  are  indeed  un- 
dergoing a  lot  closer  scrutiny.  Accord- 
ing to  Investors  Tax  Shelter  Report,  near- 
ly a  quarter-million  individual  tax 
returns  of  taxpayers  showing  limited- 
partnership  income  or  deductions  are 
being,  or  soon  will  be,  audited.  In  one 
category  alone,  oil  and  gas  shelters, 
there  are  20,488  returns  under  audit. 
The  IRS  has  completed  5,561.  In  those 
cases  the  IRS  succeeded  in  getting 
47%  of  audited  taxpayers  to  fork  over 
more  taxes,  totaling  $3.1  billion.  An- 
other 2,142  (38%)  are  challenging  the 
audit  results,  which  total  another 
$16.9  billion  in  potential  added  tax 
liability.  Only  15%  of  the  audits  so  far 
have  resulted  in  no  change  in  taxpay- 
ers' returns. 
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These  and  many  other  fine  stl 
know  what  you  expect: 


ANN  TAYLOR 
Throughout  the  U.S. 

BALLY  SHOES 
Throughout  the  U.S. 

B.  DALTON  BOOKSELLERS 
Throughout  the  U.S. 

BLOOMINGDALE'S 
New  York  area,  Philadelphia  and 
Washington,  D.C. 

BROOKS  BROTHERS 
New  York,  and  throughout  the  U.S. 

BURBERRY'S  LTD. 
New  York,  Chicago,  San  Francisco,  arj 
London 

CARSON  P1R1E,  SCOTT  &  CO| 
Throughout  Illinois 

CUSTOM  SHOP 
Throughout  the  U.S. 

FRED  JOAILLIER 
Beverly  Hills,  Houston 

HERMAN'S  WORLD  OF 

SPORTING  GOODS 
Northeastern  and  Central  U.S. 

JORDAN  MARSH 
New  England  and  Florida 

LILLIE  RUBIN 
Throughout  the  U.S. 

LORD  &  TAYLOR 
New  York,  and  other  major  U.S.  citie: 

MACY'S 

New  York,  California  and  the  Midwes. 

MARK  CROSS 
Throughout  the  U.S. 

PACIFIC  STEREO 
Throughout  the  U.S. 

POLO/RALPH  LAUREN  SHOP 
Washington,  D.C,  and  other  U.S.  ci 

SAKOWITZ 
Houston,  Dallas,  Amarillo  and  Scotts 
Arizona 

SCANDINAVIAN  DESIGN 
Throughout  the  Northeast 

TIFFANY  &  CO. 
New  York,  and  throughout  the  U.S. 


If  you'd  like  to  apply  for  the 
American  Express  Gard,  look] 
for  an  application  display  in 
these  stores  or  wherever  the 
Card  is  welcomed.  Orcal 
1-800-528-8000. 


The  American  Express  G 
Don't  leave  home  withou 
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WHEN  YOU  SHOP  THESE  STREETS, 
THE Y  KNOW  WHAT  YOU  EXPECT. 

you're  an  American  Express  Cardmember,  the  So  whether  you're  shopping  your  favorite  street 

b  on  these  streets  know  you.  They  know  the  kind  in  town  or  a  new  street  you  discover  in  your  travels, 

.eresting  and  beautiful  things  you're  looking  for.  these  stores  will  be  ready  for  you.  You're  an  American 

you  respond  to  quality,  style  and  innovation.  Express  Cardmember.  They  know  what  you  expectr 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an 
offer  to  buy  these  securities  The  offer  is  made  only  by  the  Prospectus 


New  Issue  /  October  25.  1982 

6,000,000  Shares 

BankAmerica 

CORPORATION 

Cumulative  Adjustable  Preferred  Stock,  Series  A 

(Stated  Value  $50  Per  Sharel 


The  dividend  rate  for  the  dividend  periods  ending  November  30,  1982  and  February  28.  1983  will  be  10 .25% 
per  annum.  For  each  quarterly  period  thereafter,  dividends  on  the  Preferred  Stock  will  be  at  the 
Applicable  Rate.  The  Applicable  Rate  for  each  dividend  period,  determined  in  advance  of  such 
period,  will  be  (a)  2.00%  less  than  (b)  the  highest  of  the  three  month  U  S  Treasury  bill 
rate,  the  U.S.  Treasury  ten  year  constant  maturity  rate  and  the  U  S.  Treasury  twenty 
year  constant  maturity  rate  .  However,  the  Applicable  Rate  for  any  dividend  period 
will  in  no  event  be  less  than  6  50%  per  annum  or  greater  than  14.50%  per  annum. 


Price  $50  per  share  and  accrued  dividends, 
if  any,  from  the  date  of  issue. 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State 


Salomon  Brothers  Inc  Blyth  Eastman  Paine  Webber 

Incorporated 

Goldman,  Sachs  &  Co. 

The  First  Boston  Corporation 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch.  Pierce.  Fenner  &  Smith  Incorporated 

Dean  Witter  Reynolds  Inc. 

Lehman  Brothers  Kuhn  Loeb  Warburg  Paribas  Becker  Bache  Halsey  Stuart  Shield 

Incorporated  A  G  Becker  Incorporated 

Bear,  Stearns  &  Co.  Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Drexel  Burnham  Lambert        E.  F.  Hutton  &  Company  Inc.        Keefe,  Bruyette  &  Woods,  Inc.        Kidder,  Peabody  &  Co 

Incorporated  Incorporated 

Lazard  Freres  &  Co.  L.  F.  Rothschild,  Unterberg,  Towbin  M.  A.  Schapiro  &  Co.,  Inc 

Shearson/American  Express  Inc.  Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc 

Incorporated 

Bateman  Eichler,  Hill  Richards  Alex.  Brown  &  Sons  Crowell,  Weedon  &  Co.  A.  G.  Edwards  &  Sons,  Inc 

Incorporated 

Hambrecht  &  Guist  Ladenburg,  Thalmann  &  Co.  Inc.  Montgomery  Securitie 

Moseley,  Hallgarten,  Estabrook  &  Weeden  Inc.  Oppenheimer  &  Co.,  Inc.  Robertson,  Colman,  Stephens  &  Woodmai 
Stone  &  Youngberg  Sutro  &  Co.  Thomson  McKinnon  Securities  Inc.  Tucker,  Anthony  &  R.  L.  Day,  Inc 

Incorporated 
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The  Forbes/Wilshire  5000  Review 


ie  chip  profit  taking.  When  the  Dow  crosses  1000,  it 
a  signal  to  many  investors  to  cash  in  on  some  of  their 
ns.  This  is  just  what  happened  over  the  last  two  weeks, 
idoubtedly,  some  of  the  newfound  profits  moved  into 
;ondary  issues.  The  Dow  fell  0.1%  while  NASDAQ  and 
nex  stocks  advanced  4%  and  1.9%,  respectively.  For  the 
t  month  the  secondary  issues  are  several  percentage 
jints  ahead  of  the  Dow  and  the  NYSE, 
in  mid- August  the  price/earnings  ratio  of  the  broad- 
sed  Wilshire  was  around  7.  The  Wilshire  is  now  selling 


at  10  times  earnings.  That's  pretty  high  by  current  stan- 
dards, but  Wall  Street  now  looks  for  higher  earnings  next 
year.  Should  corporate  earnings  continue  to  deteriorate, 
this  multiple  would  look  very  dicey. 

Of  the  investor  yardstick  groups,  high  and  low  P/E 
stocks  were  in  demand  as  buyers  sought  out  both  growth 
and  potentially  undervalued  situations.  High-growth  is- 
sues, in  particular,  advanced  19%  over  the  last  four  weeks. 
The  least  favored  groups,  low-volatility  and  high-yield 
stocks,  nevertheless  managed  gains  of  8%  or  better. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

ercent  change 

Wilshire 
5000 

Forbes 
500 1 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

a  last  4  weeks 

10.2 

9.1 

9.3 

9.9 

13.0 

12.7 

last  52  weeks 

7.8 

NA 

16.3 

8.9 

2.5 

8.9 

Stock  performance  based  on  five  key  investor  yardsticks 




ercent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

i  last  4  weeks 

17.3 

8.0 

13.7 

14.5 

8.1 

15.5 

19.0  . 

9.6 

11.2 

11.9 

last  52  weeks 

18.2 

19.9 

2.9 

30.4 

21.2 

27.7 

21.9 

21.1 

12.2 

12.0 

Not  available. 
<  ed  on  sales. 

•lock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
uantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 

■  All  data  for  periods  ending  10/29/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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W  here  The  Action  Is 


Auto  sales  down,  stocks  up.  While  the  public  shunned 
Detroit's  cars,  investors  were  buying  its  stock.  Over  the 
last  two  weeks  General  Motors  and  Ford  both  registered 
more  than  10%  gains,  and  this  helped  propel  consumer 
durables  to  lead  all  nine  sectors  with  an  8.2%  advance. 
Technology  issues  held  on  to  a  4.5%  gain.  Several 


NASDAQ  computer  stocks  such  as  Apple,  Convergent 
Technology,  Intel  and  Tandem  were  especially  hot  during 
the  first  half  of  the  recent  two-week  period.  On  the  other 
hand,  energy  issues  once  again  fell  out  of  favor  as  they 
went  from  a  13.8%  gain  in  the  previous  report  to  a  7.4% 
loss  over  the  last  two  weeks. 


Percent  change  in  last  52  weeks  Percent  change  in  last  two  weeks 


Capital  goods 


25 


I  I  I  I  I  I  M  I  I  I  I  I  I  I  I  I  I  I  I  I 


Energy 

+  25 

-25 

o 

1  1  1  1  1  1  1  1  1 

1  II  1  1  1  1  1  1 

MINI 

'81  1 

'82 

Technology 

+  25  ✓ 

0                       >  ^ 

-25 

1  1  1  |  1  1  1  1  1  1  1 

II  1  1  1  1  1 

i  i  i  i  i  i 

■81  1 

'82 

Consumer  durables  t 

+  25 

o     ^    ■  V  ' 

-25 

1  1  1  1  1  1  1  1  1  1  1  i  1  II  1  1  1  1 

1  1  1  1  1  1 

'81  1  '82 

Finance 

+  25 

-25 

II  1  I  1  1  1  1  1  1  1 

1  1  1  1  1  1  1  1 

1  1  1  1  1  1 

'81  ' 
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Transportation 

+  25 

-25 

1  +  2.7  1 

1  1  1  1  1  1  1  1  1  1  1  1 

1  U.I  1  1 

MINI 

'81  1 

'82 

Consumer  nondurables  and  services 
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Mill 

11111)111111 

MM 

1  1  1  1 

'81  1 
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Raw  materials 
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Utilities 

+  25 
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What  The  Analysts  Think 


An  unusual  bottom-dweller.  Again  analysts  placed  con-  greatest  market  gains.  And  though  this  sector  ranked  last, 
sumer  durables  at  the  bottom  of  their  buy  list.  Yet  for  the  current  analyst  opinion  ( 1  is  a  strong  buy,  5  a  strong  sale 
last  two  and  four  weeks,  consumer  durables  show  the    has  improved  from  two  weeks  ago. 


The  experts'  consensus 

2.32 

2.40 

2.56  *™ U*-"'H 

i  r — v 

2.64                                 \       /  \ 

2.72 

 1 — 1 — 1 — 1 

i,i  i  i  iii.. 

O    N    D    J    F  M 

A  M    J    J     A   S  O 

Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Technology 

2.43 

1 

1 

2 

Capital  Goods 

2.53 

4 

3 

3 

Utilities 

2.66 

2 

2 

4 

Energy 

2.75 

7 

6 

5 

Finance 

2.76 

3 

4 

6 

Consumer  Non-Dutables 

2.78 

5 

5 

7 

Transportation 

2.80 

8 

8 

8 

Raw  Materials 

2.81 

6 

7 

9 

Consumer  Durables 

2.90 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buyl  to  5  (strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  giou] 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note-  All  data  for  periods  ending  10/29/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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astman  Kodak  Company,  1982 


Fascination  with  multiple-purpose  de- 
vices is  seldom  rewarded  with  truly  useful  prod- 
ucts. We  are  pleased  to  offer  an  exception:  the 
Kodak  Ektaprint  copier.  It  does  enormously  com- 
plex jobs  involving  automatic  collating,  stacking 
and  stapling.  It  can  also  make  a  single  copy  with 
equal  efficiency. 

Result?  Versatile,  productive,  easily  man- 
aged output.  The  Kodak  copier  does  more,  ali  by 
itself,  than  a  Swiss  army  of  lesser  machines  all  over 
the  place. 

May  we  demonstrate? 


Write:  Eastman  Kodak  Company 
CD2504,  Rochester,  N.Y.  14650. 


Kodak  copiers.  Everything  they  do, 
they  do  well.  And  they  do  everything. 


Streetwalker 
fmmmmmmB^mKmmmmmmmmmmmmm 


$7  a  bvurv  jur  ivivrrui  juynuur  .  .  . /i  new 

way  to  play  the  oils. . : .  Bankruptcy  with- 
out pain. . . .  Glamour  in  property  and  ca- 
sualty stocks. . .  .J. P.  Stevens — a  huyback? 


Tax  shelters 
that  never  leak 


By  Priscilla  S.  Meyer 


T|  he  way  property/casualty  in- 
surance stocks  are  moving 
these  days,  one  might  jump  to 
the  conclusion  that  a  turn  in  under- 
writing losses  was  but  a  quarter  away. 
After  all,  the  companies  lost  some 
$6.28  billion  on  underwriting  last 
year,  nearly  double  the  prior  year's 
loss,  and  underwriting  losses  kept 
mounting  through  1982. 

So,  why  the  strength  in  the  stocks? 
Myron  Picoult,  vice  president  of  Op- 
penheimer  &  Co.,  has  an  answer:  "a 
play  on  assets."  One  asset  in  question: 
tax  shelter. 

What's  happening  is  this:  Tax  law, 
as  it  affects  property/casualty  insur- 
ers, was  changed  in  1981  to  permit 
them  to  carry  back  tax  losses  3  years 
and  carry  them  forward  15  years. 
"They're  virtually  rolling  tax  shel- 
ters," says  the  president  of  one  insur- 
ance subsidiary.  What  he  means  is 
that — due  to  the  cyclical  nature  of  the 
fire  and  Casualty  businesses — these 
outfits  create  new  tax  losses  as  fast  as 
the  older  ones  are  used  up.  That 
makes  them  valuable  acquisitions. 
For  example,  ITT  is  offsetting  profits 
elsewhere  in  its  empire  with  under- 
writing losses  booked  by  the  Hartford 
Insurance  Group  subsidiary.  Accord- 
ingly, ITT  has  a  substantial  amount  of 
Hartford's  investment  portfolio  in 
tax-exempt  municipal  bonds — that 
way,  taxable  investment  income  in 
the  insurer  is  more  than  offset  by  un- 
derwriting losses  for  tax  purposes. 

Crum  &  Forster's  big  $111  million 
in  underwriting  losses  in  the  first  half 
of  1982,  plus  its  investment  portfolio 
(nearly  two-thirds  in  tax-exempts), 
won't  be  of  much  immediate  use  to 


Xerox  since  the  tax  law  limits  the 
ways  an  acquirer  can  use  past  carry- 
forwards. The  future  is  another  mat- 
ter. The  ability  of  Xerox  to  use  poten- 
tial tax  losses  in  the  future — if  results 
are  consolidated — was  clearly  a  factor 
in  the  pending  acquisition. 

Look  for  more  acquisitions,  both  of 
and  by  property  and  casualty  compa- 
nies. Over  the  past  few  months  Loews 
has  brought  its  effective  ownership  of 
CNA  Financial  to  91%.  A  large  prop- 
erty/casualty company  like  Aetna 
Life  &  Casualty,  too  big  to  be  swal- 
lowed itself,  has  done  some  swallow- 
ing. That's  part  of  the  logic  behind 
Aetna's  buying  Geosource  Inc.;  the  oil 
service  technology  company's  earn- 
ings can  be  tax-sheltered  by  Aetna's 
underwriting  losses.  It  all  spells  juicy 
business  for  Wall  Street's  merger- 
makers  and  some  sharp  trading  oppor- 
tunities for  investors. 

You  ain't  seen 
nothing  yet 

Much  of  the  U.S.  economy  is  in  the 
soup,  but  the  brokers  are  in  gravy.  As 
a  rule  of  thumb,  The  Street  needs  dai- 
ly trading  volume  of  about  45  million 
NYSE  shares  to  break  even.  Below 
that  number,  red  ink  flows  copiously, 
but  above  it  the  profits  gush — once 
past  the  break-even  point,  some 
brokers  can  even  bring  50  cents  of 
every  revenue  dollar  down  to  pretax 
profits.  With  100-million-share  days 
common  in  August,  and  heavy  trad- 
ing profits,  it's  no  wonder  Merrill 
Lynch  reported  earnings  of  $2.45  a 
share  for  the  third  quarter.  Annualize 
that  and  Merrill  is  netting  33%  on 
stockholders'  equity.  In  spite  of  the 
lousy  first  half,  analysts  are  looking 


But  they  are  being  conservative.  Re! 
member  this:  If  volume  continues  al 
the  October  rate  of  98  million  shares  J 
day  through  the  rest  of  the  year,  thai 
$6  could  become  $7. 

Elsewhere  in  the  business,  Firsl 
Boston  bagged  $5.39  a  share  for  thi 
third  quarter — more  in  three  monthl 
than  it  ever  made  for  a  full  yeal 
until  two  years  ago.  That  works  oul 
to  an  annual  return  of  close  to  50")(l 
on  shareholders'  equity.  For  the  full 
year  First  Boston  has  $16  a  share  jusl 
about   clinched,    and   the  numbel 
could  go  higher.  It's  the  same  stori 
everywhere.    Looking    smart  righ 
now  are  some  of  the  big  compa 
nies — American  Express,  Sears,  Pru 
dential  Life  and  Phibro — who  pai> 
what  looked  like  ridiculously  nig] 
prices  to  buy  into  the  brokerag 
business.  Nobody's  jumping  out  c 
windows    on    Wall    Street  thes 
days. — Richard  L.  Stern 

Trading 
opportunity 

When  spot  prices  of  oil  start  to  rise,  sJ 
do  stock  market  prices  of  oil  stocks- 
from  internationals  like  Exxon  anl 
domestics  like  Atlantic  Richfield  tl 
production  companies  like  General 
American  Oil  and  service  companiel 
like  Schlumberger.  And  all  that  dil 
happen  in  September  and  early  Octcl 
ber.  Spot  prices  rose  several  dollars  1 1 
near  $36  per  barrel  for  west  Texal 
intermediate  crude  (WTIC).  Obed:l 
ently,  the  oils  led  the  October  leg  cl 
the  1982  rally. 

Then  everything  reversed.  In  mic 
die  to  late  October,  spot  oil  price 
began  to  soften.  One  clue  was  thi 
prices  of  heating  oil  futures  on  thi 
New  York  Mercantile  Exchange 
which  suddenly  began  to  edge  dowr 
ward.  Quoted  prices  for  crude  oil  re 
mained  stable,  but  behind  the  scene; 
according  to  Piatt's  Oilgram  Price  Re 
port,  actual  spot  prices  began  droppin 
by  nickels  and  dimes. 

From  actual  selling  prices  in  earl 
October  of  close  to  $36  a  barrel  fc 
west  Texas  intermediate  crude,  price 
edged  down  to  around  $35.60  b 
month-end.  Fading  were  prospects  c 
a  potential  shortage  of  heating  oil  tha 
had  sent  crude  prices  up. 

In  the  last  week  of  October,  Atlar 
tic  Richfield  tumbled  more  than  $4 
share,  to  42  Vi,  and  General  America 
Oil  dropped  $3,  to  32%,  as  the  oils  le 
the  late  October  selloff. 

Practically  no  one  is  recommendin 
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1962.  Transamerica 

1963.  Transamerica 

1964.  Transamerica 

1965 .  Transamerica 

1966.  Transamerica 

1967.  Transamerica 

1968.  Transamerica 

1969.  Transamerica 

1970.  Transamerica 

1971.  Transamerica 

1972.  Transamerica 

1973.  Transamerica 

1974.  Transamerica 

1975.  Transamerica 

1976.  Transamerica 
1977  Transamerica 

1978.  Transamerica 

1979.  Transamerica 

1980.  Transamerica 

1981.  Transamerica 

1982.  Transamerica 


increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

increases 

its 

dividend. 

SOME  THINGS  ARE 
A/ORTH  REPEATING. 

Like  an  increase  in  the 
idend  on  our  common 
ck.  Our  shareholders  who 
/e  maintained  their 
estments  have  enjoyed 
consecutive  years  of 
ise  dividend  increases, 
r  new  annual  rate  of  ■ 


$1.50  per  share  is  more  than 
double  the  rate  in  effect  five 
years  ago,  and  underscores 
our  goal  of  increasing  divi- 
dends at  a  rate  that  outpaces 
inflation. 

If  you'd  like  to  find  out 
more  about  a  company  where 


dividend  increases  are  re- 
peated year  after  year,  write: 
Transamerica  Corporation, 
600  Montgomery  Street,  San 
Francisco,  California  94111. 

^jjjp  Transamerica 


the  volatile  oil  stocks  for  long-term 
purch  ■  these  days,  but  as  the  sum- 
mer's meteoric  market  levels  off  there 
mav  be  trading  opportunities  in  oils  to 
watchers  of  spot  oil  and  heating  oil 
futures  prices. — P.S.M. 


Congratulations! 
Ton  are  bankrupt 

Bankruptcy,  like  divorce,  has  lost  its 
stigma  in  America.  The  federal  bank- 
ruptcy law  permits  managements  of 
companies  who  seek  refuge  under 
Chapter  1 1  of  the  Bankruptcy  Act  to 
continue  running  things;  there's  no 
pain  in  the  executive  suite.  It's  turn- 
ing into  a  convenient  way  to  stall 
inconvenient  creditors.  We're  not 
talking  about  a  real  bankruptcy  like 
the  one  that  threatens  International 
Harvester,  but  a  tactical  move  like  the 
Manville  Corp.  proceedings. 

Now  comes  Revere  Copper  &  Brass 
Inc.,  which  some  Wall  Streeters  think 
may  have  similar  motives.  It  isn't  as- 


bestos lawsuits  that  are  the  encum- 
brance but  lawsuits  over  contracts  ris- 
ing out  of  Revere's  shuttered  Scotts- 
boro,  Ala.  aluminum  plant.  Revere  is 
under  contract  to  pay  TVA  nearly  $17 
million  a  year  for  power  it  no  longer 
uses.  It  also  is  under  contract  to  pro- 
duce an  annual  1 73,000  metric  tons  of 
alumina  for  delivery  to  Alcoa;  Revere 
loses  money  on  every  pound.  Shel- 
tered behind  Chapter  11,  Revere  can 
thumb  its  nose  at  both.  The  Street 
expects  to  see  more  such  tactics 
soon.— P.S.M. 

A  classic  buyback? 

J.P.  Stevens?  A  sleepy  textile  stock? 
On  just  two  days  before  the  Hallow- 
een weekend  the  $2  billion  (sales)  tex- 
tiles giant  traded  340,000  shares — 
more  than  it  usually  turns  over  in  an 
entire  month.  Stevens  closed  at  21%, 
a  high  not  reached  since  1976. 

While  Gulf  &  Western  isn't  talking, 
the  gray  wolf  himself,  Charles  Bluh- 


Streetwalker 


dorn,  may  be  behind  the  action.  Sine 
spring  1981  the  conglomerate  ha 
bought  22.5%  of  Stevens'  14.5  millioi 
common  outstanding  at  prices  rang 
ing  from  12  to  18. 

Stevens  has  all  the  makings  of 
classic  buyback  situation.  It  stij 
sells  at  a  big  discount  to  book:  $33.5 
in  1981.  When  the  recovery  comes 
there  is  bound  to  be  plenty  of  profi 
leverage.  Capital  spending  since  197 
will  total  $415  million — 75%  mor 
than  the  previous  five  years, 
tumed-around  Stevens  could  tak 
out  G&.W  at  a  premium  to  markc 
and  in  the  process  shrink  the  floa^ 
But  Barry  Gluck  of  L.F.  Rothschik 
Unterberg,  Towbin  says  there's  mor 
to  Stevens  than  Bluhdorn:  a  res 
turnaround.  Gluck  predicts  $3  ne?i 
year,  double  his  1982  estimate.  Bu> 
back  or  investment,  Bluhdorn  pro! 
ably  can't  lose. — Thomas  Jaffe 


Will  Telephone  broken  up  be  worth 
more — or  less — than  Telephone  intact? 
The  big  problem  for  shareholders  is  to  fig- 
ure out  which  parts  will  be  worth  most. 

For  whom  does 
the  bell  toll  best? 


By  Richard  Phalon 


WILL  THE  SUM  of 
AT&T's  parts  be  equal 
to  more  than  the 
whole?  The  definitive  answer 
should  begin  to  emerge  by  the 
end  of  this  month.  That's  when 
AT&T  is  expected  to  disclose 
how  assets  and  debt  will  be  dis- 
tributed among  the  seven  big 
regional  operating  companies  it 
plans  to  spin  off  to  shareholders 
under  the  antitrust  settlement 
worked  out  with  the  Depart- 
ment of  Justice  in  January. 

Pending  that  unveiling,  Wall 
Street  has  been  crunching  num- 
bers already  available.  The  cau- 
tious but  by  no  means  unani- 


Northeast 
Mid- Atlantic  — i 
Great  Lakes 


The  Bell  regions 


mous  opinion  is  that  Telephone  ur 
bundled  might  for  openers  be  worth  a 
least  a  bit  more  than  the  63 'A  hig) 
touched  several  weeks  ago.  "I  thin 
the  parts  are  worth  more  than  th 
whole,"  says  Leonard  Hyman,  wbj 
covers  the  industry  for  Merrill  LyncI 
"People  have  underestimated  th 
companies  that  will  be  spun  off." 

That  conclusion,  of  course,  n 
volves  some  assumptions  about  hoi 
the  market  will  react  to  the  eigfc 
pieces  of  paper  each  of  Telephone's 
million  shareholders  can  elect  to  ow 
when  the  breakup,  scheduled  for  earl 
1984,  takes  place. 

This  is  how  the  eight  pieces  of  p; 
per  will  shape  up: 

•  A  basic  holding  in  the  paren 
which  will  include  all  of  the  lonj 
distance  toll  business;  AT&T's  equij 
ment  manufacturing  arm,  Wes 
era  Electric;  the  high-technob 
gy  promise  of  Bell  Labs;  and  th 
unregulated  right  to  push  int 
such  previously  off-limit  mai 
kets  as  computer-oriented  teli 
communications. 

•  Proportionate  holdings  i 
seven  regional  companies  repn 
senting  abqut  70%  of  the  Be 
system's  $140  billion  in  asset 
(see  map).  These  seven  group 
embracing  the  22  operatir 
companies  (see  table,  p  248),  wi 
all  be  regulated  suppliers  of  1« 
cal  telephone  service.  The 
earnings  mix  will  be  enriche 
by  highly  profitable  Yello' 
Pages  advertising  revenues,  an 
the  right  to  market  (but  nt 
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With  40  days'  paid  vacation  every  year,  Aramco  people  can  see  the  heart  of 
Asia,  from  Delhi  to  Bangkok  to  Hong  Kong,  and  still  have  time  for  an  Af  rican 
game  park,  Paris  in  the  spring,  or  ski  trips  in  the  Alps. 


The  money  isn't  the  only  reason  so  many  top  people 
are  going  to  Saudi  Arabia  with  ARAMCO 


great  as  the  money  is,  it  is  the 
fel  opportunities,  the  challenge, 
the  casual  lifestyle  in  familiar 
netown  neighborhoods  that  make 
mco  people  stay  on. 

ramco  employees  in  Saudi  Arabia 
?  travel  opportunities  that  most  peo- 
only  see  in  daydreams.  They  get  40 


r  5,000  North  Americans  work  tor 
mco  in  Saudi  Arabia.  They're  helping 
<ingdom  develop  energy  resources 
are  being  used  all  over  the  world. 


days'  paid  vacation  every  year.  And  in 
Saudi  Arabia  they  are  already  halfway 
to  wonderful  places  in  Europe,  Asia  and 
Africa. 

Equally  as  important  as  money  and 
travel  are  the  challenging  jobs  and  se- 
cure, comfortable  living  conditions. 

Aramco  is  the  world's  largest  oil- 
producing  company.  Our  projects  and 
operations  are  huge,  complex  and  profes- 
sionally rewarding.  Many  are  the  largest 
of  their  kind  ever  undertaken. 

We  need  more  first-rate  people  to  join 
the  over  5,000  North  Americans  who 
work  for  us. 

North  Americans  and  Saudi  Arabs 
have  worked  together  for  over  40 
years. 

Since  the  early  1930s,  North  Americans- 
have  worked  very  closely  and?  success- 
fully with  their  Saudi  hosts  in  developing 
the  energy  resources  and  infrastructure 
of  this  friendly,  conservative  nation. 

These  North  Americans  live  in  a  for- 
eign country,  yet  they  still  find  it  a  very 
comfortable  place  to  live  and  work.  The 


homes,  neighborhoods,  schools,  medical 
services  and  recreation  facilities  have  a 
hometown  feeling  that  have  prompted  a 
long  line  of  Aramco  professionals  to  stay 
on  and  on. 

What  kind  of  compensation  package 
accompanies  all  this?  Aramco  employees 
earn  a  competitive  base  salary,  plus  a 
cost-of-living  differential.  They  also  get 
an  expatriate  premium  of  40  percent  on 
the  first  $30,000  of  base  salary  and  20 
percent  premium  on  the  next  $20,000, 
plus  a  one-time  bonus  of  up  to  $5,000,  for 
signing  up  for  overseas  work. 

Challenging  opportunities 

If  you  are  a  degreed  engineer  with  at  least 
ten  years'  experience  in  the  petrochemical 
industry,  send  your  resume  to  Aramco  Ser- 
vices Company,  Z2080-2,P.O.  Box  53607, 
Houston,  Texas  77052. 


ARAMCO 

SERVICES  COMPANY 


Numbers,  please 


While  the  distribution  of  assets  and  debt  among  the  their  potential  values  compare  in  terms  of  earning 
regional  operating  companies  to  be  spun  off  has  yet  to  power  per  telephone,  debt  coverage,  credit  rating  and 
be  disclosed  by  AT&T,  here  is  a  sneak  preview  of  how     regulatory  climate. 


Long-term 

Net 

debt  as  % 

Pretax 

S&P's 

Revenues 

income 

Number  of 

 Per  telephone  

of  total 

interest 

debt 

Regulator 

Utility 

(millions) 

(millions). 

telephones 

revenues 

net  inc 

capital 

coverage 

rating 

climate* 

Northeast 

New  York  Telephone 

3)5,  y44 

3>oU3.o 

1 1,6/8, UUU 

$509 

$52 

ah  7°/ 

o.  /  J 

AAA 

odd 

New  England  Tel  &  Tel 

2,698 

296.1 

7,110,000 

379 

42 

41.2 

3.95 

AA  + 

BB 

AVERAGE 

460 

48 

40.9 

3.82 

Mid  Atlantic 

Bell  Telephone  Co  of  Penna 

2,204 

245.3 

7,951,000 

277 

31 

41.5 

3.78 

AAA 

BB 

Diamond  State  Telephone 

159 

19.5 

540,000 

295 

36 

34.9 

4.25 

AAA 

A 

Chesapeake  &  Potomac  Tel 

3,034 

319.0 

8,784,000 

345 

36 

36.5 

3.60 

— t 

— t 

New  Jersey  Bell  Telephone 

2,124 

255.5 

6,620,000 

321 

39 

36.7 

4.22 

AAA 

A 

AVERAGE 

315 

35 

38.1 

3.83 

Southeast 


Southern  Bell  Tel  &  Tel 

5,112 

618.5 

13,035,000 

392 

47 

39.5 

3.97 

AAA 

AA 

South  Central  Bell  Telephone 

4,094 

545.8 

10,678,000 

383 

51 

37.2 

4.43 

AAA 

BB 

AVERAGE 

388 

49 

38.5 

4.17 

Great  Lakes 

Illinois  Bell  Telephone 

2,710 

255.8 

8,481,000 

319 

30 

40.0 

3.57 

AAA 

A 

Indiana  Bell  Telephone 

851 

112.8 

2,619,000 

325 

43 

38.5 

5.00 

AAA 

AAA 

Michigan  Bell  Telephone 

2,011 

198.7 

6,280,000 

320 

32 

40.9 

3.43 

AAA 

B 

Ohio  Bell  Telephone 

1,709 

189.7 

5,002,000 

342 

38 

35.8 

4.05 

AAA 

A 

Wisconsin  Telephone 

789 

91.7 

2,360,000 

334 

39 

40.2 

4.25 

AAA 

AA 

AVERAGE 

326 

34 

39.3 

3.84 

Southwest 

Southwestern  Bell  Telephone 

6,782 

781.2 

16,993,000 

399 

46 

41.0 

4.05 

AAA 

A 

Northwest 

Mountain  States  Tel  &  Tel 

3,166 

369.4 

8,114,000 

390 

46 

38.6 

3.62 

AAA 

A 

Northwestern  Bell  Telephone 

2,026 

256.2 

5,656,000 

358 

45 

36.8 

4.21 

AAA 

BBB 

Pacific  Northwest  Bell  Tel 

1,597 

192.3 

3,864,000 

413 

50 

38.3 

3.95 

AAA 

BBB 

AVERAGE 

385 

46 

38.0 

3.86 

Pacific 

Pacific  Tel  &  Tel 

6,819 

438.8 

16,639,000 

410 

26 

54.6 

1.82 

A- 

BBB 

(incl  Nevada  Bell) 


'Estimated  by  Prudential-Bache  Securities  Inc. 

■(•Includes  Chesapeake  &  Potomac  Tel  of  District  of  Columbia,  Maryland,  Virginia  and  West  Virginia 


manufacture)  phone  equipment. 

Merrill  Lynch's  Leonard  Hyman  is 
not  the  only  analyst  who  sees  promise 
in  AT&T  as  a  "long-term  divestiture 
play."  Gerald  Morgan  of  Prudential- 
Bache  Securities  Inc.  is  also  among 
those  who  believe  the  parts  will  be 
worth  more  than  the  whole,  and  so  is 
Ernest  Liu  of  Goldman,  Sachs. 

Liu's  reasoning  goes  like  this.  Post 
breakup,  the  erstwhile  parent  should 
earn  around  $4  a  share,  and  as  a  liber- 
ated entry  in  unregulated  telecommu- 
nications markets,  command  a  higher 
multiple  than  it  does  now.  Even  at  a 
modest  8  times  earnings,  a  notch 
above  the  present  7  times,  that  works 
out  to  $32  a  share.  Liu  figures  the 
local  operating  companies  are  also 
worth  about  $32  a  share  on  the  cur- 
rent stock,  assuming  a  10%  to  12% 
return  on  equity  and  a  65%  to  70% 
dividend  payout. 

Among  all  the  assumptions,  how- 


ever, one  thing  is  clear:  The  market  is 
not  going  to  value  all  of  the  regional 
stocks  equally.  Telephone  has  tried 
evenhandedly  to  reinforce  weakness- 
es with'  strength  in  all  the  major 
groups' — a  top-rated  Indiana  Bell  har- 
nessed to  troubled  Ohio  and  Michigan 
Bell  in  the  Great  Lakes  region,  for 
example.  The  market  will  inevitably 
take  into  account  such  variables  as 
the  underlying  demographics,  debt 
coverage,  and  regulatory  climate.  But 
geography  is  geography  and  prosperity 
is  not  evenly  distributed.  Won't  the 
market  demand  lower  multiples  and 
lower  yields  of  the  freestanding  Pacif- 
ic Tel  and  its  tough  regulatory  cli- 
mate, for  example,  than  it  will  of  a 
AAA-rated  Southeastern  group  with 
lower  debt  ratios  operating  in  a  con- 
siderably more  amenable  regulatory 
climate? 

Those  are  differences  AT&T's  3 
million  shareholders  will  have  to  sort 


out  in  terms  of  their  own  investmen 
objectives.  "I  think  it  would  be  foo. 
ish  to  hold  or  sell  the  entire  package, 
concludes  Merrill  Lynch's  Leonar 
Hyman.  "Some  investors  will  war 
some  pieces  of  the  package;  othei 
will  want  other  pieces." 

Which  pieces  to  keep,  which  C 
sell?  The  answer  is  easy  enough  fc 
investors  whose  primary  objective  i 
growth.  "Convert  all  the  regions 
shares  into  the  new  Telephone,"  say 
Gerald  Morgan  of  Prudential-Bache 
For  growth  plus  income,  Morgan  suf 
gests  a  50/50  weighting  between  Tele 
phone  and  the  best-situated  regional: 
For  income  alone,  he  thinks  sellin 
Telephone  and  concentrating  the  pre 
ceeds  in  the  four  or  five  best-lookin 
regionals  is  the  answer. 

The  premise  is  uncluttered  enougl 
Like  most  of  his  colleagues,  Morga 
thinks  the  erstwhile  parent  evolvin 
from  utility  to  industrial  status  wij 
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Your  legacy:  A  way  of  life. 


you  love  the  wide  open  spaces?  Clean  air?  The  beauty  of 
jre?  Are  they  a  part  of  the  legacy  you  have  planned  for 
ir  loved  ones? 

)wning  a  large  piece  of  land  in  America  is  possibly  the 
st  important  decision  you  will  ever  make.  Not  only  will 
enjoy  the  rare  privilege  and  pleasure  of  owning  sizable 
chland  today,  it  can  remain  a  private  corner  of  America 
he  future  history  of  your  family.  Forbes  Wagon  Creek 
ich  is  offering  just  404  people  the  unusual  opportunity 
urchase  a  sizable  spread  of  land  right  next  to  its  gigantic 
oes  Trinchera  Ranch  in  southern  Colorado. 
\inimum-size  family  ranches  are  40  acres,  and  vary  up 
4  acres,  with  prices  starting  at  $25,000.  Down  payment 
s  low  as  1%  with  monthly  payments  of  $250  including 
rest  at  9% . 


Here  in  the  foothills  of  the  magnificent  Rocky  Mountains, 
with  restricted  access  to  more  than  17,000  acres  (over  26 
square  miles),  you  can  hunt  deer,  elk,  grouse,  and  all  kinds 
of  wild  game  in  season.  Or  you  can  ski  cross  country,  fish 
for  trout,  ride  horseback,  or  just  enjoy  the  breathtaking 
dawns,  sunsets,  and  the  changing  seasons  in  the  shadow  of 
one  of  Colorado's  highest  peaks,  Mount  Blanca. 

This  exclusive  preserve  is  the  perfect  place  for  the  out- 
door-lover in  you,  and  when  passed  on  to  your  children,  or 
your  grandchildren,  your  ranchland  bestows  on  your  heirs 
the  privilege  of  an  unspoiled  way  of  life.  It's  a  very  thoughtful 
way  to  shape  the  futures  of  those  who  will  follow  you. 

For  more  information  on  how  you  can  become  a  part  of 
Forbes  Magazine's  private  mountain  hideaway,  write  or  call 
for  our  full-color  brochure. 


ORBES     WAGON     CREEK  RANCH 

Errol  Ryland,  Manager    Box303K    Fort  Garland,  Colorado  81133  (303)379-3263 


Sangre  de  Crista  Ranches  Inc  .  developer  This  is  not  an  offer  to  sell  in  slates  where  not  registered  NJA104-0482CO  NAV820068  000039-A  AD18560(b) 
ement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of 
ate  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  Irom  Sangre  de  Crista  Ranches  Inc  NYA82-78 

Obtain  the  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything. 
No  Federal  agency  has  judged  the  merits  or  value,  it  any.  ot  this  property.  Equal  Credit  and  Housing  Opportunity. 


The  Money  Men 


In  the  venture  capital  game,  the  backe 
often  has  to  be  as  creative  as  the  entrepre 
neur  he  finances.  Take  Capital  Manage 
menfs  Donald  Valentine. . . . 


Happy  Valentine 


plow  back  a  much  bigger  chunk  of  its 
earnings  into  the  business  than  it  does 
now.  That  means  a  lower  dividend 
payout.  The  regional  operating  com- 
panies, on  the  other  hand,  still  very 
much  in  the  utility  business,  will 
probably  return  something  under  the 
yields  on  the  average  electric  com- 
pany— now  around  1 1% — and  trade  at 
somewhat  higher  multiples. 

At  the  moment,  Morgan  thinks  the 
Southeast  and  Mid-Atlantic  regions 
are  the  best  stocks  to  hang  on  to  and 
has  a  sell  sign,  in  descending  order,  on 
the  Northeast,  Southwest  and  Great 
Lakes  offerings. 

Though  Morgan's  estimates  have 
been  shaped  in  good  measure  by  what 
he  thinks  of  the  regulatory  climate  in 
each  of  the  regions,  he  thinks  Pacific 
Tel  might  turn  out  to  be  something  of 
a  sleeper.  The  company  is  hung  with 
the  albatross  of  the  lowest  bond  rating 
in  the  entire  Bell  system.  Morgan, 
however,  thinks  the  decidedly  popu- 
list California  regulators  have  become 
somewhat  more  understanding  of  the 
highly  leveraged  Pac  Tel's  rate  prob- 
lems. He  also  sees  a  possible  kicker  in 
the  prospect  that  Congress  may  yet 
forgive  the  company  a  $1.1  billion  tax 


The  market  won't  value  the 
regional  stocks  equally. 
AT&T  tried  to  reinforce 
weakness  with  strength  in 
all  the  groups.  Geography 
is  geography;  prosperity  is 
not  evenly  distributed. 


liability  that  grew  out  of  a  disagree- 
ment with  the  Internal  Revenue  Ser- 
vice over  accelerated  depreciations 
allowances. 

Much  of  the  Bell  analysis  is  admit- 
tedly informed  conjecture  and  will  re- 
main so  until  AT&T  puts  the  defini- 
tive divestiture  plan  on  the  table.  "We 
need  more  information  to  get  a  better 
fix  on  things,"  says  Morgan. 

More  precise  definition  is  also  com- 
ing on  the  clearinghouse-like  oper- 
ation AT&T  plans  to  set  up  for  share- 
holders. The  aim,  says  one  AT&T 
spokesman,  is  a  mechanism,  maybe 
including  a  swap  program,  that  will 
make  it  "easy,  convenient  and  inex- 
pensive" to  reduce  or  round  out  their 
holdings  in  the  new  system.  Eight 
pieces  of  paper  multiplied  by  more 
than  3  million  shareholders  is  a  bliz- 
zard that  AT&T  would  like  to  hold  to 
manageable  proportions — a  character- 
istic start  in  the  evolution  of  a  com- 
pany that  has  been  trying  to  do  well 
by  its  stockholders  for  better  than  100 
years.  ■ 


By  James  Cook 

As  far  back  as  1965,  when  he 
was  marketing  vice  president 
b  of  Fairchild  Semiconductor, 
Donald  Valentine  knew  he  wasn't  cut 
out  to  run  companies.  Found  them, 
yes.  Get  them  pointed  in  the  right 
direction  and  growing,  sure.  But  then 
Valentine  preferred  to  move  on.  In 
time,  Valentine  and  some  colleagues 
at  Fairchild  started  a  company  of  their 
own,  the  fabulously  successful  Na- 
tional Semiconductor.  Valentine  also 
began  making  a  series  of  successful 
personal  investments  in  outfits  like 
Scientific  Data  Systems,  California 
Computer  Products  and  Teledyne.  "I 
liked  to  start  companies,  not  adminis- 
ter them,"  he  says,  and  so,  in  1972, 
when  a  group  of  associates  suggested 
he  might  like  to  manage  a  pool  of 
venture  capital,  he  leaped  at  the 
chance. 

That's  how  Capital  Management 
Services,  Valentine's  venture  capital 
firm,  was  formed.  Capital  manages 
Valentine's  venture  capital  partner- 
ships, and  the  results  have  been  every 
bit  as  successful  as  Valentine's  back- 
ers had  hoped.  Capital  concentrates  in 
those  technology  areas  where  Valen- 
tine, 46,  is  experienced.  "Our  whole 
objective  is  to  get  money  in  at  10 
cents  and  then  have  somebody  buy  us 
out  at  $20."  In  reality,  Valentine  set- 
tles for  considerably  less  than  that — a 
not  inconsiderable  tenfold  increase  in 
value  over  five  years. 

"We've  found  by  experience,"  Don 
Valentine  says,  "that  the  total  cycle  is 
five  years  plus  three — five  years  to 
invest,  three  years  to  liquidate,  either 
by  selling  out  or  going  public,  and 
some  period  of  time  to  distribute." 


Sequoia  Capital  I,  his  first  partne 
ship,  was  wound  up  in  1978.  Sequo 
Capital  II  went  into  distribution 
September,  with  an  initial  spinoff 
Tandon  Corp.  to  its  partners,  at 
should  wind  up  in  three  years.  S 
quoia  Capital  III,  formed  last  Decer 
ber,  is  just  beginning,  with  one  of  i 
first  investments  going  into  Electro 
ic  Arts,  a  firm  headed  by  a  form 
Apple  executive. 

Capital's  ventures  are  anything  b 
rich  folks'  toys.  Its  backers  consi 
solely  of  multibillion-dollar  ta 
exempt  institutions — the  Gener 
Electric,  Alcoa  and  Armco  pensio 
funds,  for  example,  the  Vanderbi 
Yale,  Stanford  and  University  of  Ca 
fornia  endowments,  the  Ford  Found 
tion.  "We  have  no  individuals  in  o 
partnerships  on  purpose.  We  get  j 
the  money  we  want  from  sources  th 
neither  die  nor  get  divorced.  It's  dif 
cult  dealing  with  an  estate  because  \ 
can't  value  what  we  own.  We  put 
million  dollars  in  a  company  startu 
out,  and  in  the  first  18  months  th' 
lost  $900,000  of  it." 

For  tax-exempt  institutions,  ve 
ture  capital  has  a  lot  of  appeal.  Each 
Valentine's  institutional  investc 
puts  up  a  million  or  two.  For  outfi 
their  size,  a  heavy  loss — even  a  toi 
loss — would  be  unpleasant  but  n 
catastrophic.  If  it  pays,  on  the  oth 
hand,  even  the  biggies  notice.  "If  \ 
can  take  a  couple  million  dollars  ai 
multiply  it  by  20,"  Valentine  says, ' 
can  have  a  meaningful  impact." 

It  has  had  a  meaningful  impact  f 
Valentine,  who  has  wound  up  a  mul 
millionaire.  Capital  gets  20%  of  ai 
net  gains.  Thus  far,  Capital's  coi 
pound  rate  of  return  has  exceed 
50%  annually.  "You  have  big  gain; 
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ations  Business 

ur  monthly 
nival  kit  in  business. 


ies.  Government  regulations.  Foreign  trade 
».  All  these  government  policies  affect  the 
iurvival  of  your  business.  So  to  make  your 

>  plans,  you  need  to  know  where  government 
and  where  government's  going.  You  need 
\  Business  magazine. 

'.ion's  Business  is  the  only  monthly  magazine 
id  to  covering  federal  actions  affecting  busi- 
e  give  you  a  unique,  insightful  perspective  that 
u  how  to  profit  from  what's  happening  to  busi- 
Washington.  Because  while  government  policy 
>se  a  plant,  it  can  also  open  a  new  industry, 
cause  we  look  ahead  at  developing  trends,  we'll 
i  how  to  be  ready  for  the  decisions  before  they 

r  publisher  is  the  largest,  most  powerful  voice  for 

>  in  Washington:  The  U.S.  Chamber  of  Commerce, 
amber  advocates  what's  good  for  business,  and  so 
Using  the  Chamber's  hundreds  of  issue  experts,  we 
Washington's  happenings  for  the  inside  information 
nd  nowhere  else.  So  we  can  give  you  objective  report- 
s  opinions  that  keep  you  on  the  cutting  edge  of  busi- 
ivism. 

ou  want  to  stay  ahead  in  business,  subscribe  to  Nation  s 
s.  It  will  help  you  survive. 


Business  Advocate 


j  ■  -  ^ 


Please  start  my  subscription  to  Nation's  Business,  one  year, 
12  issues  for  $22  or  only  $35  for  two  years— a  $9  savings. 


forb/82 


Name  . 


Tide  . 


Company  . 


Product  or  Service  . 


Please  send  Nation's  Business  to  the  address  below.  This  is  my  home  □  My  office  □ 


Street 


City  . 


.  State . 


Zip . 


Bill  me       Payment  Enclosed  □  VISA  □  MasterCard  I  I  American  Express  □ 

No  Exp.  Date  

Nation*  Business 

Chamber  of  Commerce  of  the  United  States 
P.O.  Box  1200.  Washington.  D.C.  20013 


NOTE:  1-yr.  subscription  in  Mexico 
or  Canada  is  $.W  California  and  District  of 
Columbia  u-sidcnls  add  sales  tax. 


i  he  Money  Men 

Valentine  says  logically,  "you  have 
big  numbers." 

As  his  Menlo  Park,  Calif,  address 
suggests,  many  of  the  55  investments 
Valentine  has  made  so  far  have  fo- 
cused on  "what  I  think  of  as  applied 
technology — something  that  works." 
Nearly  three-fourths  has  gone  into 
computer  and  computer-related  com- 
panies, with  the  rest  in  communica- 
tions and  manufacturing,  productiv- 
ity-enhancing companies  and  one  res- 
taurant chain.  Among  them:  Cado 
Systems,  Tandem  Computers,  Altos 
Computer,  Data  Electronics,  Prin- 
tonix  and  Tandon  Magnetics. 

But  two  of  Valentine's  most  suc- 
cessful investments,  by  Valentine's 
lights,  were  not  in  technology  at  all — 
Atari  (sold  to  Warner  Communica- 
tions in  1976)  and  Apple  Computer 


(which  went  public  in  late  1980).  Both 
involved  a  fair  amount  of  sophisti- 
cated technology,  but  as  a  good  mar- 
keting man,  Valentine  sees  them  as 
consumer-product  companies — Atari 
as  a  consumer  entertainment  com- 
pany, Apple  as  a  consumer  computer 
company.  Whatever  they  were,  they 
paid  off.  Valentine  sold  Atari  after  two 
years  for  10  times  what  he  invested, 
Apple  within  3Vi  years  for  50  times. 

Where  does  Valentine  find  his  pros- 
pects? A  small  portion  comes  from 
the  brokers  and  finders,  lawyers  and 
accountants  who  specialize  in  new 
company  formation.  More  comes 
from  other  venture  capitalists.  "When 
we  start  a  company,  we  put  up  the 
initial  investment,  but  there  are  al- 
ways subsequent  financings,  and  we 
don't  want  to  do  that  alone.  So  we 
invite  friends  in  and  divide  it  up.  And 
they  invite  us  in  next  time."  Thus, 
San  Francisco's  Kleiner,  Perkins  had  a 


share  in  LSI  Logic,  which  Valentine' 
group  organized,  and  Sequoia  had 
share  in  Vitalink  (Forbes,  Not'.  8, 
which  Kleiner,  Perkins  organized. 

After  the  investment  is  made,  Va] 
entine  continues  to  play  an  active  ere 
ative  role.  "We  join  or  start  the  boar 
of  directors,  help  recruit  members  c 
management  and  concentrate  on  th 
strategic  part  of  the  business — wha 
should  be  product  number  two,  ho*\ 
much  will  it  cost,  what  kind  of  facil; 
ties  and  human  assets  will  we  need. 

Thus,  when  Valentine  invested  l 
Nolan  Bushnell's  Atari,  the  compan 
was  already  producing  coin-operate 
games  for  use  in  bars.  But  Valentin 
was  after  much  bigger  game  than  tha 
"We  were  convinced  that  the  natur 
of  entertainment  was  going  to  change 
that  it  would  be  far  more  in  the  horn 
than  outside,  so  we  began  looking  fc 
a  company  making  games  to  be  use 
in  the  home.  We  figured  Atari  woul 
be  persuadable  in  that  direction. 
They  certainly  were  and,  with  vide 
games,  Atari  created  a  whole  new  er 
tertainment  industry. 

Atari,  as  it  happened,  led  Valentin 
to  Apple.  One  of  Atari's  engineers  wa 
a  young  man  named  Steven  Jobs.  "H 
was  already  making  a  single-boai 
computer  in  his  garage,  but  it  ws 
salable  only  to  hobbyists  or  do-i 
yourselfers.  And  he  wanted  to  knov 
Did  I  want  to  invest?  Well,  I  didn 
want  to  be  in  that  business.  I  wante 
to  be  in  a  business  where  you  mad 
computers  for  the  home,  a  package 
product.  I  told  him  the  only  way  we' 
invest  was  if  the  company  were  con 
mitted  to  that  sort  of  venture."  Tb 
rest,  as  they  say,  is  history.  And  th 
chain  keeps  lengthening.  More  r< 
cently,  Valentine  backed  Nolan  Bust 
nell  when  Warner  turned  down  a 
idea  he  had  for  a  chain  of  restaurant 
Pizza  Time  Theaters,  which  mixe 
fast  food  with  electronic  games  an 
animated  robots.  So  far  it  has  had 
spectacular  success. 

Valentine  looks  for  businesse 
where  capital  is  really  productiv 
That,  he  explains,  generally  mear 
manufacturing  companies.  "Servic 
companies  tend  to  be  small  and  slov 
growing.  You  can't  get  enough  peop 
to  make  them  grow  fast.  But  put  goc 
people  in  a  factory  with  some  capit. 
equipment,  and  you  can  leverage  or 
person  ten  times."  The  idea  is  to  g< 
big  fast,  because  acquirers  put  a  higl 
er  value  on  big  companies,  as  do  ui 
derwriters  and  the  investing  public. 

The  venture  capital  to  seed  h 
ideas  just  keeps  on  flowing.  Backe 
have  bet  $45  million  that  Valentine 
third  fund  will  do  as  well  as  the  t\* 
funds  that  preceded  it.  ■ 
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Capital  Management  's  Don  Valentine 

Not  just  technology,  but  something  that  works. 
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Haven't  you  always  wanted 
to  see  America  by  train? 
With  Charles  Kuralt  you 
will— on  Radio! 

Join  Charles  Kuralt  on  a  unique  journey.  This 
20-part  special  from  CBS  News  takes  you  coast 
to  coast,  with  memorable  side  trips  that  plunge 
^ .    you  right  into  living  history 

You'll  meet  old-time  Pullman  porters  and 

modern  railroad  buffs...  hear  of  the  great  trains 
w  and  legendary  runs... savor  the  stories  and 
songs  about  whistlestops  and  hobos,  about  the 
men  who  built  the  railroads— and  found  they  had 
built  a  country. 

So  all  aboard!  For  an  extraordinary 
adventure  with  a  great  travelling  companion,  tune 
in  your  CBS  Radio  Network  affiliated  station 
Saturday,  November  20  and  Sunday,  November 
21  (or  during  the  week  of  November  15-21).* 

*  Please  check  local  listings  for  specific  times  and  days. 

EXPLORING  AMERICA  1982 
WITH  CHARLES  KURALT 
CBS  RADIO  NETWORK  111 


The  Information  Age 

is  calling. 


our  simple,  everyday  tele- 
tie  is  about  to  become  some- 
g  much  more.  It's  about  to 
3me  your  link  with  the  future - 
Information  Age. 
s  the  Information  Age  begins 
hange  the  way  Americans  live 
work,  some  major  changes  are 
ng  place  in  our  industry, 
nges  in  technology.  Changes 
3w  we're  organized.  Changes 
e  way  you  do  business 
us. 

re  think  these  changes  are  for 
Detter.  And  we  agreed  to  them 
tuse  we're  looking  to  the  fu- 
.  Ours  and  yours, 
le  only  way  we  could  move 
d  was  to  change.  Because  of 
nany  regulations  and  restraints 
elecommunications  industry 
is  country  was  forced 
>erate  under,  many  tech- 
nical advances  were  held 
ieck. 

le  new  telecommunications 
y  of  this  country,  with  the 


resulting  changes  at  the  Bell 
System,  will  remove  most  of  those 
barriers  to  new  uses  of  technol- 
ogy. Even  now,  this  new  technol- 
ogy is  helping  to  usher  in  the 
Information  Age. 

At  this  very  moment,  some 
homeowners  are  using  the  tele- 
phone network  to  dial  up  news  and 
weather  maps  on  their  home  video 
screens.  They  can  shop  from 
department-store  catalogs.  And 
even  compare  supermarket 
specials. 

With  their  ordinary  home  tele- 
phone lines  providing  transmission 
to  a  video  screen,  they  can  dial  up 
information  on  seats  on  airlines  or 
in  local  restaurants.  They  can  even 
bank  at  home. 

Soon,  local  utilities  will  be  able 
to  use  telephone  lines  to  take  re- 
mote readings  of  your  gas  and 
electric  meters.  And  you'll  be  able 
to  use  those  same  telephone  lines 
to  monitor  and  remotely  control 
home  energy  usage. 


The  ability  to  expand  technol- 
ogy and  make  telecommunications 
a  more  important  part  of  your  life 
than  ever  before  is  a  direct  result 
of  the  changes  taking  place  at  the 
Bell  System. 

Along  with  your  local  Bell 
Telephone  company,  we'll  be  tell- 
ing you  about  these  changes  as 
they  occur.  In  ads  like  this. 

In  each  of  these  ads  you'll  find  a 
telephone  number.  That  number  is 
an  important  part  of  our  "Let's 
Talk"  program.  This  program  has 
been  set  up  by  the  Bell  System  to 
help  you  understand  exactly  what 
the  changes  at  the  Bell  System 
will  mean  to  you  right  now.  And  in 
the  future. 

Call  us.  At  1 800  555-5000. 

There'll  be  somebody  to  talk  to. 
Somebody  to  help  you.  Somebody 
to  answer  your  questions.  To  get 
you  information. 

So  call  us.  And  we'll  be 

to  you.  Let's  talk. 


@  Bell  System 


V^fe  give  you 
the  benefit  of 
our  thinking. 
And  re-thinking. 


Kiddet;  Peabody 
thinks  twice. 


You're  about  to  make  a  major 
investment  in  an  auto  stock.  But 
you're  unsure  of  market  timing 
right  now,  and  you  want  to  hedge 
your  position  by  using  options. 
So,  naturally,  you  want  the  best 
thinking  you  can  get  on  the  subject 

That's  when  it  pays  to  be  a 
Kidder,  Peabody  customer. 
Because  at  Kidder,  Peabody,  when 
the  decisions  are  big,  our  policy 
is  to  give  you  two  kinds  of  input. 

First,  from  a  skilled  investment 
professional,  your  Kidder,  Peabody 
stockbroker  Like  Dick  Bordeau.  a 


9-year  veteran  in  Kidder,  Peabody's 
Boston  office. 

Second,  from  a  highly  trained 
specialist,  in  this  case  an  options 
strategist,  like  John  Michnowicz. 
The  fact  that  Bordeau  is  in  Boston 
and  Michnowicz  is  in  New  York  is 
no  problem  Kidder,  Peabody  is 
organized  to  provide  our  brokers 
with  direct,  immediate  contact  with 
John  Michnowicz,  or  any  of  our 
other  product  specialists 

Of  course,  this  kind  of  service 
takes  careful  planning.  That's 
why,  since  our  very  beginning  in 


1865,  we've  structured  ourffrn 
be  able  to  give  our  people  the 
time— and  the  environment- 
think  for  themselves  and  to  sh 
that  thinking  with  you. 

Thinking  and  re-thinking 
At  Kidder  Peabody,  it's 
second  nature. 


Kidder.  Peabo 
|  |&Co. 


INCORPORA 


Nr»  York  aid  Amrrtem*  Slock  li 
iver  oO  offices  worldwidr— 


Capital  Markets 


MONEY  &  INVESTMENTS 


The  fixed-payment,  long-term  mortgage 
will  stay  hard  to  find.  But  newer  varieties 
should  be  plentiful . . .  and  profitable. 

THINKING  ABOUT 
REFINANCING? 


By  Ben  Weberman 


Mortgage  rates  have  fallen  more 
than  5%  since  they  peaked  at  19% 
last  year,  and  a  lot  of  borrowers  are 
now  thinking  about  refinancing. 
Those  so  minded  should  think  a  bit 
longer  before  they  act. 

With  inflation  abating,  the  econo- 
my depressed,  recovery  slow,  and 
with  the  Federal  Reserve  doing 
nothing  that  would  rekindle  infla- 
tion, money  rates  should  continue 
to  fall — slowly,  perhaps,  but  more 
or  less  steadily.  For  much  the  same 
reasons,  the  speculative  fever  that 
afflicted  housing  has  abated,  too. 
Housing  prices  are  coming  down 
right  along  with  interest  rates.  So 
there  will  be  more  mortgage  money 
available,  it  will  stretch  further  and 
it  will  be  cheaper. 

How  quick  you  should  be  to  refi- 
nance should  depend  not  only  on 
what  your  interest  rate  is  now,  but 
also  on  what  kind  of  mortgage  you 
hold.  Since  1978,  when  a  standard 
fixed-rate,  fixed-term  mortgage 
could  be  had  for  as  little  as  9%,  a 
bewildering  variety  of  deals  have 
sprung  up — variable-rate  mortgages 
(VRMs),  adjustable-rate  mortgages 
(ARMs),  growing-equity  mortgages 
(GEMs)  and  graduated-payment 
mortgages  (GPMs),  not  to  mention 
wraparounds,  second  deeds  of  trust, 
shared  appreciations,  rapid  pay- 
downs,  balloons. 

\Ben  Weberman  is  economics  editor  of 
Forbes  magazine. 


The  standard  fixed-payment, 
long-term  mortgage — still  the  basic 
instrument — will  remain  hard  to 
find.  The  banks  and  S&Ls,  badly 
burned,  are  not  likely  to  want  more 
risk  than  they  need.  The  basic  fixed- 
rate  debt  instrument  will  be  issued 
only  when  the  lender  is  fairly  certain 
it  can  be  resold  quickly  to  a  govern- 
ment agency,  such  as  FNMA  or  the 
Federal  Home  Loan  Mortgage  Corp. 

Because  lenders  prefer  adjustable 
to  fixed-rate  loans  to  avoid  losses 
when  rates  rise,  most  index-linked 
mortgage  rates  are  0.5%  to  1.5% 
lower  initally  than  those  on  fixed- 
rate  instruments.  A  30-year  fixed 
mortgage  would  cost  about  13.5% 
today,  while  a  fluctuating-rate 
mortgage  could  be  had  for  12.6% — 
perhaps  lower. 

The  original  variable-payment 
mortgage  lost  its  appeal  when  rates 
rose  dramatically  and  mortgagors 
suddenly  had  to  meet  monthly  pay- 
ments many  times  larger  than  they 
had  bargained  for. 

A  later  variation  on  the  VRM  is 
the  ARM,  which  calls  for  a  fixed 
monthly  payment  for  an  extended 
period  of  time  regardless  of  change 
in  monthly  interest  cost.  When  in- 
terest rates  rise,  more  of  the  pay- 
ment is  used  for  interest  and  less 
goes  to  repay  principal.  If  rates  fall, 
more  of  the  payment  is  applied 
toward  principal.  The  proportion  is 
adjusted  every  six  months,  one  year 
or  even  five  years,  pegged  to  the 
lender's  cost  of  funds. 

Lenders  like  graduated  payment 
mortgages,  which  call  for  increases 
in  monthly  payments  according  to  a 
prearranged  schedule,  but  they  are 
not  working  out  for  some  borrow- 
ers. As  a  rule,  the  GPMs  call  for 
payment  increases  of  about  7.5%  a 
year  for  the  first  five  years  followed 
by  stable  monthly  payments  over 
the  rest  of  the   mortgage.  This 


worked  only  when  inflation  was 
running  at  double-digit  rates  and 
wage  increases  were  averaging  10% 
or  more.  Many  borrowers  are  find- 
ing the  GPM  rules  tough  to  meet. 

GPMs  have  another  disadvantage. 
Monthly  payments  in  the  early 
years  do  not  cover  the  interest 
charge  on  principal.  As  a  result,  the 
amount  of  debt  increases — so-called 
negative  amortization.  Payments 
after  the  first  five  years  are,  there- 
fore, greater  than  they  would  have 
been  under  the  original  standard 
fixed-payment  mortgage. 

Growing  equity  mortgages,  in 
contrast,  are  taking  hold  among 
first-time  home  buyers  with  solid 
prospects — young  lawyers  in  well- 
connected  firms,  doctors  with  grow- 
ing practices — for  rapidly  rising  in- 
come. GEM  loans  call  for  monthly 
payments  to  be  increased  by  a  stated 
amount  each  year.  At  a  7'/2%  annu- 
al increase,  the  loan  will  be  paid  off 
in  10  years,  a  2l/2%  annual  increase 
in  15  years.  The  assumed  interest 
rate  is  generally  0.5%  to  1.5%  be- 
low 30-year,  fixed-rate  mortgages. 

So-called  buydown  mortgages  are 
no  bargain  and  should  be  avoided. 
Whenever  you  see  someone  adver- 
tising a  9%  or  11%  mortgage  these 
days,  it's  likely  to  be  a  buydown 
arrangement.  Such  rates  are  power- 
ful selling  tools.  Usually,  though, 
it's  a  hard-pressed  builder  stuck 
with  homes  who  will  subsidize  the 
first  one  to  five  yeais  of  interest 
through  a  cash  payment  to  a  lender. 
Instead  of  getting  a  break  on  the 
price  of  the  house,  the  home  buyer 
pays  less  interest.  But  the  interest 
differential  is  lost  as  an  itemized  tax 
deduction  to  the  home  buyer. 

Don't  sign  up  for  a  balloon  mort- 
gage. These  arrangements  have  a 
maturity  that  can  be  as  short  as  3 
years,  as  long  as  15.  Monthly  pay- 
ments are  structured  as  if  the  debt 
were  due  in  30  years.  Most  of  the 
principal  is  due  when  maturity  ar- 
rives. The  early  U.S.  balloons  are 
now  beginning  to  come  due  and 
mortgage  lenders  are  predicting  a 
fairly  high  rate  of  default.  This  is  a 
risky  arrangement. 

Nothing  is  standard  in  this  field. 
Shop  around.  Agents  and  builders 
should  know  lenders.  Otherwise,  do 
your  own  legwork  contacting  mort- 
gage bankers  (listed  in  the  Yellow 
Pages),  savings  associations  or  com- 
mercial banks.  ■ 
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Stock  Comment 


7  >ere  may  come  a  worthwhile  correc- 
tion, giving  those  who  missed  the  first  a 
buy  opportunity,  but  its  risky  to  wait. 

ACROPHOBIA 


By  Heinz  H.  Biel 


Acrophobia,  the  fear  of  high  places, 
is  a  feeling  that  investors  had  not 
experienced  for  some  time.  Its 
symptoms  are  a  combination  of  diz- 
ziness and  numbness  that  has  an 
adverse  effect  on  the  decision-mak- 
ing process. 

Most  people  make  the  mistake  of 
thinking  that  the  stock  market 
should  behave  in  a  rational  manner. 
However,  this  is  definitely  not  the 
case.  If  it  were,  it  would  be  easier  to 
predict  the  market's  future  course. 
Presumably,  then,  we  wouldn't 
have  a  market  at  all,  as  there  would 
be  only  buyers  or  only  sellers. 

Over  the  years  I  have  said  many 
times  in  this  column  that  the  time 
to  buy  stocks  is  when  the  foresee- 
able future  looks  so  darn  bleak  that 
the  last  thing  you  really  want  to  do 
is  buy  stocks.  When  things  look 
dark,  so  many  people  think  bleakly 
that  stocks  begin  to  scrape  bottom. 
Since  bottoms  have  a  nasty  way  of 
dropping  even  lower,  the  reluctance 
to  buy  stocks  when  they  are  truly 
cheap  is  understandable. 

The  mid-August  stock  market  re- 
versal came  with  a  vengeance.  Trig- 
gered by  a  decline  in  interest  rates 
and  forecasts  of  even  lower  rates  to 
come,  stocks  soared.  Except  for  a 
brief  period  of  consolidation  in  Sep- 
tember, they  went  straight  up,  ig- 
noring the  mass  of  negative  busi- 
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ness  statistics  as  well  as  poor  corpo- 
rate earnings  reports. 

What  the  stock  market  seems  to 
be  telling  us  is  that  the  seeds  are 
already  in  the  ground  for  an  eco- 
nomic recovery  that  may  be  stron- 
ger and  more  soundly  based  than 
some  of  the  gloomy  but  very  vocal 
Wall  Street  economists  predict. 

There  are  reasons  to  believe  that 
the  financial  health  of  this  country 
is  improving.  Corporations  are  do- 
ing their  darnedest  to  clean  up  their 
balance  sheets  by  funding  their 
short-term  debt,  selling  off  unneed- 
ed  assets,  shutting  down  unprofit- 
able facilities  and  cutting  excess  in- 
ventories. They  are  also  trimming 
the  fat  that  inevitably  accumulates 
during  periods  of  relative  prosperity 
in  order  to  rebuild  their  slimmed- 
down  profit  margins. 

Individuals,  too,  are  mending 
their  ways.  They  have  become  too 
scared  to  continue  their  past  profli- 
gacies. They  have  become  reluctant 
to  buy  homes  they  can't  afford  or 
automobiles  on  60-month  install- 
ment plans. 

Drastically  lower  interest  rates 
are  helpful,  if  not  essential,  to  give 
the  spark  for  the  upturn.  It  is  to  be 
hoped,  however,  that  Paul  Volcker's 
Fed  will  continue  to  use  prudent 
restraint  in  its  monetary  policies.  I 
doubt  that  strong  and  potentially 
inflationary  stimulants  will  be 
needed  to  end  this  recession.  If  a 
natural  recovery  can  be  accom- 
plished, then  Ronald  Reagan  will 
have  a  much  easier  time  in  1984 
than  he  had  in  this  year's  election. 

This  fairly  optimistic  appraisal  is 
not  shared  by  everyone.  The  invest- 
ment advisory  services  are  not,  at 
least  not  yet,  overwhelmingly  bull- 
ish. While  buyers  of  stocks  have 
been  far  more  aggressive  than  the 
sellers,  the  bears  have  been  selling 
stocks  short  as  never  before. 
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It  is  noteworthy  that  this  year's 
rise  in  the  Dow,  close  to  its  previous 
peak  of  nearly  ten  years  ago,  com- 
pletely ignores  the  tremendous  in- 
flation that  has  taken  place  in  the 
past  decade.  Adjusted  for  inflation, 
the  Dow  should  be  well  above  2000 
to  make  a  real  new  high. 

Also  to  be  noted  is  the  fact  that 
energy-related  and  the  so-called 
smokestack  industries  have  partici- 
pated in  this  bull  market — or  shall 
we  still  call  it  a  "rally"? — only  to  a 
very  minor  degree.  Just  look  at  the 
steels,  the  coppers  and  other  badly 
mauled  victims  of  the  recession. 
Sure,  their  current  losses  are  hor- 
rendous, frightening,  but  if  and 
when  the  recovery  sets  in,  these  cy- 
clical industries  will  recover,  too, 
and  that  would  give  the  stock  mar- 
ket averages  another  lift. 

I  am  not  immune  to  acrophobia 
myself.  There  have  been  price  ad- 
vances that  make  your  head  swim 
and  sorely  tempt  you  to  take  some 
profits — even  short-term  profits, 
alas.  There  may  come  a  worthwhile 
correction,  giving  another  buying 
opportunity  to  those  who  missed 
the  first  sailing  of  the  boat  or  to 
those  who  couldn't  resist  taking 
that  quick  and  easy  profit.  Unfortu- 
nately, all  too  many  of  us  want  to 
pay  just  a  point  or  two  less,  and  so 
may  miss  the  boat  again. 

The  big-capitalization  stocks  of 
high  quality,  bought  in  huge  quanti- 
ties by  institutions,  paced  this  bull 
market.  They  are  no  longer  cheap 
and  seem  to  be  on  the  way  to  be- 
coming today's  "one-decision 
stocks."  But  it  isn't  that  bad  yet. 
Take  Eastman  Kodak,  for  example: 
In  early  1973  it  sold  above  150,  with 
earnings  in  that  year  of  $4.05  a 
share.  Now  it  sells  in  the  90s  (up 
50%  from  last  year's  low),  but  earn- 
ings could  top  $9  next  year,  a  multi- 
ple of  about  10,  vs.  over  37  a  decade 
ago.  If  you  are  still  out  of  the  market 
and  don't  want  to  buy  the  oils  and 
the  depressed  cyclicals,  don't  be 
afraid  of  the  superblue  chips.  John- 
son &  Johnson  (40),  depressed  by  the 
Tylenol  episode,  is  not  likely  to  suf- 
fer lasting  damage.  This  premier 
company  is  now  on  my  buy  list. 

Correction:  AT&T  was  split  2-for- 
1  in  1964,  not  3-for-l  as  was  stated 
in  my  Ma  Bell  column  (Oct.  25).  The 
present  $5.40  dividend  rate  is  3.6 
times  greater  than  the  pre-splits  $9 
rate. ■ 
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Stock  Trends 


Ith  interest  rates  headed  down,  the 
r  eater  risk  may  be  in  having  too  much 
cash  and  not  enough  bonds  and  stocks. 

TOO  GREAT 
EXPECTATIONS? 


By  Ann  C.  Brown 


It  took  less  than  three  months  and 
two  spectacular  rallies  to  boost  the 
stock  market  33%,  as  measured  by 
the  DJI.  It  took  one  day  for  the  Dow 
to  drop  36  points.  It  took  no  time  at 
all  for  investors  to  begin  asking: 
"Are  we  still  in  a  bull  market?  Will 
we  have  an  economic  recovery?" 

As  far  as  the  recovery  is  con- 
cerned, once  the  election  results 
fade  into  history,  chances  are  we 
will  be  back  to  "Reaganomics  as 
usual,"  whatever  that  means,  con- 
sidering the  Administration's  sur- 
prisingly pragmatic  willingness  to 
modify  what  seemed  to  be  sacro- 
sanct policies.  However,  the  Presi- 
dent has  clearly  announced  his  op- 
position to  further  tax  increases, 
which  means  that,  at  least  for  now, 
the  economy  will  continue  to  re- 
ceive substantial  fiscal  stimulus  as 
a  result  of  a  huge  federal  budget 
deficit. 

Reducing  expenditures  on  social 
programs  will  remain  one  of  the 
President's  priorities,  but  it  appears 
he  will  have  an  up-Capitol  Hill  bat- 
tle all  the  way.  Considering  the 
mood  of  the  public  and  what  many 
people  have  been  through  during 
the  past  couple  of  years,  I  doubt 
whether  any  congressman  or  sena- 
tor wants  to  lead  an  early  charge  to 
curtail  entitlements.  Later  on,  may- 
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be — but  by  then,  the  elections  of 
1984  will  be  upon  us.  So,  while 
there  may  be  a  lot  of  talk  about 
cutbacks  in  Medicare,  Medicaid, 
food  stamps  and  every  administra- 
tion's albatross,  Social  Security, 
that's  all  there  is  likely  to  be.  Talk. 

Reaganites  will  still  push  for 
heavy  defense  spending.  However, 
it  looks  like  more  stretch-outs  and 
outright  project  cancelations  as  the 
public  continues  to  register  its  pref- 
erence for  wages  and  work  opportu- 
nities over  new  weapons  systems.  If 
we  get  in  a  Falkland-type  situation, 
or  if  we  become  involved  in  a  war  in 
the  Middle  East,  all  bets  are  off. 

As  important  as  the  above-men- 
tioned fiscal  factors  are  to  helping 
lift  the  nation  out  of  the  worst  re- 
cession since  the  Great  Depression, 
far  more  important  is  monetary 
policy,  which  has  become  increas- 
ingly accommodative.  Just  how 
generous  Volckernomics  will  be, 
and  for  how  long,  is  the  stock  mar- 
ket's chief  concern.  My  guess  is  that 
we  may  be  in  for  somewhat  cheaper 
money  for  considerably  longer  than 
most  people  anticipate.  For  now,  it 
seems  unlikely  that  the  Fed  will 
tighten  up  on  the  money  supply 
while  high  unemployment,  low  pro- 
ductivity and  personal,  company 
and  international  bankruptcies  (or 
the  possibility  of  such  bankrupt- 
cies) dominate  the  headlines. 

Another  reason  that  monetary 
policy  is  apt  to  be  less  restrictive  for 
some  time  to  come  has  to  do  with 
the  current  state  of  consumer  confi- 
dence. Both  the  not-so-rich  and  the 
rich  have  been  badly  battered  by 
the  loss  of  jobs,  the  lack  of  jobs, 
reductions  in  raises  and  bonuses 
and  diminished  individual  net 
worth,  as  the  prices  of  homes  and 
collectibles  fell  along  with  those  of 
securities.  Unlike  the  latter,  the  for- 
mer have  yet  to  recover  more  than  a 
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fraction  of  their  lost  value. 

Business,  too,  should  provide  an- 
other reason  for  keeping  interest 
rates  lower  longer,  since  corporate 
America  is  operating  at  scarcely 
more  than  two-thirds  of  capacity. 
The  sales  of  many  industrial  firms 
are  beginning  to  pick  up,  but  some 
of  these  companies  still  appear  to  be 
selling  out  of  inventory,  although  in 
most  industries  inventories  are  re- 
markably lean.  Suffice  it  to  say  that 
few  if  any  manufacturers  will  rush 
out  to  build  new  factories  or  buy 
new  machinery  until  managements 
become  convinced  that  good  times 
are  here  to  stay.  Recessions  hurt  and 
long  recessions  hurt  a  long  time. 

With  both  fiscal  and  monetary 
policies  apparently  aimed  in  the 
same  positive  direction,  the  stock 
market  should  continue  to  rise.  The 
bloom  may  be  off  the  initial  boom 
in  that  some  very  big  gains  have 
already  been  posted.  However,  with 
interest  rates  headed  down,  it 
would  appear  that  the  greatest  risk 
today  may  be  in  having  too  much 
cash  and  not  enough  bonds  and 
stocks,  particularly  stocks.  Once  in- 
vestors begin  to  see  the  improve- 
ment in  earnings,  which  has  already 
shown  up  in  some  third-quarter  re- 
ports— and  which  should  be  com- 
monplace after  the  current  quar- 
ter— the  ranks  of  believers  should 
swell.  There's  still  a  tremendous 
amount  of  money  on  the  sidelines 
both  here  and  abroad  and,  as  events 
in  late  August  and  early  October 
proved,  it  doesn't  take  much  buying 
to  move  the  market. 

One  stock  whose  price  still  seems 
reasonable,  considering  its  attrac- 
tive prospects,  is  Warner  Communi- 
cations (53).  No  stranger  to  this  col- 
umn (first  recommended  in  August 
1977  at  a  split-adjusted  price  of  8), 
the  company  is  into  films,  records, 
cable  TV,  computers  and,  perhaps 
best  known  of  all,  video  games.  Its 
Atari  division  is  responsible  for  the 
phenomenally  successful  Pac-Man 
home  video  cartridge.  With  the  re- 
lease of  two  games,  E.T.  and  Raiders 
of  the  Lost  Ark,  in  time  for  Christ- 
mas, and  the  home  version  of  Ms. 
Pac-Man  and  Centipedes  early  next 
year,  Warner  Communications 
should  continue  to  show  higher 
earnings.  For  1982,  per-share  esti- 
mates are  for  $5.35  to  $5.40,  vs. 
$3.57  in  1981.  Next  year,  as  much 
as  $7  is  possible.  ■ 
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The  Contrarian 


stock  market  roared  back,  and  once 
again  the  validity  of  the  low  PIE  in- 
vestment approach  was  vindicated.  " 

SCORECARD 


By  David  Dreman 


"Statistically,  it  looks  good,"  a  read- 
er of  this  column  wrote  me  recent- 
ly. "The  record  of  buying  low  P/E 
stocks  is  impressive  over  time, 
but,"  he  continued,  "how  did  they 
do  in  the  depressive-manic  markets 
of  the  recent  past;  weren't  they  left 
on  the  sidelines  as  the  market 
roared  through  the  roof?" 

I  am  glad  he  asked.  Let's  look 
back  at  the  record  of  all  stocks  rec- 
ommended here  from  lan.  1,  1981 
through  Oct.  25,  1982— a  20-month 
period  that  saw  the  Dow  Jones  and 
S&P's  averages  first  dive  and  then, 
turning  abruptly,  put  on  the  most 
breathtaking  rally  in  history.  How 
did  the  70  stocks  I  recommended 
compare  with  the  S&P's  500  over 
this  wild  period? 

Were  the  low  P/E  stocks  left  in 
the  dust  in  the  rally?  No  way.  This 
group — the  majority  high-yielding, 
big-capitalization  issues — more 
than  held  their  ground.  The  abso- 
lute average  return  was  17.2%, 
about  40%  better  than  the  12.4% 
recorded  by  the  S&P's  (dividends 
were  included  in  both  cases). 

Since  the  mean  holding  period 
was  ten  months,  the  annual  rates  of 
return  were  higher — 20.6%  for  the 
low  P/Es  and  14.5%  for  the  S&P's 
500.  You  can  understand  why  I  am 
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glad  to  answer  that  question. 

And  how  did  low  P/E  stocks  do, 
compared  with  high  P/Es?  Again 
the  answer  is,  very  well.  The  results 
of  both  the  low  P/Es  and  the  S&P's 
were  substantially  above  those  of 
the  "hot-button"  groups  of  the  last 
few  years:  new  issues,  junior  energy 
and  high-tech  issues,  many  of 
which  collapsed,  taking  out  the 
most  recent  generation  of  specula- 
tors and  gunslingers. 

As  I  have  written  before,  when  a 
market  is  dirt  cheap,  don't  be  a  hero 
by  trying  to  catch  the  bottom.  For 
most  of  us,  it's  smarter  to  stay  fully 
invested.  Unlike  the  timers  left  on 
the  sidelines — despite  their  sophis- 
ticated weaponry,  ranging  from 
technical  analysis  to  tea  leaves — 
the  fully  committed  investor  roared 
back  with  the  rally. 

Another  crucial  rule  that  proved 
out  again  is  the  need  to  diversify. 
No  method,  regardless  of  its 
strength,  will  give  you  an  unbroken 
string  of  winners.  There  will  be 
some  rotten  eggs  served  up  with  the 
golden. 

The  message  of  diversification 
comes  out  loud  and  clear  with  the 
three  oil-service  stocks  that  I 
thought  were  fundamentally  under- 
valued when  recommended  in  the 
Apr.  12,  1982  issue.  They  were  al- 
ready down  60%,  trading  at  low 
P/Es,  with  solid  finances  and  rea- 
sonable yields.  After  years  of  being 
manic,  sheer  depression  set  in 
among  institutional  investors  who 
could  not  move  the  oil-service  is- 
sues out  fast  enough,  even  at  these 
depressed  levels.  And  so  they 
dropped  even  further,  making  my 
recommendations  look  bad.  The 
point  is:  Not  all  low  P/E  stocks  are  a 
buy  at  any  given  time.  Hence  the 
need  to  diversify  among  them. 

Should  the  oil-service  group  be 
sold  now  and  losses  taken?  Defi- 
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nitely  not,  although  I  would  wait 
for  the  final  "purifying"  of  accounts 
during  the  tax-selling  season  before 
buying  more.  It's  precisely  in  this 
type  of  overreaction  that  big  bucks 
are  made. 

In  spite  of  the  oil-service  setback, 
overall  my  low  P/Es  did  very  well. 
The  best  among  them  was  the  group 
of  stocks  recommended  in  the  Aug. 
2,  1982  issue,  which  moved  up  an 
average  of  59%.  This  time,  a  very 
out-of-favor  group,  the  property-ca- 
sualty and  multiline  insurers,  took 
off.  Aetna  moved  up  24%;  CIGNA, 
40%;  and  Crum  &  Forster,  105%, 
the  latter  on  the  announcement  of 
an  agreement  to  be  taken  over  by 
Xerox  Corp. 

Crum  &  Forster  is  an  example  of 
an  exciting  freebie  that  is  some- 
times handed  out  to  the  low  P/E 
investor.  Savvy  corporate  treasurers 
on  the  hunt  for  value  often  find  it  in 
precisely  these  companies.  When 
recommended,  Crum  &.  Forster 
traded  at  a  P/E  of  5  and  35%  below 
book;  the  Xerox  offer  is  at  $55,  or  a 
72%  premium  to  book. 

Finally,  there  is  an  added  safety 
factor  to  buying  value  cheap.  Big, 
financially  strong,  high-yielding 
companies  provide  resistance  to 
market  declines  and,  as  the  records 
show,  they  kick  back  quickly  in  an 
upturn. 

So  much  for  recent  history,  which 
links  neatly  to  the  record  of  the 
past.  Where  does  one  go  from  here? 
Answer:  There  is  still  plenty  of  val- 
ue around,  not  the  least  of  which 
lies  in  the  multiline  insurers,  in 
spite  of  their  runup. 

Two  I  would  look  at: 

CIGNA  (43),  the  second-largest 
multiline,  is  trading  at  6  times  de- 
pressed 1982  earnings,  and  yields 
5.4%.  Bad  year  or  no,  the  dividend 
has  been  hiked  twice,  and  has 
jumped  130%  since  1978. 

Travelers  (23),  another  multiline 
company,  has  a  price/earnings  ratio 
of  6,  yields  6.9%  and  trades  at  a 
discount  of  more  than  30%  from  its 
book  value  of  33.  Both  CIGNA  and 
Travelers  should  have  better  earn- 
ings next  year,  as  the  property/ca- 
sualty  cycle  begins  to  improve. 

Sure,  there  may  be  methods  out 
there  with  more  dazzle.  But  the  low 
P/E  approach  has  served  up  first- 
rate  results  and  allows  one  to  sleep 
at  night.  For  me,  that's  more  than 
enough.  ■ 
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Sonat  Offshore  Drilling 


LI- 


Southern  Forest  Products 


Sonat  Exploration 


Sonat  Marine 


Southern  Natural  Gas 


What  do  you  call  a  company 
thats  paid  a  dividend  every  year  for  the 
past  45  years? 


When  you're  looking  for  outstanding  financial 
performance,  look  at  a  company's  long-term  record. 

Does  the  performance  go  back  5, 10,  or  20 
years?  Or  even  further? 

Sonat's  does.  Our  dividends  have  grown  at  a 
compound  annual  rate  of  19%  over  the  past  5  years. 
And  our  uninterrupted  dividend  record  goes  back 
45  years. 

Earnings  show  the  same  combination  of 
strong  recent  and  consistent  long-term  perfor- 
mance. Our  earnings  increased  18%  in  1981.  The 
5-  and  10-year  rates  of  increase  are  16%  and  15% 
respectively.  Earnings  per  share  increased  each 
year  from  1959  to  1981,  growing  at  a  compound 
annual  rate  of  14%. 

Sonat  has  revenues  and  assets  of  over  $2.6 
billion.  Our  operations  across  the  U.S.  and  overseas 
include:  Southern  Natural  Gas,  Sonat  Exploration, 
Sonat  Offshore  Drilling,  Sonat  Marine,  and 
Southern  Forest  Products. 

To  learn  still  more  about  us,  write:  Sonat  Inc., 
Corporate  Communications,  Dept.  FB-ll/22, 
P.O.  Box  2563,  Birmingham,  Alabama  35202. 
Telephone:  205/325-3800  or  212/344-7955. 
Ask  for  our  annual  report. 


Commodities 


If  spring  comes  next  year  (and  so  far  the 
record  is  perfect),  then  gasoline  will  once 
again  sell  at  a  premium  to  heating  oil. 

A  BtuFUL  SPREAD 


By  Stanley  W.  Angrist 


In  August  1978  the  New  York  Mer- 
cantile Exchange  began  trading  a 
low  sulfur,  No.  2  heating  oil  con- 
tract, with  delivery  in  New  York 
Harbor.  In  October  1981  the  Merc 
added  a  contract  that  calls  for  deliv- 
ery of  leaded  gasoline,  also  in  New 
York  Harbor. 

Heating  oil  futures  are  now  a  very 
popular  trading  vehicle  at  the  Merc; 
the  average  monthly  trading  vol- 
ume this  year  has  been  over  135,000 
contracts — up  almost  100%  from 
last  year's.  The  gasoline  contract, 
even  though  it  has  been  offered  for 
only  a  year,  has  had  an  average 
monthly  trading  volume  of  more 
than  7,000  contracts.  Contributing 
to  the  gasoline  contract's  success 
has  been  the  extreme  volatility  of 
its  wholesale  price. 

Recognizing  both  the  crucial  role 
that  energy  plays  in  the  economy 
and  its  now-volatile  nature,  the 
Merc  has  applied  for  permission  to 
trade  a  crude  oil  contract,  with  de- 
livery at  Cushing,  Okla.,  a  major 
pipeline  terminus;  it  hopes  to  start 
trading  it  in  1983. 

Both  of  these  contracts  have 
proved  popular  with  hedgers,  as 
well  as  with  speculators.  It  is  com- 
monly assumed  that  contracts  not 
traded  by  hedgers  will  ultimately 
fail.  Perhaps  the  most  popular  use  of 
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the  heating  oil  contract  has  been  to 
enable  fuel  oil  dealers  to  offer  a 
fixed  price  for  heating  oil  to  their 
customers  for  the  winter  heating 
season.  They  do  this  by  taking  up 
long  positions  in  the  futures  mar- 
kets, using  contracts  that  expire 
during  the  winter  months.  That 
way  they  know  what  their  supplies 
are  going  to  cost,  and  then  they  may 
easily  fix  costs  for  their  customers. 

The  second  big  use  of  the  heating 
oil  contract  has  been  by  transporta- 
tion providers,  to  fix  their  cost  of 
fuel.  Though  heating  oil  is  primar- 
ily used  to  heat  individual  and 


If  winter  come. . . 


Since  the  April  gasoline  contract 
started  to  trade,  it  has  not  moved 
very  far  in  price  from  the  price  of 
heating  oil.  Come  next  spring, 
that  won't  be  true. 

Cents  pet  gallon 


28    30     4      6      8      12     14    18  20 


Sept.  Oct. 

multifamily  residences,  it  is  also 
used  to  generate  steam  for  use  in 
electric  power  plants,  and  it  is  very 
similar  in  its  characteristics  to  die- 
sel  fuel. 

The  two  contracts,  heating  oil 
and  leaded  gasoline,  have  been 
structured  to  be  similar.  Both  call 
for  delivery  of  42,000  gallons  (1,000 
barrels)  of  product  in  New  York 
Harbor.  (Less  than  3%  of  all  con- 
tracts now  result  in  any  deliveries, 
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which  is  the  way  a  well-designed 
futures  contract  should  work.) 
Prices  are  quoted  in  cents  per  gallon 
with  a  maximum  daily  price  move 
of  2  cents  per  gallon  permitted 
above  or  below  the  preceding  day's 
settlement  price  ($840  per  contract). 
The  minimum  price  fluctuation  is 
.01  cents,  or  $4.20  per  contract. 

Recently,  heating  oil  futures  have 
risen  about  13  cents  a  gallon  from 
their  midsummer  lows.  The  Ameri- 
can Petroleum  Institute  reported 
that  distillate  stocks  (which  include 
heating  oil)  were  163.2  million  bar- 
rels— the  lowest  beginning-of-Octo- 
ber  stocks  since  1961.  Stocks  trail 
last  year's  by  22%  nationwide  and 
by  40%  in  New  England.  If  this  pat- 
tern persists  during  the  fourth  quar- 
ter, stocks  could  be  down  as  low  as 
144  million  barrels,  only  19  million 
barrels  above  the  critical  125-mil- 
lion-barrel  level  at  which  spot 
shortages  can  occur. 

It  seems  highly  unlikely  that  re- 
finers will  allow  any  such  shortages 
to  occur,  as  they  are  operating  at 
only  73%  of  capacity,  which  means 
they  can  easily  step  up  production, 
if  necessary,  to  meet  demand. 

Just  as  one  might  expect,  the  de- 
mand for  heating  oil  and  gasoline  is 
quite  seasonal.  This  seasonality  sets 
up  the  possibility  of  some  interest- 
ing spreads.  The  most  obvious  one 
at  this  time  involves  the  April  con- 
tracts for  gasoline  and  heating  oil. 
Recently,  they  have  been  selling 
very  close  to  each  other  in  price  (see 
chart)  By  April  the  heating  season  is 
essentially  over  and  the  driving  sea- 
son is  starting.  This  suggests  going 
long  the  April  gasoline  contract 
while  going  short  the  April  heating 
oil  contract  within  2  cents  of  even 
money  either  way.  (The  more  of  a 
premium  you  can  get  for  the  heating 
oil  the  better  off  you  are.) 

I  would  look  for  a  premium  of  7 
cents  per  gallon  ($2,940  per  spread) 
for  the  gasoline.  I  would  risk  no 
more  than  3  cents  per  gallon  from 
my  entrance  points  ($1,260  per 
spread).  The  margin  on  this  spread 
should  be  no  more  than  $500,  the 
round- turn  commission  about  $100. 

Be  forewarned:  The  spread  could 
move  dramatically  against  you 
should  heating  oil  have  a  strong 
spurt  in  price.  Also  note  that  the 
April  gasoline  contract  is  still  rather 
thin,  and  limit  orders  should  be 
used  in  entering  this  trade.  ■ 
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ruling:  on  trade  disputes 

Japanese  set  lo  benefit  from 
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tie  newspaper  on  the  left  you  know,  the  one  on  the  right 
>u  might  not.  The  Financial  Times  is  the  primary  source 

business  information  for  European  and,  increasingly, 
.S.  and  other  world  business  leaders. 

In  fact,  to  ensure  you  do  receive  a  complete  picture 

the  international  business  world  we  have  255  specialist 
urnalists  and  18  foreign  bureaus  around  the  world, 
lat's  three  times  as  many  foreign  bureaus  as  the  paper 
l  the  left. 

Never  before  has  international  competition  been  so 
sree  nor  the  need  for  American  executives  to  get  a  fast 
id  deep  view  of  the  international  business  world  been 
» great. 

That's  why  the  international  edition,  printed  in 
ankfurt,  leaves  for  New  York  ahead  of  the  sun  on  a 
a.m.  flight,  connects  with  our  delivery  system  and  is 
en  rushed  to  you. 

Financial  Times 

Europe's  business  newspaper 
now  for  the  International  American. 
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Observations 


The  Board  of  Directors  of 
ENSERCH  Corporation  on 
October  28,  1982,  declared 
a  regular  quarterly  dividend 
of  40  cents  per  share  of 
common  stock,  payable 
December  6,  1982,  to 
shareholders  of  record 
November  19,  1982. 


For  additional  information, 
please  write  to  Benjamin  A. 
Brown,  Vice  President,  Dept.  C, 
ENSERCH  Center,  Box  999, 
Dallas,  Texas  75221. 


CORPORATION 


Fifty/ 

Fifty. 


These  are  odds  that  no  one 
would  care  to  bet  on. 

But  the  thousands  ot  sons 
and  daughters  ot  Huntington's 
Disease  patients  have  no 
choice  They  were  born  with  a 
50/50  chance  of  inheriting  this 
terrifying,  fatal  illness 

For  potential  H  D  victims, 
everyday  is  a  gamble 
And  if  they  lose,  it's  for  keeps 

Give  generously  to  the 
National  Huntington  s  Disease 
Association 

Help  make  this  generation  its  last 


H> 


Naiional  Hunhnglon  s  Disease  Association 
1?8A  Easi  74  Street  New  Ycrk  NY  10021 
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Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

.  1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310 


The  pay-as-you-go  concept  of  Sociall 
Security  creates  a  problem  that  Congressl 
will  have  to  face  up  to  sooner  or  later. 

SOCIAL  SECURITY 
REVISITED 


By  Ashby  Bladen 


It  seems  to  me  that  this  year's  elec- 
tion campaigns  hit  a  new  low  for 
naked  appeals  to  voters'  short-run 
self-interest.  Politicians  seem  to 
have  lost  sight  of  the  fact  that  a 
good  many  of  us  vote  for  what  we 
believe  to  be  good  for  the  country  as 
a  whole  because  we  recognize  that 
our  real  self-interest  lies  in  being 
citizens  of  a  strong,  happy  and  pros- 
perous nation.  A  particularly  dis- 
tressing feature  was  the  implication 
that  opponents'  doubts  about  spe- 
cial-interest programs  were  moti- 
vated by  malice,  in  spite  of  the  exis- 
tence of  good  and  persuasive  rea- 
sons for  any  thoughtful  person 
having  doubts  about  those  pro- 
grams. I  suppose  I  was  particularly 
sensitized  to  this  kind  of  scumlous- 
ness  because,  just  before  the  cam- 
paign started,  it  was  done  to  Martin 
Feldstein. 

Professor  Feldstein  was  a  director 
of  Phoenix  Mutual  Life  when  I 
joined  the  company.  He  has  a  very 
quick  as  well  as  a  powerful  mind. 
He  is  an  independent  thinker  who 
will  call  the  pitches  exactly  as  he 
sees  them,  and,  in  my  opinion,  he 
will  make  an  exceptionally  fine 
chairman  of  the  Council  of  Eco- 
nomic Advisers.  Nevertheless,  ob- 
jections were  raised  to  his  appoint- 

Ashby  Rlcuien  is  senior  nee  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


ment  on  the  grounds  that  he  i: 
against  housing  and  against  Socia 
Security. 

In  fact,  Professor  Feldstein  has 
made  a  fundamental  point  abou' 
each  of  these  subjects  that  I  thint 
any  fair-minded  person  would  agree 
is  reasonable,  and  that  I  happen  tc 
believe  is  right.  He  has  pointed  oui 
that  since  Social  Security  is  a  pay 
as-you-go  program,  it  does  not  accu 
mulate  any  significant  amount  o 
capital  that  can  be  used  to  make 
productive  real  investments.  And 
since  it  promises  to  pay  us  a  retire 
ment  income  that  we  otherwise 
would  not  have,  it  makes  sense  fo: 
us  to  save  less  than  we  would  if  we 
had  to  provide  completely  for  ou: 
own  old  age. 

The  U.S.  came  out  of  World  Wa: 
II  with  its  housing  stock  in  rathe: 
bad  shape,  and  ever  since,  we  have 
had  government  subsidies  and  ta? 
breaks  that  encouraged  investmen- 
in  housing.  So  about  half  of  the 
long-term  capital  that  is  created  ir 
this  country  goes  to  finance  hous 
ing,  which  is  not  a  productive  asset 
This  combination  of  a  relatively 
low  savings  rate,  which  is  at  leas 
partly  attributable  to  Social  Secun 
ty,  and  the  investment  of  half  those 
savings  in  housing  is  the  main  rea 
son  our  industry  is  losing  out  tc 
people  like  the  Japanese,  who  live  ir 
paper  houses  but  who  have  moderr 
and  efficient  factories.  Pointing  ou- 
these  facts  of  life  doesn't  mean  tha 
anybody  is  "against"  anything. 

The  fact  that  the  old  age  trus 
fund  now  has  to  borrow  from  the 
other  trust  funds  is  not  in  itself  i 
matter  for  great  concern.  But  the 
pay-as-you-go  concept  does  create  £ 
major  problem  that  the  Congress  i; 
simply  going  to  have  to  face  up  tc 
sooner  or  later.  The  sin  of  the  Socia 
Security  reformers,  who  have  beer 
accused  of  being  against  the  elderly 
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is  that  they  would  rather  face  up  to 
the  problem  now  while  it  is  some 
time  off  and  not  wait  until  it  be- 
:omes  an  imminent  crisis. 

One  of  my  earliest  memories  of  a 
financial  discussion  dates  back  to 
1936  or  1937,  when  my  father  and 
jther  deep  thinkers  in  the  insurance 
business  argued  that  selling  Social 
security  as  an  insurance  scheme 
»vas  tantamount  to  fraud  because  of 
;he  lack  of  a  proper  reserve  basis  for 
unding  it.  When  a  private  financial 
restitution  like  the  one  I  work  for 
jromises  to  pay  someone  a  benefit 
n  the  future,  we  charge  a  premium 
:hat  will  be  adequate  to  pay  the 
jenefit,  assuming  only  that  it  earns 
i  modest  rate  of  interest  in  the 
neantime.  In  other  words,  we  re- 
juire  people  to  save  for  their  bene- 
its  beforehand.  Then  we  lend  those 
iavings  to  someone  who  can  afford 
:o  pay  interest  on  them  because  he 
nvests  them  in  the  productive  tools 
hat  make  human  efforts  more  effi- 
cient. Private  financial  institutions 
ike  insurance  companies  are 
nechanisms  through  which  people 
:an  save  for  their  own  future  needs 
md  responsibilities,  and  businesses 
:an  borrow  to  finance  the  produc- 
ive  real  investments  that  improve 
mr  standard  of  living.  Social  Securi- 
y  does  neither.  The  taxes  you  pay 
oday  are  not  saved  to  provide  your 
etirement  benefits  tomorrow.  In- 
tead  they  pay  the  benefits  to  to- 
lay's  retired  people. 

Since  financial  institutions  stake- 
heir  solvency  on  the  adequacy  of 
heir  premiums,  we  have  a  great 
ncentive  to  be  conservative  in  cal- 
:ulating  them.  But  politicians  work 
»n  a  different  principle.  Optimism 
oday  holds  down  the  taxes,  and 
omebody  else  will  be  in  office  to- 
norrow  to  worry  about  the  deficit, 
rhey  did  not  foresee  that  the  Amer- 
can  people  would  choose  to  have 
un,  not  children,  so  that  the  stead- 
ly  rising  tax  burden  required  to  pro- 
ride  retirement  benefits  would 
ventually  threaten  to  become  a 
rippling  disincentive  to  gainful 
mployment — at  least  on  above- 
j-ound  taxpaying  payrolls.  In  the 
ong  run,  there  are  only  three  possi- 
►ilities:  1)  Tailor  the  retirement 
lenefits  to  the  taxes  that  working 
•eople  are  willing  to  pay.  2)  Post- 
ione  retirement  and  stay  in  gainful 
mployment  longer.  3)  Have  a  lot 
nore  children — fast.  ■ 
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Psychology  &  Investing 


How  does  a  computer  remember?  What  is 
Us  memory  cell?  Once  you  analyze  what 
happens  during  a  collusion,  understand- 
ing computer  memories  is  easy. 

MEMORIES 


By  S rally  Blotnick 


People  with  even  a  modicum  of  in- 
terest in  computers  eventually  find 
themselves  focusing  on  the  com- 
puter's memory:  It's  what  makes  a 
computer  more  than  a  mere  calcu- 
lating machine.  The  key  to  grasping 
how  a  computer  remembers  is  the 
concept  of  a  flip-flop,  which  we  will 
describe  in  a  moment.  By  contrast 
with  the  glories  of  the  human  mind, 
a  flip-flop  may  strike  you  as  an  un- 
derwhelming, even  trivial,  device. 
Nevertheless,  it  is  the  single  most 
important — and  most  common — 
circuit  in  a  computer.  In  the  Oct.  25 
issue  of  Forbes  we  saw  that  a 
bouncer  at  a  singles'  bar  who  took 
his  job  literally  could  be  replaced  by 
a  NAND  gate,  whose  symbol  and 
truth  table  are  as  follows: 


NAND  1      1  0 


That  is,  everyone  is  admitted  to  the 
place  except  couples  (row  4). 

Suppose  there  are  two  singles' 
bars  on  one  street,  each  with  a 
NAND  gate  at  its  front  door,  and 
their  owners  grow  tired  of  battling 
one  another  for  customers.  Let's  as- 
sume that  they  therefore  decide  to 
divide  the  available  business  be- 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


tween  them.  Each  partner  to  the 
collusion  may  be  afraid  that  the  oth- 
er will  get  a  bigger  piece  of  the  pie. 
What  to  do?  Install  a  digital  elec- 
tronic device  that  makes  certain  the 
rule  "One  for  you,  one  for  me"  is 
followed. 

The  device  can  be  implemented 
in  a  very  simple  manner  by  running 
a  wire  from  one  singles'  bar  to  the 
other.  Specifically,  the  wire  should 
run  from  the  output  of  the  NAND 
gate  at  the  first  bar  to  the  input  of 
the  NAND  gate  at  the  second.  The 
top  NAND  gate  is  labeled  H,  after 
its  bouncer,  Henry;  the  lower  one  is 
labeled  L,  after  its  bouncer,  Larry. 


A  Flip 


The  diagram  may  look  complicated, 
but  it  really  isn't,  as  will  be  clear  if 
we  discuss  it  step  by  step.  To  begin 
with,  we  know  that  if  a  couple 
shows  up  at  Henry's,  he  will  turn 
them  away.  That  is,  A  =  1  and  B=  1 
as  inputs  at  NAND  gate  H  produces 
Q  =  0  as  the  output  (see  row  4  of  the 
truth  table).  However,  if  only  one 
person  shows  up — say,  A  =  1  and 
B  =  0 — the  output,  Q,  is  1.  The  per- 
son is  given  the  go-ahead  to  enter. 

That  output  signal  is  carried  not 
only  to  Q,  it  is  also  carried  to  the 
other  singles'  bar  by  the  connecting 
wire.  Therefore,  NAND  gate  L 
knows  exactly  and  immediately 
what  the  output  of  NAND  gate  H  is. 

Notice  what  happens  if  Henry  is 
lucky  enough  to  have  only  one  per- 
son at  a  time  come  to  the  entrance 
of  his  bar.  In  that  case,  one  of  A  or  B 
will  always  =0,  and  therefore  Q 
will  always  =  1.  (See  rows  2  and  3  of 
the  truth  table.)  What  effect  does 


that  have  on  NAND  gate  L?  A  major 
one:  No  one  can  enter  Larry's!  For 
even  if  only  one  person  is  present, 
that  is,  C=l  (see  diagram  above), 
NAND  gate  L  is  fooled  into  think- 
ing that  two  people  are. 

NAND  gate  L  is  getting  signals 
from  two  sources:  It  is  receiving  a  1 
from  Henry's  bar.  Simultaneously, 
at  its  other  input,  C,  it  is  being  told 
that  a  single  has  shown  up.  Howev- 
er, that  looks  like  a  couple  to  Larry's 
NAND  gate — both  inputs  are  Is — 
and  so,  in  accordance  with  the  truth 
table,  it  produces  a  0. 

Note  that  the  output  of  NAND 
gate  L  has  a  line  over  the  top.  The 
line  means  "opposite"  or  "comple- 
ment." Thus,  q  is  read  as  "opposite 
of  Q,"  and  as  we  have  just  seen,  it 
really  is.  If  Q  =  1 ,  then  q  =  0.  If  Q  =  0 
(because  a  couple  tries  to  get  past 
Henry),  then  and  only  then  could 
q=1,  which  allows  a  single  who 
shows  up  at  Larry's  to  go  in. 

Henry  may  be  very  pleased  with 
the  arrangement,  since  it  allows 
what  happens  at  his  bar  to  deter- 
mine what  happens  at  Larry's.  How- 
ever, Larry  would  rightly  consider 
the  arrangement  lopsided. 

The  solution:  Each  bar  gets  to  con- 
nect a  wire  to  the  other,  so  that 
neither  place  has  the  upper  hand. 
The  electronic  device  pictured 
above  (a  flip)  turns  out  to  be  only 
half  of  what  is  needed  (a  flip-flop), 
which  looks  as  follows: 


A  Flip-Flop 

Again,  the  diagram  looks  compli- 
cated but  isn't.  This  is  just  two 
NAND  gates  keeping  an  eye  on  one 
another's  output,  through  cross- 
coupling.  To  a  computer  engineer, 
however,  flip-flops  are  of  enormous 
value,  because  a  flip-flop  is  either  in 
one  state  or  the  other:  either  Q  =  l 
and  Q  =  0,  or  q  =  0  and  Q  =  1 .  If  the 
output  Q  is  taken  as  the  state  of  the 
flip-flop,  computer  designers  have  a 
way  of  capturing  and  holding  one 
binary  digit.  That  is,  a  0  or  a  1  can  be 
parked  as  Q's  output,  and  it  will 
stay  that  way  until  something  is 
done  to  inputs  A  or  C  to  change  it. 

We  have  arrived  at  a  crucial  ques- 
tion: Why  does  a  flip-flop  deserve  to 
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Venture  Capital 


MONEY  &  INVESTMENTS 


Be  generous  with  equity  participation. 
What  are  you  really  giving  away? 

PEOPLING 
A  BUSINESS 


By  Thomas  P.  Murphy 


It  comes  as  one  of  those  silly 
shocks.  You  finally  have  your  fi- 
nancing; you  are  ready  to  start  a 
new  business — except  for  one  thing. 
People.  Where  do  you  find  them? 
How  do  you  choose  among  them? 
What  should  you  expect  from 
them?  What  should  they  expect 
from  you? 

If  you  come  from  big  business  it 
seems  especially  hard.  Personnel 
departments  somehow  manage  to 
furnish  a  supply  of  applicants.  Your 
job  was  to  choose  from  among 
them.  In  a  small,  new  business  you 
are  the  personnel  department,  and 
there  aren't  any  applicants.  Further- 
more, your  instincts  tell  you,  or 
they  should,  that  the  kind  of  people 
who  work  effectively  in  the  special- 
ized slots  of  big  business  are  not 
necessarily  right  for  a  small,  build- 
ing company. 

Where  do  you  start?  Your  first  job 
is  to  define  what  you  want.  If  you 
need  an  engineer,  obviously,  techni- 
cal competence  comes  first.  But  ver- 
satility is  a  strong  second.  The  day 
will  likely  come  when  that  engineer 
has  to  go  out  and  make  sales  calls. 
He  had  better  be  the  sort  that  can  do 
it.  By  the  same  token,  the  market- 
ing people  should  be  able  to  get  a 
handle  on  a  wrench.  So  you  need 
versatility  and  flexibility.  It  is  a 
question  of  ability,  but  attitude  is 
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also  very  important.  The  young 
adapt  better  than  older  people  and 
the  bright  better  than  the  limited. 
And  don't  worry  about  an  applicant 
being  overquahfied.  A  small  com- 
pany can  absorb  all  of  the  ability 
anyone  can  bring  to  it. 

At  any  rate,  definition  comes 
first,  deciding  what  skills  and  hu- 
man qualities  you  are  really  looking 
for.  Next  is  finding  them. 

While  I  would  do  all  the  obvious 
things,  including  hiring  from  my 
old  employer,  newspaper  ads  and 
employment  agencies,  my  own  ex- 
perience is  that  executive  search 
firms — the  headhunters — are  worth 
their  outrageous  fees.  It  is  painful  to 
pay  one-fourth  to  one-third  of  an 
employee's  first  year's  wages  to  a 
search  firm.  Nevertheless,  the 
search  firms  have  turned  out  to  be 
the  best  recruitment  tool  I  have 
found  for  small  companies. 

Since  we  are  in  the  middle  of  a 
recession,  their  fees — and  especially 
their  terms — tend  to  be  negotiable. 
If  nothing  else,  bargain  for  a  com- 
mitment on  the  part  of  the  search 
firm  to  replace  a  new  hireling  if  he 
or  she  doesn't  work  out.  Most  firms 
offer  a  30-day  trial  period  for  a  new 
employee.  You  can  usually  push  for 
90  days,  and  one  entrepreneur  I 
know  regularly  calls  the  recruiter 
on  the  89th  day:  "I'm  still  not  sure 
about  lones.  If  you'd  like  to  give  me 
another  60  days,  I'll  work  with  him. 
Otherwise,  I  am  going  to  fire  him 
today." 

Small  companies  do  not  have 
many  advantages  in  recruitment, 
but  they  do  have  a  couple.  A  major 
one  is  the  ability  to  be  indifferent  to 
credentials.  Since  small  companies 
aren't  making  lifetime  commit- 
ments, they  can  risk  unconvention- 
al hiring.  One  of  the  cleverest  elec- 
tronics engineers  I  ever  met  had  a 
high  school  diploma  and  a  little 


training  in  the  Navy.  But  the  man 
was  a  genius.  Some  of  the  worst 
hiring  I  have  seen  done  by  small 
companies  was  of  people  with  ad- 
vanced degrees — particularly  mas- 
ters degrees  in  business — and  big- 
company  experience.  They  instinc- 
tively want  to  "study"  the  problem. 
Inevitably,  they  come  back  weeks 
later  with  solutions  that  you  cannot 
afford. 

Of  course,  there  is  a  bit  of  arro- 
gance in  trying  to  lure  people  into  a 
small,  fragile  new  enterprise.  What 
do  you  really  have  to  offer  beyond 
insecurity? 

Everything,  for  the  right  people. 
One  entrepreneur  puts  it  this  way  to 
candidates:  "We're  young.  We're 
growing  fast.  We  give  you  a  lot  of 
freedom,  and  there  is  a  chance  to 
own  stock  that  could  make  you 
rich."  If  they  start  asking  about  va- 
cations and  dental  plans,  he  says, 
"My  antenna  goes  up.  They  prob- 
ably don't  belong  here." 

Money.  I  haven't  mentioned  that. 
While  salaries  tend  to  be  lower  in 
small  companies,  you  get  what  you 
pay  for  and,  if  possible,  I  would 
meet  or  beat  competition.  Good 
people  know  what  they  are  worth. 

You  make  up  for  your  outlay  on 
benefits.  Your  big  company  com- 
petitors are  freighted  with  womb- 
to-tomb  benefits,  and  most  employ- 
ees have  little  appreciation  of  the 
cost  of  dental  plans,  let  alone  pen- 
sions. Major  medical  and  life  insur- 
ance— that  is  about  it  in  small  com- 
panies. What  really  makes  the  eco- 
nomic difference,  for  the  right 
people,  is  that  stock — a  piece  of  the 
action,  the  hope  that  someday  they 
can  be  rich. 

Successful  entrepreneurs  have 
varying  opinions  on  how  much 
stock  should  be  given  away,  and  to 
whom.  A  few  flinty  entrepreneurs 
won't  give  up  anything.  They  have 
done  well  enough,  but  I  think  gener- 
osity would  have  served  them  bet- 
ter. Others  are  lavish  and  want  ev- 
eryone from  the  janitor  on  up  as 
owners.  My  own  judgment  is  that 
key  people  and  people  of  exception- 
al loyalty  ought  to  own  part  of  the 
business.  How  big  a  part?  I  would 
like  to  see  at  least  20%  of  the  equity 
in  employee  hands. 

If  you  make  it,  there  is  plenty  to 
go  around.  If  you  don't?  Well,  you 
really  didn't  give  away  anything, 
did  you?  ■ 
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There's 
no  business  like 
your  business 


A friend  of  Sol  Hurok  once  asked  the 
.  great  impresario  how  he  stood  the 
disappointment  of  importing  a  star  attraction 
who  failed  at  the  box  office. 

Mr.  Hurok's  reply  was  quick  and  cryptic: 
"If  I  were  in  this  business  to  be  in  business, 
I  wouldn't  be  in  this  business." 

That  was  one  man's  way  of  saying  he  was 
crazy  about  his  business  in  spite  of  its 
zaniness. 

We  suspect  that  any  man  or  woman  who 
has  ever  fallen  head  over  heels  in  love  with  a 
business,  for  richer  or  poorer,  can  understand 
how  Mr.  Hurok  felt. 

If  your  business  suits  you  to  a  tee,  for 
example,  you  probably  Can't  picture  yourself 
doing  anything  else. 

You  also  probably  can't  imagine  knowing 
all  you  would  like  to  know  about  the 
people,  the  companies,  the  problems  and 
the  trends  that  make  your  business  the 
challenge  that  it  is. 

If  any  business  in  the  country  can 
understand  how  you  feel,  it's  the  magazine 
industry. 

Of  the  10,000  and  more  magazines 
published  in  America  today,  almost  half  are 
dedicated  to  either  the  business  world  in 
general  or  one  special  business  world  in 
particular. 


A  special-business  magazine  takes  its 
readers  to  heart  12  months  a  year.  Its 
language  is  th-eir  language.  Its  style  is  their 
style.  Its  insights  often  become  their 
inspirations.  And  the  list  of  occupations 
that  these  magazines  cover  reads  like  an 
index  of  livelihoods. 

From  architecture  to  automobiles.  From 
banking  to  boating.  From  candy  to 
construction.  From  datamation  to  dentistry. 
From  education  to  electronics.  From  farming 
to  flying.  From  geology  to  golf.  From  high 
fashion  to  high  fidelity.  From  interiors  to 
investments.  From  jewelry  to  journalism. 
From  law  to  lasers.  From  medicine  to 
minerals.  From  nitrates  to  novas. 
From  opera  to  opthalmology.  From 
petroleum  to  photography.  From 
railroads  to  realty.  And  from  shipping  to 
show  business. 

Significantly  enough,  many  a  special- 
business  magazine  is  conceived  to  serve 
people  in  a  brand-new  industry.  And  this 
is  only  one  of  the  reasons  people  turn  to 
magazines  more  than  to  any  other  source 
of  information. 

The  fact  is,  magazines  make  it  their 
business  to  open  people's  eyes  with  new  ideas, 
new  insights  and  new  inspirations  they  can 
find  nowhere  else. 


Nothing  opens  your  eyes  like  a  magazine. 


This  message  is  one  in  a  series  from  America's  magazines. 

©  1982  Magazine  Publishers  Association,  Inc.  575  Lexington  Avenue,  New  York,  N.Y.  10022 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

ixty  years  ago  in  Forbes 

mm  the  issue  of  November  25,  1922) 


rraham  Lincoln 's  son  Robert  T.  Lincoln 

iere  is  the  amazing,  eery  experience 

Robert  T.  Lincoln,  son  of  President 
ncoin,  and  now  in  his  eightieth 
:ar.  He  related  it  recently  to  a  friend 
id,  so  far  as  I  know,  it  has  never 
;fore  been  published.  Young  Lincoln 
as  in  the  army  and  stationed  in  Vir- 
nia  when  he  received  an  order  to 
port  at  Washington.  He  got  into  the 
leatre  just  in  time  to  see  his  father 
ceive  his  fatal  wound. 
"Young  Lincoln  was  Secretary  of 
'ar  under  Garfield.  He  was  asked  by 
ie  President  to  meet  him  at  the  sta- 
on,  and  he  reached  there  just  as  Gar- 
;ld  was  assassinated. 
"Mr.  Lincoln  received  an  invitation 
i  attend  the  formal  opening  of  the 
in-American  Exposition  at  Buffalo, 
id  accompanied  by  his  family,  got 
lere  just  in  time  to  see  President 
LcKinley  shot  by  Czolgosz. 
"A  friend  happened  to  be  with  Mr. 
ncoln  when  he  received  an  invita- 
on  to  attend  a  presidential  function 

Washington  a  few  years  ago.  He 
ten  remarked  something  to  the  ef- 
ct  that,  'If  they  only  knew,  they 
ouldn't  want  me  there.'  " 

rhose  who  ought  to  know  Ford 

irough  and  through  declare  emphati- 
dly  that  he  is  now  possessed — or 
)sessed — by  a  consuming  desire  to 
icome  President  of  the  U.S.  Henry's 
lenomenal  financial  success,  his  in- 


timates in  Detroit  tell  you,  has  gone 
to  his  head  to  the  extent  that  he  now 
imagines  there  is  nothing  beyond  his 
power  of  accomplishment,  nothing 
beyond  his  reach.  His  Jew-baiting,  it  is 
declared,  was  inspired  by  his  political 
ambitions,  and  not  even  his  closest 
advisers  could  convince  him  that  he 
was  making  a  pitiable  mistake.  De- 
troiters  allege  that  Henry  means  to 
keep  his  name  on  the  front  pages  of 
the  newspapers  by  every  means  in  his 
power  between  now  and  1924,  and 
that  already  most  elaborate  plans 
have  been  laid  for  organizing  'Ford  for 
President'  clubs  all  over  the  country." 

"Government  expenditures  during 
the  present  fiscal  year  will  be  $500 
million  less  than  last  year,  Assistant 
Secretary  Clifford  of  the  Treasury  an- 
nounced. 'For  this  fiscal  year,  1923,' 
he  said,  'we  expect  to  run  the  gov- 
ernment on  less  than  $3.5  billion,  a 
reduction  of  $2  billion  from  the  cost  of 
government  in  1921,  and  nearly  $500 
million  less  than  in  the  last  fiscal 
year.  ...  [It  will]  be  hard  to  make  fur- 
ther reductions  owing  to  the  fact  that 
interest  on  the  public  debt  and  sinking 
fund,  relief  of  veterans  of  the  World 
War  and  pensions  for  veterans  of  the 
Civil  War  total  almost  $1.75  billion  a 
year;  that  is,  50%  of  our  taxes  ...  go 
to  pay  for  these  things  alone.'  " 

Fifty  years  ago 

(November  15,  1932) 

"A  new  cheap  car  is  promised  in  ever- 
widening  fields  these  days,  with  al- 
most all  of  the  important  companies 
rushing  to  get  into  this  lucrative  busi- 
ness. .  .  .  The  advance  dope  claims 
much  for  the  new  cheap  car  which 
Continental  Motors  will  place  on  the 
market  within  the  next  month  or  so. 
Gossip  goes  that  the  new  car  .  .  .  with 
plenty  of  refinements,  will  sell  for 
under  $300." 


fW 


0?* 


New,  light,  feist  trolley's  led  the  traction 
industry  s  fight  to  come  back 


"When  the  Eighteenth  Amendment 

was  passed  I  earnestly  hoped — with  a 
host  of  advocates  of  temperance — 
that  it  would  be  generally  supported 
by  public  opinion  and  thus  the  day  be 
hastened  when  the  value  to  society  of 
men  with  minds  and  bodies  free  from 
the  undermining  effects  of  alcohol 
would  be  generally  realized.  That  this 
has  not  been  the  result,  but  rather 
that  drinking  generally  has  increased; 
that  the  speakeasy  has  replaced  the 
saloon,  not  only  unit  for  unit,  but 
probably  twofold  if  not  threefold;  that 
a  vast  army  of  lawbreakers  has  been 
recruited  and  financed  on  a  colossal 
scale;  that  many  of  our  best  citizens, 
piqued  at  what  they  regarded  as  an 
infringement  of  their  private  rights, 
have  openly  and  unabashedly  disre- 
garded the  Eighteenth  Amendment; 
that  as  an  inevitable  result  respect  for 
all  law  has  been  greatly  lessened;  that 
crime  has  increased  to  an  unprece- 
dented degree — I  have  slowly  and  re- 
luctantly come  to  believe.  .  .  ." 

— John  D.  Rockefeller  Jr. 
These  words,  by  one  of  the  most 
virtuous,  intelligent  advocates  of  Pro- 
hibition, bespoke  the  U.S.  disen- 
chantment with  the  18th  Amend- 
ment, the  "noble  experiment"  (as 
Herbert  Hoover  once  called  it)  that 
had  been  ratified  by  36  states  in  a  few 
short  months  of  late  1918  and  early 
1919.  Prohibition's  most  profound  so- 
cial effect  was  probably  the  transfer  of 
drinking  from  the  all-male  saloon  to 
unisex  speakeasies.  In  any  event,  by 
1930  the  polls  showed  that  less  than  a 
third  of  U.S.  adults  favored  strict  en- 
forcement of  the  Prohibition  laws; 
and  the  1932  Democratic  platform 
called  flatly  for  their  repeal. 

Twenty-five  years  ago 

(November  15,  1957) 

"In  a  special  bulletin  entitled  Prepar- 
ing for  College — The  Parents'  Problem, 
the  head  of  the  second-biggest,  $350 
million  (assets)  common  stock  fund 
dug  into  the  figures  for  college  costs 
today  and  came  up  with  a  new  pitch 
for  mutual  funds.  'If  you're  a  $10,000 
man  with  a  son  at  Harvard  today,' 
states  [Hugh  W.[  Long  of  Fundamen- 
tal Investors,  'you're  probably  spend- 
ing a  minimum  of  22.9%  of  your 
aftertax  earnings  for  his  education 
this  year.  .  .  .  Since  1945,  according  to 
Long's  study,  tuition  at  Harvard  has 
risen  from  $400  to  $1,000  and  the 
minimum  overall  expense  from 
$1,350  to  $2,150." 
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Thoughts 

on  the  Business  of  Life 


We  must  have  courage  to  bet 
on  our  ideas,  to  take  the 
calculated  risk,  and  to  act. 
Everyday  living  requires 
courage  if  life  is  to  be 
effective  and  bring  happiness. 
Maxwell  Maltz 


A  man  will  remain  a  ragpicker 
as  long  as  he  has  only  the 
vision  of  a  ragpicker. 
Orison  Swett  Marden 


If  you  throw  your  will 
on  the  side  of  victory, 
then  the  whole  of  the 
universe  of  reality  throws 
itself  behind  your  will, 
releases  it,  reinforces 
it,  redeems  it — and  you. 
E.  Stanley  Jones 


Success  is  the  child 
of  audacity. 
Benjamin  Disraeli 


A  Text . . . 

When  the  righteous  are 
in  authority,  the  people 
rejoice:  but  when  the 
wicked  beareth  rule, 
the  people  mourn. 
Proverbs  29:2 


Sent  in  by  Harold  Eck,  Troy,  Penna.  What's 
your  favorite  text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented 

to  senders  of  texts  used. 


The  spice  of  life  is  battle; 
the  friendliest  relations  are 
still  a  kind  of  contest  .  .  .  and 
every  durable  bond  between 
human  beings  is  founded  in 
or  heightened  by  some  element 
of  competition. 
Robert  Louis  Stevenson 


Be  bold,  be  bold,  and 
everywhere  be  bold. 
Edmund  Spenser 


Courage  is  not  less  necessary 
in  the  field  of  business 
than  on  the  field  of  battle 
The  battles  of  peace  call 
for  as  great  courage  as 
the  battles  of  war.  The  best 
way  to  cultivate  courage  is 
to  cultivate  merit,  knowledge 
and  ability,  to  cultivate 
mastery  of  self  and  mastery 
of  one's  vocation. 
B.C.  Forbes 


Business  is  a  combination 
of  war  and  sport. 
Andre  Maurois 


Whatever  you  do,  you  need 
courage.  Whatever  course 
you  decide  upon,  there  is 
always  someone  to  tell 
you  you  are  wrong. 
Ralph  Waldo  Emerson 


The  world  is  crying  for  men  who 
know  what  should  be  done  and 
who  have  the  courage  to  do  it. 
Arnold  Glasow 


You  won't  learn  to  hold 
your  own  in  the  world  by 
standing  on  guard,  but 
by  attacking  and  getting 
well  hammered  yourself. 
George  Bernard  Shaw 


Fortune  favors  the  brave. 
Terence 


More  than  3,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Ooubt  of  any  kind  cannot  be 
resolved  except  by  action. 
Thomas  Carlyle 


Politics  is  the  art  of  looking 
for  trouble,  finding  it 
everywhere,  diagnosing  it 
incorrectly,  and  applying 
the  wrong  remedies. 
Groucho  Marx 


Our  lack  of  concern  for  our 
nation  on  election  day  becomes 
official  the  day  after. 

CULLEN  HlGHTOWER 


Our  country  is  wherever 
we  are  well  off. 
Cicero 


You  can  have  peace.  Or  you 
can  have  freedom.  Don't  ever 
count  on  having  both  at  once. 
Robert  A.  Heinlein 


In  general,  despite  all  the 
talk  about  freedom,  peoples 
and  governments  demand 
unlimited  state  power  internally. 
Jakob  Burckhardt 


Such  subtle  covenants  have 
been  made,  that  peace  itself 
is  war  in  masquerade. 
John  Dryden 


I  have  been  told  that  one  of 
the  reasons  the  astronomers 
of  the  world  cooperate  is 
the  fact  that  there  is  no 
one  nation  from  which  the 
entire  sphere  of  the  sky 
can  be  seen.  Perhaps  there 
is  in  that  fact  a  parable  ' 
for  national  statesmen, 
whose  political  horizons 
are  all  too  often  limited 
by  national  horizons. 
Adlai  E.  Stevenson 


What  our  country  needs 
is  men  with  revision. 
Philip  Lazarus 
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The  Kodak  disc  camera 
with  all  the  trimmings. 


;  remarkable  film  disc  that  helps 
nake  disc  photography 
isionfree. 


Give  that  special  someone  the  camera 
with  so  many  special  features. .  .inside  and 
out.  The  Kodak  disc  8000. 

Even  the  film  is  special.  A  disc  of  film  so 
thin,  Kodak  could  fit  its  decision-free  features 
in  a  camera  that  fits  in  the  palm  of  your  hand. 
So  give  the  disc  camera  with  all  the  extras.  The  8000  model . 
It  s  an  extra-special 
way  to  picture  a 
brand-new  world. 


Disc  8000 

•  Built-in  flash  chat  automatically 
flashes  whenever  you  need  more  light, 
then  can  flash  again  in  1 '/)  seconds! 
•  Automatic  film  advance  that 
lets  you  take  picture  after  picture. 

•  Close  up  lens  for  pictures 

as  close  as  1 8  inches. 

•  Self-timer  that  allows  the 
picture-taker  to  get  into  the  picture. 

•  Continuous  rapid  sequence  setting 
for  non-stop  picture  taking  in  bright  light. 
•  Protective  cover  with  built-in  digital 
travel  alarm  clock. 

•  Fast// 2. 8  all-glass  lens. 


Official  sponsor  of 
the  1984  U.S.  Olympic  Team. 
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Photography  from  Kodak. 

Bet  you  know  someone  who'd  love  oner 


t's  the  spirit  that  counts* 
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Gordon's  and  Tonic. 
The  pleasure  is  crystal  clear 


THE 

UNITED 
STATES 
MINT 

PROUDLY  PRESENTS 

THE  1982 

George  Washington 

90%  Silver  Commemorative  Half  Dollar 

(Actual  size:  1.205  inches  in  diameter) 

Congress  and  the  President  of  the  United  States  have  authorized  the  United  States  Mint  to  strike  up  to  10  million 
silver  commemorative  half  dollars  to  recognize  the  250th  anniversary  of  the  birth  of  our  nation's  first  President. 
This  long-awaited  silver  coin  offers  a  unique  opportunity  to  own  a  piece  of  American  history  today.  It  will  enhance 
any  collection  and  will  be  welcomed  as  a  gift  to  be  treasured  for  generations  to  come.  This  coin  is  the: 

FIRST  U.S.  coin  to  have  90%  silver  content  since  the  1964  Kennedy  half  dollar. 

FIRST  legal  tender  coin  to  be  minted  solely  as  a  commemorative  by  the  U.S.  Government  since  1954. 


GEORGE  WASHINGTON  PROOF  COIN 

The  frosted  relief  design  and  high  luster  of  the 
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Why  Russians  drink  too  much 

You're  probably  as  sick  as  I  am  of  reading  and  hearing  that  Yuri 
Andropov  has  steely  green  eyes,  likes  jazz  and  will  probably  crack 
down  on  the  corruption  and  drunkenness  that  afflict  Soviet  socialism. 
This  gossipy  kind  of  journalism  has  its  place,  I  guess,  but  it  ignores  the 
real  problem.  The  underlying  Soviet  problem  isn't  labor-faking  and 
bribery  per  se.  It's  the  system  of  centralized  economic  planning  itself 
which,  as  our  cover  story  makes  clear,  is  an  integral  part  of  Marxist- 
Leninist  philosophy.  Therefore,  to  improve  the  Soviet  Union's  eco- 
nomic performance,  to  get  people  to  sober  up  a  bit,  Yuri  Andropov 
would  have  to  change  the  system.  If  he  is  as  worldly-wise  as  gossip 
portrays  him,  he  knows  what  needs  doing.  Don't  bet  on  his  doing  so. 
He  didn't  become  boss  to  dismantle  the  Soviet  empire. 

When  Laury  Minard,  our  European  bureau  manager,  and  I  visited 
the  Soviet  Union  in  the  early  autumn,  we  did  not  know  that  Brezhnev 
was  about  to  cash  in.  We  did  know,  however,  that  the  Soviet  Union 
was  at  a  dead  end  with  an  economic  system  that  was  fast  deteriorat- 
ing. We  make  no  pretense  to  knowing  what  is  on  Andropov's  agenda, 
but  we  know  that  he  is  in  a  tough  spot.  He  can't  let  the  economy 
continue  to  deteriorate,  but  the  solution — gradually  replacing  central 
planning  with  free  markets — is  probably  beyond  his  power.  Why  does 
centralized  planning  literally  drive  people  to  drink? 

As  visitors  to  the  Soviet  Union,  Laury  Minard  and  I  were  luckier 
than  most.  We  were  guests  of  Novosti  Press  Agency,  one  of  the 
U.S.S.R.'s  two  main  journalistic  organizations  (the  other  is  Tass). 
Through  Novosti  we  were  able  to  meet  journalists,  economists, 
industrial  managers,  scientists  and  academicians  and  to  see  a  lot  of 
the  country:  not  only  Moscow  but  Central  Asia,  the  Caspian  area,  the 
Ukraine  and,  in  Laury's  case,  some  of  Siberia.  A  foreign  correspondent 
stationed  in  Moscow  later  told  us  we,  as  brief  visitors,  had  more 
access  to  reclusive  Soviet  officialdom  than  he  had  as  a  full-time 
resident  journalist. 

Even  so,  we  were  always  kept  at  arm's  length.  Sometimes,  after  a 
particularly  lively  interview  or  discussion,  we  would  ask  Soviet 
citizens  whether  they  would  join  us  later  for  a  drink  or  dinner  so  that 
we  might  continue  the  discussion  under  less  formal  circumstances. 
The  answer  was  always  no.  Usually  they  would  say,  "I'm  busy."  Or, 
telling  the  truth:  "I'd  have  to  ask  permission  and  that  would  take  a 
long  time."  In  many  ways  the  U.S.S.R.  is  a  modern  state,  but  in  trying 
to  seal  its  citizens  from  the  outside  world  it  is  almost  medieval. 
Eliminate  the  rhetoric  and  that's  what  Marxism-Leninism  is  all 
about:  an  unattractive  mixture  of  modem  state  and  feudal  society. 
Story  begins  on  page  138. 

Thank  you,  Rowe 

Though  he  has  been  ailing  for  a  long  time  now,  T.  Rowe  Price 
remains,  at  84,  as  clear-minded  as  ever  and  well  deserving  of  his 
reputation  as  dean  of  U.S.  investment  thinkers.  From  time  to  time 
Price  contributes  a  column  to  Forbes,  accompanied  by  a  list  of 
recommended  stocks.  Price  has  always  been  ahead  of  the  crowd.  In 
the  mid-Sixties  he  was  one  of  the  first  to  see  the  coming  vogue  for 
natural  resource  stocks.  In  a  column  in  Forbes  last  year,  he  spotlight- 
ed building  and  construction  stocks  at  a  time  when  they  were  in  utter 
disfavor.  Price  is  back  this  issue  with  a  new  list  of  stocks.  There  are 
surprises  in  it  and  much  wisdom.  See  page  222. 
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slow  you  can  shrink  a  $600  car  repair  down  to  $25. 


Everywhere  you  look  these  days,  it's 
$600  for  a  transmission  job  here,  $400 
for  engine  repairs  there. 

It's  gotten  to  the  point  where  even 
the  remote  possibility  of  major  repairs 
is  enough  to  worry  anyone. 

Until  now. 

Because  now  you  can  cut  those 
worries  down  to  a  more  manageable 
$25.  And  keep  them  that  way  for  up  to 
five  full  years. 

Introducing  the  Ford  Extended 
Service  Plan — for  purchasers  of  Ford 
or  Lincoln-Mercury  cars  or  light  trucks. 

Here's  how  it  protects  you. 

The  Extended  Service  Plan  covers 
thousands  of  parts,  including  major 
repairs.  And  promises  no  parts  or  labor 


charges,  except  a  small  $25  deductible 
each  time  you  bring  your  car  in.  No 
matter  how  many  different  covered 
parts  need  to  be  fixed. 

Which  means  you  can  go  to  any  one 
of  6,300  Ford  or  Lincoln- Mercury 
Dealers  across  the  U.  S.  and  Canada, 
and  the  most  you'll  pay  is  $25  for  any 
covered  repairs. 

Plus  there's  much  more.  With  plans 
ranging  up  to  5  years/60, 000  miles  of 
maximum  protection.  See  your  Dealer 
for  all  the  details  on  how  to  shrink  car 
repair  worries  down  to  size. 

Ask  for  the  Extended  Service  Plan  by 
name.  It's  the  only  one  backed  by  the 
Ford  Motor  Company. 
Get  it  together — buckle  up. 


Ford  Extended  Service  Plan  (tfflSfo 


Management 
that  works- 
American  style. 

It's  not  computer  analysis  or 
just  "Theory  Z"  that  makes  the 
difference,  argues  a  provocative 
new  book,  but  a  command  of 
the  art  as  well  as  the  science  of 
management.  Drawing  on 
studies  of  62  leading  U.S. 
corporations,  two  principals 
with  the  consulting  firm  of 
McKinsey  &  Company  explain 
the  techniques  behind 
America's  success  stories — 
techniques  which  may  be  the 
key  to  revitalization  of  our 
entire  economy.  Already 
acclaimed  by  top  executives, 
it's  a  book  you'll  profit  from 
reading.  Order  your  copy  today. 
"A  landmark  book,  without 
question  the  most  important 
and  useful  book  on  'wnat 
makes  organizations  effective' 
ever  written."  — Warren  Bennis, 

University  of  Cincinnati 
"A  most  important  contribution 
to  management  literature." 
— John  Young,  President  and  CEO, 

Hewlett-Packard 
"The  book  has  given  me 
literally  hundreds  of  ideas  that 
I  expect  will  contribute  funda- 
mentally to  the  success  of  our 
new  enterprise,  American  Bell." 
— Archie  J.  McGill,  Vice  President 

Business  Marketing,  AT.  &  T. 

IN  SEARCH  OF 
EXCELLENCE 

Lessons  from  America's  Best-Run 
Companies  •Thomas  J.  Peters  and 
Robert  H.  Waterman,  Jr. 


J  |  Harper  e)  Row 

P.O.  Box  1600,  Hagerstown,  MD  21740 
Please  send  me  IN  SEARCH  OF 
EXCELLENCE  My  payment  of  $20.32 
(including  postage  and!  candling)  is 
enclosed.  I  reserve  the  right  to  return  the 
book  within  10  days  of  delivery  for  a  full 
refund.  (Add  sales  tax  where 
applicable.)  □  Check  enclosed. 
Please  charge  to  □  MasterCard 
J  Visa  □  American  Express 
#  Exp  date  

Signature  

Name  


Address. 

City  

State  


F126 


Zip- 
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A  hard  look  at  margins 

How  good — or  bad — are  brokers'  mar- 
gin loans  for  investors?  The  federal 
Reserve,  the  Securities  &  Exchange 
Commission  and  the  Commodity  Fu- 
tures Trading  Commission  want  to 
know.  They  have  begun  a  study  to 
find  out  whether  federal  margin  rules 
really  protect  small  investors.  The 
probe  is  termed  "open-minded"  by  its 
principals,  but  it  could  alter  the  scope 
of  margin  regulations.  Members  of 
the  Fed  staff  say  there  is  a  good  chance 
it  will  reveal  that  the  Fed's  control  is 
not  needed,  and  it  should  allow  ex- 
changes to  set  their  own  rules.  An 
alternative  might  be  to  offer  that  pow- 
er to  the  SEC  and  the  CFTC.  The 
study  will  go  back  to  the  1929  crash  to 
try  to  determine  whether  the  low 
margins  of  that  day  really  did  inflate 
the  speculative  bubble.  Other  areas 
due  for  inspection  are  possible  inequi- 
ties introduced  by  trading  in  financial 
futures,  specifically  stock-index  fu- 
tures and  options  on  stock-index  fu- 
tures. These  new  instruments  gener- 
ally call  for  10%  margins,  half  those 
required  on  stock  options. 

Who  will  rebuild  Beirut? 

Businessmen  are  still  leery,  but  the 
Reagan  Administration  is  urging 
them  to  invest  in  ravaged  Lebanon 
before  others  get  there.  "The  Japa- 
nese, French  and  West  Germans  will 
be  coming,  I  am  convinced,"  says 
Craig  Nalen,  head  of  the  govern- 
ment's Overseas  Private  Investment 
Corp.,  which  issues  risk  insurance  for 
such  ventures.  Understandably,  most 
Americans  need  more  convincing  be- 
fore making  commitments — "The 
phone  has  not  been  ringing  off  the 
hook,"  Nalen  says.  But  he  adds  that 
Bechtel,  Morrison-Knudsen  and  Ray- 
mond International  are  among  those 
showing  interest.  Washington  has 
promised  $110  million  in  direct  aid  to 
start  rebuilding  Lebanon. 

Used-car  heaven 

Detroit  will  find  little  cheer  in  a  new 
survey  of  used-car  sales  by  Hertz,  the 
rent-a-car  people,  its  second  since 
1979.  More  and  more  Americans,  for 
example,  are  joining  the  ranks  of 
those  who  have  never  bought  a  new 
automobile  (31%  today,  vs.  23%  in 
1979).  Worse,  owners  are  driving  less 
and  will  cut  their  mileage  even  fur- 
ther. They  are  buying  smaller  cars 
(because  they  feel  they  have  to),  with 


fewer  extras  (90%  said  power  win- 1 
dows  could  go),  and  they  are  keeping 
them  longer.  New-car  buyers  say  they 
will  hang  on  to  their  wheels  for  5.1 
years  (compared  with  3.6  in  1979); 
used-car  owners,  for  4.2  years  instead 
of  3.2  three  years  ago.  The  average 
car's  age  has  increased  from  2.86  years 


A  New  York  City  used  car  lot 
The  jalopy  reigns  supreme. 


in  1979  to  a  venerable  4.25  years  to- 
day. Used  cars,  of  course,  have  always 
outsold  new  by  a  2-to-l  ratio,  but  the 
public  is  getting  more  resigned  to  that 
fact.  About  three-quarters  of  the  fam- 
ilies in  the  Hertz  survey  said  they 
considered  a  secondhand  car  their 
number  one  vehicle;  three  years  ago 
the  figure  was  71%.  Reflecting  the 
prevailing  bad  times,  sales  of  used 
cars  slipped  5.1%  last  year,  to  17.7 
million  (vs.  8.4  million  new  models) 
Reflecting  inflation,  the  outlay  for 
secondhand  cars  went  up  5.5%,  to 
$74.7  billion,  an  alltime  high. 

The  housing  outlook 

Are  housing  sales  headed  up  or  down? 
A  recent  telephone  check  by  the  Na- 
tional Association  of  Realtors  report- 
ed a  sharp  increase  in  buyer  traffic, 
but  James  Christian,  chief  economist 
for  the  U.S.  League  of  Savings  Associ- 
ations, says  it  is  a  "tad  premature"  to 
be  talking  about  any  substantial 
surge,  at  least  for  the  rest  of  1982. 
"People  are  looking  but  they're  not 
buying  much,"  he  says.  Mortgage 
rates  could  drop  to  11%  by  next 
spring,  Christian  thinks,  but  a  sec- 
ond-half recovery  in  1983  could  push 
them  back  to  15%  as  the  deficit-bur- 
dened Treasury  begins  to  compete 
with  industry  for  available  credit. 
Home  prices  could  be  another  story. 
Jack  Carlson,  chief  economist  for  the 
National  Association  of  Realtors,  is 
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What  will  you  do 
when"float"goes 
down  the  drain? 


Time  will  no  longer  be  on 
your  side. 

Payment  terms  of  "2%/10 
minutes"  may  become  the 
standard. 

It's  not  far  off.  It's  already 
beginning. 

Right  now,  experiments 
are  going  on  to  cut  float  time 
in  half. 

Electronic  check  collec- 
tion is  starting  to  dribble 
on-stream. 

And  electronic  business- 
to-business  payments  are 
becoming  more  widespread. 

A  rigid  program  that 
merely  reports  where  your 
funds  are,  simply  won't  be 
enough. 

You'll  need  a  fluid  system. 
Able  to  meet  funding  needs. 
Able  to  keep  borrowing  under 
control. 

The  way  you  do  bus- 
iness will  have  to  change 
dramatically. 

We're  staying  on  top  of  the 
situation. 

Because  it's  no  longer 
hypothetical  that  float  could 
disappear. 

Somebody  has  already 
begun  to  pull  the  plug. 


CONTINENTAL  BANK 


Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago,  231  South  LaSalle  Street.  Chicago,  Illinois  60693 


Atlanta  •  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Denver  •  Detroit  •  Houston  •  Los  Angeles  •  Minneapolis  •  New  York  •  St  Louis -San  Francisco  •  Seattle  •  White  Plains 


Most  products 
were  never  designed  to  be 
assembled  efficiently. 


If  your  products  are  like  most, 
they  were  designed  back  in  the 
days  of  inexpensive  labor  and 
inefficient  assembly  tech- 
niques. Now  there's  a  better 
way. 

And  Bodme  has  it.  It's  called 
automated  assembly.  And  it  can 
actually  improve  product  qual- 
ity and  consistency  while  cut- 
ting your  personnel,  inventory 
and  field  service  costs.  In  fact,  it 
can  slash  your  overall  cost  of  as- 
sembly by  as  much  as  95%. 

What's  more,  all  it  usually 


takes  to  get  the  big  advantage 
of  automated  assembly  is  a  few 
small  design  changes  and  a 
Bodme  assembly  machine. 

To  learn  what  automated  as- 
sembly is  all  about,  write  for  our 
free  brochure.  To  learn  what  it 
can  do  for  you,  call  our  Vice 
President  Frank  Riley  at  (203) 
334-3107. 

The  Bodme  Corporation,  317 
Mountain  Grove  Street,  Bridge- 
port, CT  06605. 
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sure  that  the  present  decline  is  com- 
ing to  an  abrupt  halt.  "By  next  sum- 
mer," he  says,  "the  price  of  homes 
will  be  rising  faster  than  the  inflation 
rate."  The  Realtors  can  document 
their  words  on  current  prices.  A  sur- 
vey of  15  cities  found  that  principal 
and  interest  payments  for  the  average 
house  are  about  $838  a  month,  a  drop 
of  $26  since  June.  Detroit  had  the 
lowest  payments — $545  a  month — 
while  San  Francisco's  $1,500  and  Los 
Angeles'  $1,365  ran  the  highest. 


The  banker-brokers 

The  banker-playing-broker  trend  is 
accelerating.  Latest  to  join  the  act  is 
Chemical,  with  a  full-line  investment 
and  discount  brokerage  service  for  its 
checking  account  customers.  Donald- 
son, Lufkin  &  Jenrette's  Pershing  di- 
vision will  handle  equity  transac- 
tions, corporate  bonds,  margin  loans 
and  safekeeping;  other  trades — Trea- 
sury bonds,  money  market  funds, 
etc. — will  go  through  a  Chemical  sat- 
ellite office.  On  the  West  Coast,  Secu- 
rity Pacific  has  been  trading  securities 
for  its  customers  since  February 
through  a  deal  with  Fidelity  Broker- 
age. It  also  has  approval  to  start  its 
own  discount-broker  subsidiary  and  is 
awaiting  approval  to  buy  Kahn  &  Co. 
of  Memphis.  Bank  of  America  needs 
one  more  okay  to  acquire  Charles 
Schwab  &  Co.,  the  biggest  discount 
firm  in  the  country.  (Citicorp  has  a 
joint  venture  with  Quick  &.  Reilly, 
New  York,  the  number  three  dis- 
counter.) Crocker  National  gives  its 
customers  similar  services  through 
Bradford  Brokerage  Settlement  of 
New  York.  Savings  and  loan  associ- 
ations are  also  joining  in.  California 
Federal  is  using  Invest,  a  Tampa- 
based  advice-and-brokering  service. 
Four  other  West  Coast  S&Ls  will  soon 
be  using  Invest,  and  Dan  McConnell, 
chairman  of  ISFA  Corp.,  the  Tampa 
parent,  predicts  that  500  eventually 
will  subscribe. 


The  public  pad 

After  35  years  of  steady  growth,  hiring 
by  state  and  local  governments  may 
have  finally  peaked,  according  to  the 
Tax  Foundation.  Census  Bureau  data 
show  that  this  type  of  employment 
totaled  13.1  million  in  October  1981, 
a  drop  from  the  alltime  high  of  13.3 
million  in  October  1980.  The  de- 
crease, say  the  foundation's  econo- 
mists, came  from  termination  of  the 
public  service  jobs  program,  teacher 
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J&H  thinks  companies 
should  be  able  to  get 
everything  insurable  into 
one  financial  agreement 
that  operates  everywhere. 

What  doyou  think? 


If  you  think  a  single  contract  for  all  your 
insurance  needs  might  make  sense  for  your 
company,  we'd  like  to  tell  you  about  our  CAP 
program. 

The  CAP  concept  supersedes  approaches 
that  build  programs  coverage -by-coverage. 
Instead,  it  considers  your  company  as  a  totality 
and  can  collect  everything  insurable  in  a  single 
contract. 

CAP  offers  absolute  protection  for  your 
risk  management  budget  while  retaining  the 
inherent  cash-flow  advantages  of  self -insurance. 

We'd  like  to  talk  with  you  about  this. 

Johnson  Higgms 

We  answer  only  to  you. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


(EST  VALUE 
ROCESSMG. 


Based  on  a  combination  of  price,  performance  and  reliability,  compare  our 
:  EXXON  510  word  processor  with  entry-level  processors  from  the  leading 
petitors,  IBM  and  Wang. 

VALUE  IN  PRICE/PERFORMANCE 

First,  the  EXXON  510  word  processor  has  function  and  performance  features 
Dthers  charge  extra  for,  if  they  have  them. 

VALUE  IN  RELIABILITY 

Second,  our  word  processors  are  reliable.  In  a  recent,  independent  study,  users 
1  our  processor  as  oeing  more  reliable. 

VALUE  IN  TECHNOLOGY 

rhird,  our  word  processors  are,  and  will  remain,  the  core  of  your  office 
mation. 

Zoming  from  our  research  and  development  is  a  whole  new  line  of  versatile 
)herals,  like  quiet  image  printers,  that  have  plug-in  compatibility  with  our 
:ing  processors.  And  true  systems,  designed  around  these  products,  that  can 
istalled  with  little  disruption  at  minimum  cost, 
:h  automate  all  your  office  needs:  word  and 
processing  and  communications. 

CONSIDER  US 

Jut  we're  more  than  machines  and  systems, 
be  research  and  development  spending  of 
>n  Office  Systems  goes  into  office  automation, 
we  have  one  of  the  largest  sales  and  service 
iiizations  in  the  country. 
:Ve  don't  say  you  have  to  buy  us.  But  you  have 
insider  us.  Not  to  would  be  a  major  mistake, 
'or  the  office  of  tomorrow,  call  or  write  today. 
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Exxon  Office  Systems 

P.O.  Box  10184.  Stamford.  CT  06904 

I'd  like  to  know  more  about  the  EXXON  500 
Series  word  processor.  I'd  like  a  demonstra- 
tion. Have  your  representative  call. 


Name  

Company— 

Address  

City  

Telephone. 


.Title. 


_State_ 


-Zip_ 


800-327-6666. 

IN  CONNECTICUT,  800-942-2525. 


L_  ______ 


IATS  RIGHT!  EJgON 


OFFICE 
SYSTEMS 


Trends 


layoffs  (prompted  by  lagging  enroll- 
ment in  public  schools)  and  general 
belt-tightening.  During  the  past  ten 
years,  state  and  local  employment 
grew  about  24%,  a  slowdown  from 
the  1950s  and  1960s,  when  these  pay- 
rolls grew  at  a  faster  pace  than  the 
population.  Despite  the  falloff  in 
numbers,  the  cost  of  state  and  local 
payrolls  rose  8.3%  from  1980  to  1981, 
reaching  close  to  $16  billion  a  year. 
The  highest  ratios  of  government 
workers  to  population  came  in  Alaska 
and  the  District  of  Columbia.  Others 
with  high  ratios  were  Wyoming,  Ne- 
braska, New  Mexico,  Montana  and 
New  York.  States  with  relatively  few 
state  and  local  workers  in  relation  to 
population  were  Pennsylvania,  Ken- 
tucky, Ohio,  Utah  and  Illinois. 


A  kind  word  for  the  young 

Except  perhaps  for  their  music  and 
penchant  for  chain-saw  murder  mov- 
ies, the  baby  boomers,  those  75  mil- 
lion Americans  born  between  1946 
and  1964,  are  getting  more  blame  than 
they  deserve  from  their  elders  for  the 
present  sad  state  of  the  world.  That  is 
the  conclusion  of  economist  Louise 
Russell  in  a  Brookings  Institution 
study.  For  one  thing,  she  notes, 
schools  improved  dramatically  during 
the  1950s,  with  more  comfortable  and 
better-equipped  buildings.  Even  be- 
fore Sputnik  flew  in  1957,  course  of- 
ferings were  expanded  and  more  mon- 


Babies:  75  million  in  18  years 

Are  they  to  blame  for  our  misery? 


ey  was  spent  per  student  than  ever. 
Housing  prices  did  soar  in  the  1970s, 
when  the  baby  boomers  were  marry- 
ing, but  they  were  grabbing  off  houses 
as  a  good  inflation  hedge,  not  because 
they  liked  the  price.  The  rush  of 
young  workers  into  the  labor  force  did 
cause  a  rise  in  unemployment,  per- 
haps by  an  extra  1%  during  the  1970s, 
the  Brookings  study  concedes,  but 
that  hardly  explains  the  10% -plus 
that  are  out  of  work  today.  Today's  18- 
to-36-year-olds,  economist  Russell 
thinks,  will  also  do  "reasonably  well" 
with  Social  Security,  despite  all  the 
dire  predictions.  There  is  no  evi- 
dence, she  says,  that  they  will  lose 
money  on  the  program,  though  she 
grants  that  it  is  still  too  early  to  make 
final  judgments. 


Commercials  on  cable 

Shopping  through  the  tube  isn't  com- 
ing. It's  here.  About  1 1  million  homes 
with  cable  TV  now  get  programs  offer- 
ing commercials  as  their  main  fare, 
but  all  25  million  with  cable  will  be 
able  to  buy-by-the-box  by  January, 
says  consultant  Michael  Marcovsky, 
president  of  Marnel  Associates,  Ltd. 
Programs  like  Modern  Satellite  net- 
work's Home  Shopping  Show  and  Satel- 
lite Program  Network's  Tlx  Shopping 
Game  already  tout  viewers  on  various 
wares  and  list  toll-free  numbers  to 
order  them.  Next  January,  UTV  plans 
an  "interactive"  channel  with  polls, 
games  and  a  Super  Shopper  Show  that 
could  reach  3  million  homes,  Mar- 
covsky says,  and  Warner  QUBE  is 
working  on  another.  Biggest  of  all  may 
be  the  20  million  subscribers  claimed 
by  the  Christian  Broadcasting  Net- 
work, which  plans  to  begin  showing, 
in  January,  Winning  Shopper,  a  co-pro- 
duction of  Comp-U-Card  and  Metro- 
media. This  hour-long  production, 
says  CEO  Walter  Forbes  of  Comp-U- 
Card,  consists  of  "informercials," 
games  and  an  order-from-home  ser- 
vice. A  16-hour-a-day,  7-day-a-week 
test  in  6  cities  last  spring,  Forbes  says, 
was  "very  well  received,"  so  much  so 
that  Shopper  has  lined  up  Merrill 
Lynch,  Avon  and  American  Express 
among  others  for  the  January  pilot. 


Bureaucracy  at  work 

The  latest  from  the  Internal  Revenue 
Service  is  a  flier  headed  "Paperwork 
Reduction  Act  Notice,"  which  reads: 
"The  Paperwork  Reduction  Act  of 
1980  says  we  must  tell  you  why  we 
are  collecting  this  information,  how 
we  will  use  it  and  whether  you  have 
to  give  it  to  us.  We  ask  for  the  infor- 
mation to  carry  out  the  Internal  Rev- 


enue laws  of  the  United  States.  We 
need  it  to  ensure  that  taxpayers  are 
complying  with  these  laws  and  to  al- 
low us  to  figure  and  collect  the  right 
amount  of  tax.  You  are  required  to  i 
give  us  this  information." 
Clear? 


Guilty  as  charged 

Plead  "guilty  as  charged"  in  Califor- 
nia and  you  can  tell  the  judge  to| 
charge  it.  Through  an  arrangement 
with  Western  Union,  many  Golden 
State  municipal  courts  are  letting 
nonfelons — principally  motorists — 
charge  court  fines  on  their  credit 
cards.  The  guilty  party  dials  Western 
Union,  which  okays  the  charge  withl 
Visa  or  MasterCard.  Western  Union 
pays  the  fine,  plus  a  $2  bonus.  That 
sweetens  the  court's  cash  flow,  elimi- 
nates rubber  checks  and  brings  in  the 
$2  bonus  on  each  guilty  verdict.  Card- 
holders are  billed  for  fines,  plus  an| 
average  $6  Western  Union  service 
charge.  (So  far  there  are  no  plans  to  let! 
those  jailed  for  other  crimes  use  the 
plastic  bail-out  procedure.)  Western; 
Union  got  its  foot  in  the  courtroom 
door  after  developing  a  similar  busi- 
ness with  county  recorders  whq 
charge  for  certified  copies  of  birth  and 
death  certificates.  That  trade,  incij 
dentally,  is  particularly  active  in  Cali- 
fornia, where  the  state's  Little 
Leagues  weed  out  ringers  by  requiring 
a  birth  certificate  as  proof  of  age. 


A  new  face  in  the  lobby 

A  new  pressure  group,  the  Housing 
Roundtable,  has  entered  the  ranks  ol 
Washington's  lobbies.  Set  up  by  lend- 
ers and  real  estate  people  to  present  & 
united  front  on  housing  issues,  this 
Roundtable  is  patterned  after  New 
York's  all-industry  Business  Roundta 
ble.  "Housing  is  in  too  much  difficul 
ty  to  have  internal  squabbles,"  sayj 
Weston  Edwards,  the  Merrill  Lyncr 
Realty  executive  who  heads  it.  One  oi 
its  first  projects  will  be  to  resolve  the 
conflict  in  12  states  over  so-callec 
due-on-sale  clauses,  which  preven 
home  buyers  from  assuming  low 
mortgages.  The  Housing  Roundtabl* 
wants  a  compromise — an  interest  rat< 
that  splits  the  difference  between  olc 
rates  and  new.  So  far,  the  home  build 
ers  haven't  joined.  The  Nationa 
Home  Builders  Association  has  it! 
own  lobby,  called  The  Group.  Witl 
members  like  the  American  Banker 
Association,  the  U.S.  Savings  &  Loan 
League,  the  National  Association  o 
Mutual  Savings  Banks  and  the  Na 
tional  Association  of  Realtors,  it  so  fa 
thinks  it  has  enough  clout  on  its  own 
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Two  decisions. 
One  new  world. 


One  decision  created  news.  Both  created  promise. 

Last  August,  we  decided  that  the  only  way  to 
treat  all  constituents  fairly,  given  current  and  pro- 
jected legal  claims  relative  to  assets,  was  to  file 
for  re -organization  under  the  Bankruptcy  Code's 
Chapter  11. 

The  media  made  much  of  that  decision,  but  it 
had  in  fact  no  more  impact  on  the  company  than 
one  taken  months  earlier,  when  we  looked  hard  at 
our  markets  and  competition,  decided  the  company's 
world  had  changed  forever,  and  set  about  making 
the  changes  its  new  world  required.  They  were  drastic. 

Ail  operations  streamlined. 

Marginal  plants  were  closed.  Outmoded  equipment 
was  scrapped.  Staffing  was  pared  to  bone.  And 
break-even  dropped  from  over  60%  of  capacity 
to  50%. 

Today,  Manville  can  make  money  with  housing 
starts  running  under  a  million  per  year.  It's  one 
of  few  companies  in  any  business  capable  of  pro- 
ducing a  profit  with  a  primary  market  in  a 
depression. 

New  generation  now  in  charge. 

Personnel  cuts  opened  career  paths.  Especially 
talented  people  won  big  promotions.  They're  now 
running  plants  and  groups  of  plants,  and  they're 
eager  to  repay  their  good  fortune. 

Assets  tied  to  accountability. 

Manville's  asset  base  is  its  strongest  suit.  Natural 


and  human  resources  combine  with  efficient,  up- 
to-date  facilities  to  create  considerable  potential. 
And  the  company  is  now  organized  to  fulfill  it. 

Managers'  responsibilities  are  now  tied  directly 
to  asset  groups,  so  their  performance  is  now  being 
measured  by  the  most  precise  yardstick  there  is: 
Return-on-assets. 

Product  mix  refined. 

Today,  Manville's  portfolio  includes  large,  stable 
businesses  where  the  company  is  a  low  cost  pro- 
ducer (e.g.,  fiberglass  insulation)  and  specialty 
businesses  with  profitable  growth  potential  (e.g., 
clay-coated  paperboard,  fiberglass  mat). 

The  combination  promises  steady  cash  flow  and 
good  earnings  growth. 

What  lies  ahead. 

We've  made  the  changes  Manville's  new  world 
requires.  We've  set— and  are  navigating  at  speed— 
a  course  that's  full  of  promise,  in  great  part  because 
it  promises  to  benefit  everyone. 

If  you  do  business  with  Manville,  it  promises 
you  more  of  what  you've  come  to  expect— top 
quality  products,  dependable  service,  fair  dealings. 

If  you  work  for  Manville,  it  promises  you  more 
of  what  you're  working  for— rewarding  challenges. 

If  you're  a  Manville  creditor— including  one 
who  suffers  from  an  asbestos -related  disease- 
it  promises  you  the  fairest  treatment  of  your  claim. 

Manville's  new  world  is  full  of  promise. 


Manville 


Follow-Through 


Lay  up  your  winter  hat  for  the 
summer,  or  your  summer  hat  over 
the  winter,  and  they  SHRINK.  And 
here  is  the  easy  way  to  get  them 
back  to  your  exact  size.  End  pieces 
of  die-cast  bright  aluminum  with 
iron  turnbuckle.  Made  to  last  with 
satisfaction  guaranteed.  Dealers  or 
Reps  wanted.  Order  Now.  $14.50 

Postage  paid.  Plus  my  state  sales  tax. 

B.R.  Inv.  Co.  Inc.,  4642  E.  Floral  Dr. 
Los  Angeles,  Calif.  90022 

Quantity  □  Ck.  □  Money  Ord.  □  Visa  □  M.C 

Card  #  .  

M.C.  Intbk.  #  Exp.  date  _ 

Sig.  X  

Name  

Add  ress  

City  

State-  Zip  


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $33  □  3  years  $66 
(the  equivalent  of  one  year  free|.  Canadi- 
an orders,  1  year  $44,  3  years  $92.  Or- 
ders for  other  countries  add  $18  a  year. 

Subscription  Service  Manager 
Forbes,  60  Fifth  Avenue 
New  York,  N  Y.  10011 

ATTACH  MAGAZINE  MAILING  LABEL 
OR  WRITE  SUBSCRIBER  NUMBER  HERE 
(see  above  name  on  label) 


tome  (please  print ) 


New  Address: 


City 


State  Zip 


Dute  of  Address  Change  F3820 


Sail  ho! 

A  year  ago  Greg  Brazier,  a  36-year-old 
college  administrator,  was  building  a 
boat  in  his  backyard  (Forbes,  Aj)r  27, 
19H1).  But  Brazier  was  not  just  putting 
together  your  ordinary  pleasure  craft. 
The  Long  Island  resident  had  plunked 
down  $100,000  to  construct  a  70-foot 
steel  cargo  ship  with  two  65-foot 
masts,  seven  Dacron  sails  and  20-ton 
capacity.  His  dream:  shipping  freight 
to  New  England  quicker  and  more 
cheaply  than  trucks  could  do  it,  by 
sailing  across  Long  Island  Sound. 

Late  this  October,  about  a  year  be- 
hind schedule,  Brazier's  Phoenix,  flag- 


Captain  Brazier  on  the  Phoenix 
And  the  wind  is  free. 


ship  of  his  Atlantic  Packet  Lines,  set 
sail  from  Bayles  Dock  in  Port  Jeffer- 
son, L.I.  for  the  daily  round  trip  to 
Captain's  Cove  Marina  in  Bridgeport, 
Conn.  "It's  great  to  be  an  entrepre- 
neur," he  told  Forbes  after  the  maid- 
en voyage. 

Brazier  says  that  the  Phoenix,  acting 
in  interline  service  with  local  motor 
carriers,  cuts  truckers'  costs  by  50%. 
How  does  he  do  it?  Small  businesses 
on  Long  Island  with  less-than-truck- 
load  shipments  may  have  to  wait  two 
days  before  a  truck  fills  up  to  move 
out  on  the  120-mile,  three-hour  jour- 
ney around  the  sound  to  New  En- 
gland. The  Phoenix  takes  just  two 
hours  to  sail  16  miles  across  the  wa- 
ter, and  the  wind  is  free.  Should  the 
wind  give  out,  the  Phoenix'  small  die- 
sel  engine  takes  over  to  keep  the  boat 


on  schedule.  So  far,  Brazier  is  using 
only  about  15  gallons  of  fuel  per 
week — a  $22.50  expense. 

Brazier  says  he  is  not  yet  sailing  at 
capacity,  but  business  is  brisk  and  he 
is  already  laying  plans  for  a  second 
vessel.  He  has  also  been  approached 
by  several  people  interested  in  similar 
service  on  other  potential  routes,  be- 
tween Louisiana  and  Mexico,  for  ex- 
ample. And  he  maintains  that  there  is 
potential  for  a  limited  revival  of  sail 
cargo  on  large  unbridged  bodies  of  wa- 
ter like,  say,  the  Great  Lakes.  He  also 
sees  possible  coastal  routes:  Long  Is- 
land to  Atlantic  City,  and  along  the 
Gulf,  California  and  Washington 
shorelines. 

"As  far  as  I'm  concerned,  Atlantic 
Packet  Lines  is  on  the  ground  floor  of 
a  fledgling  industry.  And  I  am  on  my 
way,"  he  adds,  a  little  tongue-in- 
cheek,  "to  becoming  the  first  modern 
sail  shipping  magnate  in  the  U.S." 
Maybe  he  shouldn't  laugh;  after  all, 
OPEC  is  on  his  side. 


Innovation  in  Milwaukee 

Next  March,  when  Francis  E.  (Fergie) 
Ferguson  steps  aside  as  chief  execu- 
tive of  Milwaukee's  125-year-old 
Northwestern  Mutual  Life  Insurance 
Co.,  he  will  hand  over  to  his  succes- 
sor, President  Donald  Schuenke,  a 
firm  that  has  thrived  on  innovation. 
Ferguson  strove  for  the  best,  not  nec- 
essarily the  safest,  route  for  his  poli- 
cyholders, and  put  Northwestern  into 
such  unorthodox  ventures  as  farm 
land,  offshore  drilling,  solar  energy, 
apartment  houses  and  soft-drink  bot- 
tling. The  payoffs  were  handsome. 
Five  years  ago  Northwestern's  assets 
were  $8.5  billion  (Forbes,  Feb.  15, 
1977);  two  years  later  they  were  $9 
billion  I Follow-Tlyronghjan.  22,  1979). 
Today  they  are  more  than  $12  billion, 
and  last  month  the  company  an- 
nounced a  20%  dividend  hike,  $717 
million  for  1.6  million  policyholders. 

Ferguson,  61,  plans  to  stay  on  as 
chairman  but  will  devote  more  time 
to  all-industry  matters.  (He  will,  for 
instance,  be  taking  on  more  chores  for 
the  American  Council  of  Life  Insur- 
ance, the  industry's  biggest  trade  as- 
sociation.) Schuenke,  a  soft-spoken 
lawyer  who  joined  the  firm  in  1963 
because  he  did  not  want  to  leave  Mil- 
waukee, shares  Ferguson's  tenet  that 
profits  belong  to  the  policy  owners. 
"We've  been  back  to  them  four 
times,"  he  says,  "to  give  additional 
dividends  or  more  insurance  cover- 
age." Last  year  Northwestern  gave  $3 
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POCKETBOOKS 
OF  MIRACLES 


Moody's 


HANDBOOK  OF  OTC  STOCKS 

Vital  business  and  market  information  on  over  550  of  the  most  popular  OTC  Stocks,  designed  to 
enhance  your  trading  decisions,  including: 
•  Technical  Stock  Movement  Charts 
•  Graphs  of  Market  Indices 

•  Balance  Sheet  and  Income  Statement  Summaries 

•  Key  Financial  Ratios  and  Statistical  Records 

•  Historical  Perspectives  on  Lines  of  Business 

•  Recent  Corporate  Developments 

You  get  a  brief,  focused  perspective  on  key  OTC  issues,  presented  so  as  to  help  you  make 
independent,  informed  decisions. 

HANDBOOK  OF  COMMON  STOCKS 

glU     Readable,  useful  and  usable  facts  on  944  common  stocks  of  greatest  investor  interest. 

•  Each  stock  is  classified  into  its  major  industry  group. 

•  How  well  each  stock  has  done  —  and  what  it's  doing  now. 

•  Major  strengths,  weaknesses,  new  acquisitions,  prospects. 

You  get  facts  on  price,  yield,  dividends,  institutional  holdings,  operating  profits  and  tabular  data. 
Moody's  brings  all  this  information  into  sharp  focus  for  you  in  Moody's  Comment  —  a  concise  state- 
ment which  gives  our  evaluation  of  the  company  and  its  stock  plus  a  long-term  market  volume/price 
chart  ( 15  years  for  most  companies). 


Moodys  Investors  Service 


SUBSTANTIAL  DISCOUNT  SAVINGS  ON  ANNUAL  4-ISSUE 
SUBSCRIPTIONS.  USE  THE  ATTACHED  REPLY  CARD  NOW! 

a  company  of 

The  Dun&'Bradstrect  Corporation 
P.O.  Box  1188,  Church  Street  Station,  New  York,  NY.  10242 

If  reply  card  has  been  removed,  please  write  to  Moody's  at  the  address  shown  above  to  obtain  subscription  information  Special  discount  savings  offer  expires  Dec  31,  1982 


SmithKline 


SmithKllne  Beckman  Corporation/World  Headquarte 


Two  world  leaders  in  technology  — 
SmithKline  and  Beckman  Instruments  —  saw 
before  their  merger  that  their  futures  lay  in 

similar  directions. 

Now  united  as  SmithKline  Beckman  Cor- 
poration, we  are  coordinating  programs  in  our 
laboratories  and  markets  worldwide.  We  are 
converging  on  key  challenges  in  health  care  and 


human  well-being. 

Through  innovation  our  businesses  have 
augmented  their  net  earnings  at  the  combined 
compound  rate  of  25%  from  1972  through  1% 
In  1982,  sales  will  reach  $3  billion  while 
R&D  investments,  for  sustained  growth,  will 
exceed  a  quarter  billion  dollars. 

Advances  on  two  fronts  in  rheuma- 

Converging 


Beckman 

One  Franklin  Plaza/Phlladelphla,  PA  19101 


Did  arthritis  research  help  illustrate  the  con- 
ergence  of  SmithKline  Beckman  technologies: 

In  Pharmaceuticals,  the  data  indicate 
nat  our  oral  gold  agent  now  under  inves- 
gation  (above,  a  computer  model  of  the 
uranofin  molecule),  will  prove  comparable  in 
fficacy  to  injectable  gold  compounds,  with 
iwer  side  effects. 

technologies 


In  Instrumentation,  diagnostic  and  prognostic 
evaluation  of  this  disease  now  benefits  from  the 
capabilities  of  our  Immunochemistry  System 
(above).  The  system  precisely  measures 
rheumatoid  factor  antibodies  in  blood  for 
more  reliable  guidance  of  therapy. 

Look  into  SmithKline  Beckman.  And  Look 
into  the  future. 


Htfetfs  pk-^ou^-Uocs  not  glitter.  Sheaffer  presents  Black  Matte,  in  fountain 
pen  Iwllpomt,  penc  il,  and  ouqDual  Writing  System  with  interchangeable 
ind  rolling  ball  Flawlessly  crafted,  they  are  flawless  gifts. 


SHEAFFER. 

JEWELRY  FOR  WRITING 


OF  THE  "FORBES  500"  COMPANIES 
HAVE  OFFICES  IN  CLAYTON,  MISSOURI 

(St.  Louis'  other  business  district) 

Mid-America's  newest  executive  office  center  •  Metropolitan  ad- 
vantages without  city  congestion  •  Competitively  priced  office 
space  •  20  minutes  from  Lambert  International  Airport  •  Ready 
access  to  multiple  industrial  parks  •  Excellent  highway  access 
•  Fine  residential  areas  •  Central  to  metro  St.  Louis'  wealth  of 
educational  and  cultural  activities  •  U.S.  geographic  and  popula- 
tion center  •  Government  center  of  St.  Louis  County 
Write  for  free  information  kit  on  Clayton's  advantages  for  your 
Mid-America  office  to:  James  C.  Laflin,  Clayton  Tomorrow,  Inc., 
City  of  Clayton,  Suite  247,  10  N.  Bemiston  Ave.,  Clayton,  MO  63105. 


CLAYTON:  world  headquarters  for  Apex  Oil,  the  Brown 
Group,  Charter  National  Life  Ins.  Co.,  Chromalloy 
American,  Coin  Acceptors,  Inc.,  General  Dynamics, 


Follow-Through 

billion  in  additional  coverage  in  ex- 
change for  owners'  taking  a  higher 
assumed  rate  on  their  policies.  "We 
save  taxes,"  Schuenke  says,  "because 
we're  taxed  on  the  difference  between 
what  we  earn  and  what  we  assume." 

The  bankroll  for  all  this  is  largely 
the  company's  investments.  Most  of 
its  money  is  in  the  tried-and-true — 
bonds,  mortgages,  common  and  pre- 
ferred stocks — but  it  is  also  heavily 
involved  in  oil,  gas,  timber,  office  fur- 
niture, spices  and  other  areas.  After 
depreciation  and  investment  expense, 
this  diverse  portfolio  earns  between 
8%  and  9.5%,  excluding  policy  loans. 

Most  rewarding  have  been  gas  and 
oil.  In  1979  Ferguson  expected  to  hit 
$2  million  a  month  from  these.  Last 
year  the  figure  was  $66  million,  and  in 
1982  total  pretax  income  is  expected 
to  reach  $80  million.  Schuenke  says 
energy  investments  total  about  $500 
million  and  he  hopes  to  raise  that  to 
$700  million  in  oil  and  gas  alone. 
Northwestern  also  has  holdings  in 
coal  and  has  put  $3  million  into  a 
solar  energy  venture  with  Battelle 
Memorial  Institute  (which  so  far  has 
produced  a  sheaf  of  patents,  but  that's 
about  all).  Last  year  the  firm  bought  a 
$40  million  share  in  American  Forest 
Products  from  Bendix  and  put  $10 
million  into  Washington's  Lewis 
County  Lumber  Co.  A  $24  million 
piece  of  Congoleum  puts  Northwest- 
ern into  vinyl  flooring,  ships  and  car 
parts,  and  it  is  awaiting  a  Washington 
okay  for  a  Wyoming  synthetic  fuel 
project  in  which  it  has  a  share. 

The  portfolio  isn't  the  only  thing 
keeping  Northwestern  buoyant.  "You 
can  earn  lots  of  money,"  Schuenke 
says,  "but  you  have  to  watch  costs  as 
well  as  investment  returns  in  this 
business.  We  do  both  of  these  things." 
In  1979  Ferguson  was  proud  that 
Northwestern  had  only  4.6  employees 
for  every  $100  million  of  insurance. 
His  nearest  rival  needed  6.7. 
Schuenke  can  be  even  prouder.  Today 
Northwestern  has  only  3.3  employees 
per  $100  million.  What's  more,  53% 
of  its  salesmen  can  write  "Chartered 
Life  Underwriter"  on  their  cards,  a 
sign  of  the  elite  in  the  industry.  In 
1979  only  35%  rated  the  C.L.U. 

Schuenke's  biggest  worry  is  a  com- 
mon one  for  life  insurance  companies, 
customers  borrowing  on  their  policies 
and  then  reinvesting  the  money  in 
higher-yielding  paper.  During  1981 
this  borrowing  rose  from  $3  billion  to 
$3.7  billion,  a  figure  that  represents 
about  30%  of  Northwestern's  assets. 
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This  is  a  proud  moment  for  all  of  us  at  Honda. The  new  Honda  Accord  4-Door 
Sedan  pictured  here  was  made  in  America.  Our  new  automobile  manufacturing  plant 
in  Marysville,  Ohio,  is  open.  We've  worked  eight  years  and  invested  $250  million  to 
make  it  happen.  Production  is  underway.  And  new  Honda  Accords  are  on  their  way.  From 
now  on,  they  won't  be  made  just  over  there.  Now  they  are  made  over  here.  HONDA 

SpffiZ  American  Honda  Motor  Co..  Inc. 


■ 


Xerox  remembers  the  people 
office  automation  forgot. 

You're  a  business  professional,  an  engineer,  a  sales  analyst,  a  lawyer,  a 
researcher.  These  days  it  seems  there's  an  office  machine  helping  everyone 
but  you.  Secretaries  nave  their  typewriters  and  copiers.  The  boss  has  some 
sort  of  computer.  And  you're  still  churning  out  reports,  proposals,  presenta- 
tions and  more,  with  your  trusty  pencil  and  pad  and  lots  of  work. 

Rest  assured  Xerox  is  bringing  help.  It's  called 
the  Xerox  8010  Information  System.  And  with  it 
you  can  create  a  document  in  a  totally 
unique  way.  You  can  choose  the  style  and 
size  of  the  typeface.  Design  an  astounding 
variety  of  forms,  charts  and  graphs.  Dis- 
play complicated  formulas.  And,  of 
course,  call  up  stored  information,  add  to 
it,  rearrange  it  and  create  new  informa- 
tion. You  do  all  this  on  a  screen  before  any- 
thing is  put  on  paper.  You  can  even  send  it  electronically  to  others 
for  their  input  and  approvals. 

Once  you're  satisfied  with  what  you've  created,  it  can  be  printed 
exactly  the  way  it  appears  on  the  screen  with  one  of  Xerox' electronic 
printers. 

Xerox  hasn't  forgotten  the  people  you  work  with,  either.  To  help  them 
keep  up  with  all  your  newly  found  productivity,  we  offer  a  full  line  of 
machines  that  work  alone  or  with  your  8010  as  part  of  an  Ethernet  network. 
The  Xerox  820  Personal  Computer  uses  hundreds  of  CP/M 5  based  pro- 
grams to  help  managers  and  executives  handle  planning,  budgets,  forecast- 
ing and  more.  The  Xerox  Memorywriter  helps 
secretaries  turn  out  letter-perfect  letters  with  new 
ease  and  speed.  And  the  Xerox  860  Information 
Processor  is  a  workhorse  when  it  comes  to  help- 
ing typists  with  floods  of  information. 
No  one  else  offers  your  company  such  a  complete  range  of  office  ma- 
chines that  can  be  usecl  individually  or  as  part  of  a  total  information  net- 
work. Today  and  tomorrow.  For  more  information,  write  to  Xerox,  P.O. 
Box  470065,  Dallas,  Texas  75247. 

So  if  you'd  like  your  work  to  be  more  memorable,  remember  Xerox. 


XEROX 


c;i'/M®  is  a  registered  trademark  of]  >igital  Research,  Inc 


XEROX«,80K),  820and  860  are  trademarks  of  XEROX  CORPORATION. 


Readers  Say 


Small  part  of  big  problem 

Sir:  Your  concern  for  the  security  of 
nuclear  weapons  in  Europe  (Fact  and 
Comment,  Aug.  30)  touches  only  a 
small  fraction  of  the  lack  of  protec- 
tion from  nuclear  dangers. 

Sabotage  in  any  of  the  74  U.S.  oper- 
ating nuclear  plants  involves  the  sim- 
ple disruption  of  incoming  electrical 
power  and  disruptions  of  the  emer- 
gency power  within  the  operating  nu- 
clear plant.  What  happens  without 
the  necessary  power  to  operate  an  In- 
dian Point?  Would  any  of  the  emer- 
gency equipment  work? 

Moreover,  stolen  nuclear  rockets 
compare  to  a  nuclear  meltdown  like  a 
cap  compares  to  a  cannon. 
— Howard  Virgin 
Manchester,  Me. 


Bray  rights 

Sir:  Re  your  editorial  criticizing  Mal- 
colm Toon's  criticism  of  noncareer 
ambassadors  (Fact  and  Comment,  Sept. 
13).  I  have  not  cared  to  respond  public- 
ly to  the  mudslinging  of  "Looney" 
Toon.  As  my  greatly  admired  professor 
of  diplomatic  history  at  Stanford, 
Thomas  Bailey,  liked  to  say:  "Such 
people  should  be  lashed  with  the 
tongue  of  silence."  Anyway,  as  I  told 
[American  Ambassador  to  Italy]  Max 
Raab  when  he  raised  the  subject  sever- 
al months  ago:  "We  must  accept  that 
one  of  the  beautiful — if  sometimes  an- 
noying— things  about  our  society  is 
that  every  ass  has  a  right  to  bray." 
—John  Gavin 
Ambassador, 
U.S.  Embassy 
Mexico 


Kind  words 

Sir:  I'm  not  a  bit  depressed  about  the 
election,  still  I  feel  better  than  I  did, 
after  reading  your  kind  words  (Fact 
and  Comment,  Nov.  22). 
— Ronald  Reagan 
Tlje  White  House 
Washington,  D  C. 


Good  suggestion 

Sir:  Re  the  President's  call  to  MSF 
suggesting  he  apply  for  a  job  on  the 

New  York  Times  and  the  Washington 
Post  editorial  pages  (Fact  and  Com- 
ment, Oct.  25). 

I  would  heartily  endorse  his  sugges- 


tion. Not  only  his  editorials  but  also 

the  magazine  goes  from  strength  to 

strength  and  I  am  often  jealous  when  I 

pick  it  up — both  of  its  quality  and  of 

its  weight. 

— Katharine  Graham 

Chairman, 

Washington  Post  Co. 

Washington,  D  C 


Critical  on  defense 

Sir:  Re  President  Reagan  calling  MSF 
about  his  editorial  praising  him  (Fact 
and  Comment,  Oct.  25).  I  wonder  if  he 
also  takes  note  of  the  many  times 
Forbes  has  criticized  his  defense 
spending  policies.  How  can  he  be  per- 
suaded to  do  with  the  U.S.S.R.  what 
Richard  Nixon  did  with  China — 
make  peace? 
— Niels  H.  Nielsen 
Princeton,  N.J. 


Earnings  estimate  up 

Sir:  The  Institutional  Brokers  Esti- 
mate System  1983  estimate  for  Wal- 
green should  have  been  $3.90,  not 
$3.32  (Statistical  Spotlight,  Nov.  22). 
Moreover,  a  new  IBES  update  raises 
that  a  bit  to  $3.95. 
— Steve  Sink 
New  York,  NY. 


Regulatory  Rx 

Sir:  Forbes  addressed  only  the  busi- 
ness aspects  of  the  controversy  be- 
tween the  American  Medical  Associ- 
ation and  the  Federal  Trade  Commis- 
sion ("Poor  prescription,"  Aug.  30).  A 
profession  acts  like  a  business  only  to 
a  very  limited  degree,  giving  primacy 
to  the  interests  of  its  patients/clients. 
When  the  FTC  attacked  supposedly 
anticompetitive  aspects  of  medical 
practice,  it  also  impaired  our  ability  to 
deal  with  quality  of  care,  excessive 
fees  and  exploitative  advertising. 
— Robert  D.  Gillette,  M.D. 
College  of  Medicine 
University  of  Cincinnati 
Cincinnati,  Ohio 

Sir:  On  target.  The  effort  to  transfer 
the  control  of  the  profession's  busi- 
ness practices  to  state  boards — at 
least  with  optometry — is  an  effort  to 
permit  optometrists  to  protect  their 
own  financial  interests. 

As  the  only  optometrist  to  have  tes- 
tified in  support  of  price  advertising  in 


1977, 1  am  credited  with  having  some- 
how impugned  the  profession  by  hav- 
ing encouraged  adoption  of  the  FTC 
regulations.  Since  then  the  state 
boards  of  optometry  in  two  states 
have  hounded  me  continuously. 

With  the  protection  of  the  FTC  rul- 
ings and  a  court  ruling,  I've  continued 
to  advertise  prices. 
— Joseph  S.  Serian,  O.D. 
Columbus,  Ohio 


Whose  mistake? 

Sir:  Re  Fact  and  Comment  (Nov.  22) 
on  Bill  Safire's  "a  bad  mistake" — it 
would  be  a  mistake  not  to  subscribe 
to  your  magazine,  but  a  bad  mistake 
not  to  read  it. 

You  made  the  wrong  mistake. 
—J.H.  Welch 
Greensboro,  N.C 

Sir:  Mr.  Safire  is  right.  A  mistake  is  a 
zero-sum  action;  someone  benefits, 
someone  loses.  The  loser  is  not  neces- 
sarily the  one  who  makes  the  mis- 
take. To  illustrate:  One  makes  a  mis- 
take in  filling  out  an  OTB  slip.  The 
intended  horse  loses,  the  erroneous 
one  wins.  One  orders  Fortune  from  a 
subscription  service.  The  keyboard 
operator  errs  and  the  subscriber  re- 
ceives Forbes  instead. 

Doesn't  it  seem  now  that  you  made 
a  bad  mistake? 
— Warren  K.  Schoonmaker 
Coram,  NY. 

Sir:  You  ask,  "There  are  good  mis- 
takes?" Only  if  you  learn  from  your 
bad  mistakes.  A  bad  mistake  made 
twice  ...  is  a  "real"  mistake. 

— Ed  Swanstrom 
Chicago,  III. 


Real  men  read  Forbes 

Sir:  I  read  your  review  of  my  book, 
"Real  Men  Don't  Eat  Quiche"  (Fact 
and  Comment,  Nov.  8).  Real  Men  can- 
not function  without  "The  Capitalist 
Tool." 

By  the  way — when  I  sat  down  to 
write  the  book,  Malcolm  Forbes  was 
one  of  the  people  I  had  in  mind  as  a 
prototype  of  the  modern-day  "Real 
Man." 

— Bruce  Feirstein 
New' York,  NY. 

Good  thing  you  didn't  know  I  like 
quiche!! — MSF 
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How  Dow  Jones  News/Retrieval 
[elped  Launch  Rockwell  International 
Into  A  New  World  Of  Information 


Dheck  this  on  the  Dow"  is  a  familiar  sound  to  Ruth 
unning,  Manager  of  Business  Information  Services  at 
ockwell  International's  Pittsburgh  headquarters.  It's  a 
irase  executives  from  many  departments  use  as  they 
ly  on  the  Business  Research  Center  to  get  them  infor- 
ation  for  marketing,  communications,  and  strategic, 
lancial  and  international  planning  projects. 

xclusive  Business  Information  On  "The  Dow" 

Hie  Dow"  is  Dow  Jones  News/Retrieval®,  the  accurate 
id  timely  business  and  financial  information  service. 

service  that  gives  Rockwell  decision-makers  instant, 
sctronic  access  to  exclu- 


de news  from  The  Wall 
reet  Journal,  Barron's  and 
e  Dow  Jones  News 
'ire,  plus  stock  quotes, 
EC  data,  corporate  and 
dustry  profiles  and  other 
lportant  business  and 
lancial  information. 

The  One  Tool  You  Can't  Be  Without 

lthough  Ruth  Gunning  has  more  than  400  data  bases  to 
loose  from,  Dow  Jones  News/Retrieval  is  the  one  that's 
ost  frequently  front  and  center.  "It's  the  first  place  I  go 
>r  current  information,"  she  says.  "There  is  no  other  ser- 
ce  available  to  me  that  offers  such  speed.  At  Rockwell, 
's  a  tool  that  cuts  across  all  departments." 


NASA 


i  — 


Business  Information  For  Every  Department 

Dow  Jones  News/Retrieval  provides  everything  from 
competitive  data,  economic  updates  and  contract  and 
merger  news,  to  special  reports  on  the  economy  and 
activities  in  Washington. 

So  Easy  To  Access. .  .So  Easy  To  Use 

News/Retrieval's  use  at  Rockweli  hardly  ends  with  the 
Business  Research  Center.  Other  Rockwell  staff  mem- 
bers prefer  to  access  News/Retrieval  directly  through  their 
own  terminals.  As  Ruth  Gunning  says,  "It's  so  easy  to  use, 
they  don't  need  someone  with  experience  to  do  it  for  them." 

Working  Smarter,  Faster  and  Less  Expensively 

Why  not  check  into  Dow  Jones  News/Retrieval  and  dis- 
cover how  it  can  help  every  department  in  your  company 
improve  productivity  by  working  smarter.  Accessible  on 
most  standard  terminals  and  personal  computers,  it's  easy 
to  use  and  surprisingly  inexpensive  since  you  pay  only 
for  the  information  you  request. 

Free  Booklet .  .Free  Trial 

It's  easy  to  find  out  more  about  News/Retrieval.  For  a 
free  12-page  color  booklet  and  a  free  trial,  call  our  hotline. 

Call  Toll  Free  800-222-0081 

(In  New  Jersey,  Canada  and  Alaska,  call  609-452-7040) 


DOW  TONES, 


Dow  Jones  News/Retrieval  is  a  registered  trademark  of 
Dow  Jones  &  Company,  Inc. 


PRESENT  EXTRAORDINAIRE 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SOMEONE  HAS  TO  GIVE,  AND  THAT  SOMEONE  IS  THE  PRESIDENT 


There's  just  no  way  the  Congress  can,  should  or  will  go 
along  with  an  Administration  budget  that  projects  a  $200 
billion  deficit.  The  Administration  would  be  nuts  to  sub- 
mit such  a  folly. 

If  the  White  House  does,  the  Congress — principally  the 
House's  substantial  Democratic  majority — will  write  its 
own  budget.  The  President  will  veto  it.  This  shoot-out  will 
bloody  not  just  the  Administration,  the  Congress,  the 
Republicans  and  the  Democrats,  but — of  far  greater  conse- 
quence— will  abort  our  struggling  economic  recovery. 

The  defense  budget  is  going  to  be  cut  appreciably.  And 
should  be.  It's  utter  foolishness  for  the  Secretary  of  De- 
fense &.  Spending  &  Travel,  Cap  the  Butterknife  to  throw 
a  fit  when  Budget's  Stockman  asks  him  for  his  order  of 


priorities  on  cuts  in  weapon  systems.  (For  the  foremost 
candidate  for  such,  see  below.)  Cuts  are  going  to  be  made 
and  one  would  think  that  Secretary  Weinberger  would 
want  to  have  some  input  instead  of  an  output  of  tantrums. 

Then  there's  going  to  be  either  a  rescinding  of  the 
programmed  additional  income  tax  cut  or  the  imposition 
of  additional  taxes.  Or  some  of  both.  $Billions  more  in  cuts 
in  federal,  social  and  welfare  programs?  Forget  it.  Neither 
the  lame  duck  Congress  nor  the  new  one  will  do  anything 
but  a  nick  here  and  a  nick  there. 

Until  the  economy's  flourishing  again,  the  President  has 
to  tack  to  make  progress  against  the  economic  and  politi- 
cal winds  beating  hard  against  the  Administration's  basi- 
cally sound  thrust. 


ONLY  A  DUNCE  COULD  PACK  SUCH  DENSITY  BETWEEN  TWO  EARS 


It  may  seem  beyond  believing,  but  the  Defense  Depart- 
ment really  is  proposing  to  base  the  controversial,  unfath- 
omably  expensive  MX  missile  in  a  cluster  of  silos  about 
1,800  feet  from  each  other.  One  hundred  of  them.  The  idea? 

THE  ELECTION  KNELLED  FOR 

that  might  affect  present  recipients — though  I  can't  think 
of  any  politicos  in  either  party  who  advocated  any  such. 

But  rhetoric  and  election  results  can't  keep  Social  Secu- 
rity's retirement  fund  from  going  broke.  Which  it  is. 

So  if  Social  Security's  a  sacred  cow,  beyond  even  rational 
revision,  there's  only  one  way  the  31  million  Americans 
now  receiving  retirement  benefits  from  it  every  month  can 
continue  to  do  so.  Through  the  swift  enactment  of  new 
taxes,  payroll  and  general,  to  cover  the  soaring  difference 
between  what  the  fund  now  takes  in  and  now  pays  out.  It's 
that  inarguably  simple. 


The  Soviets  would  aim  so  many  missiles  at  this  cluster 
that  they'd  bang  into  each  other  and  explode  before  any  hit 
the  target.  Yup,  it's  actually  what  they're  proposing. 

"Dense  pack,"  it's  called.  A  dunce  pack  they  are. 

SOCIAL  SECURITY  CHANGES 

One  would  think  it  not  unreasonable  that  the  yearly 
upward  revision  in  benefits,  presently  figured  on  a  basis 
that  exceeds  the  rate  of  inflation,  should  be  adjusted.  One 
would  think  it  not  unreasonable  that  adjustments  could 
now  be  made  concerning  those  not  yet  on  Social  Security, 
those  still  one  or  two  or  three  or  four  or  five  years  away 
from  it.  But  if  there  are  no  revisions,  and  if  Social  Security 
checks  are  not  to  start  bouncing,  then — pronto — federal 
taxes  have  to  bounce  up.  It'll  be  interesting  to  see  if  the 
biggest  bleeding-hearts  among  the  campaigners  now  open 
their  veins  to  new  taxes. 
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MIDNIGHT  IN  PEKING 


It's  fortunate  that  Paki- 
stan's toughly  able  President 
Zia  is  a  friend  of  the  U.S.  and 
is  impressed  by  the  foreign- 
policy  resolve  of  the  Reagan 
Administration. 

Pakistan  bears  the  brutal 
brunt  of  the  fallout  from  Rus- 
sia's occupation  of  neigh- 
boring Afghanistan.  It's 
swamped  with  nearly  3  mil- 
lion Afghan  refugees  and  is 


In  Zia's  Peking  guest  villa 

(1.  to  r.)  President  Zia,  MSF,  Armand  Hammer 


In  quiet-toned,  cultivated 
English,  General  Zia  ob- 
served that  Russia's  ongoing 
losses  in  Afghanistan  were 
not  unlike  the  U.S.  experi- 
ence in  Vietnam,  "but  the 
difference  is  that  Afghani- 
stan is  on  Russia's  border. 
With  the  size  of  its  forces  and 
resources,  the  Kremlin  will 
continue  the  occupation,  re- 
gardless of  cost,  until  it  can 


under  intense  pressure  from  the  U.S.S.R.  which  suspects 
(rightly,  I'd  suspect)  that  Pakistan  is  being  used  as  the 
main  route  for  whatever  arms  and  supplies  are  reaching 
unsuppressible  Afghan  resistance  fighters.  Pakistan  has 
suffered  bitterly  from  actual  war  and  near-war  relations 
with  its  other  vast  neighbor,  and  Russia's  ally,  India. 

At  midnight  in  Peking  recently,  I  met  with  this  redoubt- 
able leader  of  a  nation  legendary  for  the  fierce  valor  of  its 
people.  We  had  just  finished  a  1,600-mile  motorcycle  trip  in 
China  (including  a  wee  bit  by  balloon),  when  the  most 
dynamite  Doer  in  the  American  business  world,  Occidental 
Petroleum's  84-year-old  Armand  Hammer,  called.  He  was 
visiting  with  his  old  friend  Zia  (who  was  on  his  third  official 
trip  to  China)  and  wanted  us  to  come  right  over  for  a  talk 
vuh  the  Pakistani  leader. 


find  a  way  to  disengage  without  losing  face." 

He  commented  that,  even  with  all  the  international  aid, 
just  sustaining  Afghan  refugees  costs  Pakistan  over  $1 
million  a  day.  "That  may  not  be  much  in  American  terms, 
but  for  us  it's  a  huge  cost,"  said  Zia. 

Under  direct  threat  from  the  U.S.S.R.,  and  at  razor's 
edge — almost  literally — with  India,  Pakistan  is  finally  get- 
ting some  more  meaningful  military  and  other  help  from 
the  U.S.  In  relation  to  needs  and  problems,  though,  there's 
much,  much  needed. 

But  after  visiting  with  Zia  and  looking  at  his  country's 
history,  you  know  that  regardless  of  the  extent  of  help  or 
the  enormity  of  the  threat,  this  man  and  these  people  will 
carry  on. 

Wimps  they  are  not. 


WE  SHOULD  LIVE  SO  LONG 


as  to  see  the  day  when  the  press  runs  a  cartoon 
similar  to  this  one  from  the  front  page  of  Den- 
ver's Rocky  Mountain  News  of  61  years  ago — 
June  20,  1921. 

Note  the  reference  to  the  fact  that  the  U.S. 
government's  spending  doesn't  exceed  income 
"for  the  first  time  since  1914."  You  will  recall 
that  1914  was  the  outbreak  of  World  War  I,  fol- 
lowed by  our  own  participation  in  that  war, 
which  ended  Nov.  11,  1918. 

Only  three  years  after  World  War  I  we  had  a 
balanced  budget. 

A  great  fallacy  is  that  "history  repeats  itself," 
when  actually  it's  only  folly  that  does. 


[  WfRt.  (.LAP  1  HIS  IS  CihTTINO  BACK  TO  NORMAL  ANVVl  AY 


Good  \ 

WORK,  ) 
UNCLE  ,  KEEP  ; 
'  ER    UP  ' 


A  YEAR  AGO  WHILE 

was  still  selling  way  below  marketing  hopes,  we  men- 
tioned here  personal  reasons  for  our  ardent  hope  for  its 
success.  My  wife  and  visiting  granddaughters  loved  having 
those  instant  first-rate  movie  platters  available  at  any  time 
they  fit  time  and  desire. 

Now  'tis  the  season  to  be  jolly  for  RCA  about  its  huge 
videodisc  investment.  Player  sales  are  growing,  and  the 


RCA'S  VIDEODISC 

constantly,  and  greatly,  expanding  selection  of  plattered 
movies  are  selling  at  an  ever  greater  rate,  perhaps  as  high 
as  4  times  greater  this  year  than  last. 

Things  often  take  longer  to  succeed  than  is  anticipated. 
But  after  all,  as  my  father  once  wrote,  remember  that 
diamonds  are  nothing  more  than  chunks  of  coal  that  stuck 
to  their  job. 
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A  GOOD  LICK  FOR  SALT 


Okay.  So  doctors  say  that  too  much — whatever  that 
means— salt  is  bad  for  lots  of  people.  But  anybody  who 
says  he  doesn't  find  salt  finger-lickin'  good  either  has 
adjusted  to  a  special  medical  necessity  or  is  somewhat 
tasteless. 

As  one  who'd  hate  to  live  without  salt,  I  think  it's  time  to 
remind  its  multiplying  detractors  that  without  salt  mil- 
lions of  people  wouldn't  have  been  able  to  stay  alive.  I'll  bet 
salt  gets  a  bum  rap  in  many  cases  of  high  blood  pressure 
when  more  likely  it's  bosses  at  home  and  in  the  office  as 
well  as  multiple  other  irritants  that  are  the  culprits. 

This  pro-salt  outpouring  is  prompted  by  Robert  Farrar 
Capon's  great  column  recently  in  the  New  York  Times, 
from  which  I'll  happily  sprinkle  these  extracts  upon  that 
essential  seasoning's  maligners: 

"Without  salt  we  would  not  only  have  difficulty  being 
well,  we  would  not  be  here  at  all.  All  life  came  from  the 
salt  sea,  and  all  our  history  has  been  salted  as  well.  Salt's 
preservative  properties  made  it  a  symbol  of  enduring  com- 
pacts (the  Old  Testament  records  a  'covenant  of  salt').  Its 


necessity  in  climates  without  ice  made  it  precious  (salt 
was  offered  in  sacrifices  to  God);  its  preciousness  made  it  a 
measure  of  labor  (he  who  earns  a  salary  is  worth  his  salt); 
its  sovereign  use  as  a  seasoning — its  ability  to  sharpen  and 
define,  to  give  balance  and  point  to  the  taste  of  food — made 
it  the  perfect  metaphor  for  all  that  is  unmistakable  in  life 
(a  salty  character,  a  salacious  dance);  and  to  think  of  life 
without  it  was  the  very  antithesis  of  wisdom  (if  salt  'loses 
its  savor,'  it  becomes,  literally,  foolish:  The  Greek  is 
moranthe). 

"Eating  a  meal  that  has  had  salt  poured  over  everything 
on  the  plate  is  like  reading  a  book  with  too  many  exclama- 
tion points:  The  punctuation  becomes  the  message.  Yet  to 
cook  without  salt  (save  for  sound  and  personal  medical 
reasons),  or  to  undersalt  deliberately  in  the  name  of  dietary 
chic  is  to  omit  from  the  music  of  cookery  the  indispens- 
able bass  line  over  which  all  other  tastes  and  smells  form 
their  harmonies. 

"Down  with  this  trendy  blaming  of  substances  when 
the  problem  lies,  obviously,  in  the  dose!" 


OCCASIONALLY  INDULGING 

in  a  do-nothing  day  is  more  than  worth  the  price. 


THE  ONLY  THING  BETTER  THAN 

the  occasional  three-day  weekend  is  a  four-day  one. 


BURTON  BLITZED  THE  GOP 


By  M.S.  Forbes  Jr. 


High  unemployment  and  fears 
over  Social  Security  weren't  the 
only  factors  helping  Democrats  in 
last  month's  elections.  One  of  their 
most  potent,  unheralded  weapons 
was  Representative  Phil  Burton. 

In  1981  the  California  Democrat 
took  it  upon  himself  to  remap  his 
state's  congressional  districts  to  re- 
flect the  1980  census,  and  a  compli- 
ant Democratic  legislature  and  gov- 
ernor went  along. 

Burton  skillfully  pulled  off  the 
old  trick  of  concentrating  a  dispro- 
portionate number  of  GOP  voters  in 
a  handful  of  districts.  These  seats 
the  Republicans  would  win  with 
ease,  but  the  rest,  depleted  of  poten- 
tial GOP  support,  would  be  vulner- 
able to  the  Democrats.  Courts  say 
this  sort  of  thing  is  okay,  as  long  as 
the  districts  are  equal  in  population. 

In  the  43  contested  seats  (two 
Democrats  ran  unopposed),  the  Re- 
publicans and  Democrats  split  the 
total  popular  vote,  each  getting 
50%.  But  the  Democrats  won  27  of 
these  races,  the  GOP  a  paltry  16. 
The  Democrats  came  away  with 
seven  additional  seats  from  Califor- 


nia. If  they  had  done  as  well  nation- 
ally, they  would  have  gained  almost 
70  House  seats  instead  of  26. 

DIAGNOSIS  AND  Rx 
FOR  MEXICO 

The  tough  conditions  recently 
imposed  by  the  International  Mone- 
tary Fund  on  Mexico  for  a  three-year 
series  of  bailout  loans  give  that 
country's  new  administration  the 
necessary  grounds  for  making  fun- 
damental changes  in  the  way  its 
economy  has  been  handled. 

Mexico  has  made  the  mistake  of  all 
too  many  developing  countries — oil- 
and  nonoil-producing  alike — in  rely- 
ing on  extensive,  increasingly  heavy- 
handed  government  intervention  to 
stimulate  and  guide  the  economy. 
The  free  market  got  short  shrift. 

Like  so  many  lesser-developed 
countries  (LDCs),  Mexico  has  prac- 
ticed an  extensive  form  of  protec- 
tionism, ostensibly  to  allow  "infant 
industries"  to  grow  unmolested  by 
foreign  competition.  But  the  benefi- 
ciaries never  became  efficient,  stay- 
ing heavily  dependent  on  direct  and 
indirect  subsidies.  Vast  amounts  of 
capital  were  thus  frittered  away. 

Mexico's  bureaucrats,  for  exam- 


ple, concentrated  resources  on 
heavy,  capital-intensive  industries, 
such  as  petrochemicals  and  steel, 
rather  than  such  labor-intensive 
areas  as  textiles. 

Mexico  went  in  for  the  usual  ar- 
ray of  import  controls  and  import- 
substitution  schemes,  which  ended 
up  increasing  costs  for  materials  for 
local  manufacturers  and  misallocat- 
ing  capital. 

Mexico's  economy  has  long  been 
dominated,  directly  and  indirectly, 
by  the  state,  but  in  the  past  12  years 
this  presence  grew  rapidly,  especial- 
ly as  oil  revenues  soared.  By  the  late 
1970s  public  spending  was  growing 
at  4  times  the  pace  of  the  economy 
as  a  whole. 

When  the  bubble  burst,  the  re- 
sponse of  President  de  la  Madrid's 
predecessor  was  more  of  the  same: 
more  controls,  more  taxes,  more 
nationalization. 

The  new  president  must  start 
scaling  back  the  government's  suf- 
focating presence  in  the  economy. 
Otherwise  the  economy  will  stag- 
nate, illegal  immigration  to  the  U.S. 
will  surge  and  Mexico's  relatively 
democratic  political  institutions 
will  be  headed  for  disaster. 
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Other  Comments 

( )ften  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  tin's  editors  mitn/.-MSF 


How  Much  for  Senators? 

Can  anybody  imagine  J.P.  Morgan 
with  his  sleeves  rolled  up  and  his 
suspenders  showing,  eating  hot  dogs 
on  a  street  corner  so  as  to  be  elected 
to  the  Senate  and  serve  the  people? 
My  guess  is  that  if  anybody  had  ever 
asked  J.P.  Morgan  to  serve  the  peo- 
ple, his  answer  would  have  been, 
"How  do  you  want  them — well  done 
or  medium  rare?" 

That's  my  idea  of  a  millionaire. 
Real  millionaires  don't  want  to  be 
senators;  they  want  to  buy  senators. 
That's  why  you'll  never  catch  me  run- 
ning for  the  Senate.  I  want  people  to 
look  down  from  the  gallery  in  the 
Capitol  and  admire  my  senators  and 
ask,  "How  much  does  a  senator  cost?" 
so  I  can  reply,  "If  you  have  to  ask,  you 
can't  afford  one." 

— columnist  Russell  Baker 

Disastrous  "Protection" 

If  politicians  feel  it's  necessary  to 
come  up  with  jobs  programs,  they 
ought  to  at  least  focus  on  public 
works  projects — bridges,  sewers, 
roads,  etc. — where  there's  something 
to  show  afterward  for  the  expendi- 
tures. The  best  thing  politicians  can 
do  about  unemployment  is  to  make 
sure  there  is  no  Depression-style 
trade  war.  Protectionist  measures 
such  as  the  local  content  bill  for 
autos  are  being  paraded  around  Con- 


gress as  "jobs  legislation."  But  as'the 
sad  experience  of  the  1930s  makes 
clear,  a  Balkanization  of  worli'  ro- 
duction  and  trade  flows  would  i  ike 
today's  unemployment  rates,  unfor- 
tunate as  they  are,  look  puny. 

— Wall  Street  Journal  editorial 

So  What's  New? 

In  1896,  when  there  were  four  auto- 
mobiles in  the  United  States,  two 
were  in  St.  Louis.  They  collided.  Both 
drivers  were  hurt,  one  seriously. 

— Andrew  Tobias, 
The  Invisible  Bankers 

Bradlee  on  Ass.  Secys. 

I  don't  know  how  to  say  this  with- 
out blowing  my  horn,  but  I  have  spent 
more  time  in  combat  defending  my 
country  than  any  nonmilitary  Presi- 
dent of  the  United  States,  and  that's 
why  when  aspersions  are  cast  upon 
my  patriotism  I  get  a  little  pissed. 
Also,  I  was  in  the  foreign  service  for  a 
couple  of  years.  I  know  something 
about  serving  my  country,  and  I  care  a 
helluva  lot  about  it.  I  had  a  good  edu- 
cation, a  reasonably  good  upbringing, 
I'm  not  a  drunk  or  a  dope-taker.  So  we 
[in  the  press]  are  not  Unqualified.  In 
this  town,  when  you  have  to  listen  to 
an  assistant  secretary  of  defense  who 
might  have  been  selling  cars  in  Oma- 
ha two  years  ago  tell  you  what's  a 


matter  of  national  security  or  what 
isn't,  I  mean  excuse  me. 

— Ben  Bradlee,  editor, 
Washington  Post, 
interviewed  in  American  Heritage 

Boeing's  767  &  757 

The  grim  irony  of  Boeing's  timing 
[in  giving  birth  to  the  next  generation 
of  commercial  aircraft)  is  not  lost  on 
the  executives  charged  with  hustling 
the  new  jet  liners.  Says  Dean  Thorn- 
ton, vice  president  and  general  man- 
ager of  the  767  program:  "I  feel  like  a 
basketball  coach  whose  team  is  run- 
ning hard,  shooting  well,  and  re- 
bounding beautifully.  But  the  audito- 
rium is  on  fire." 

— Alexander  Stuart,  Fortune 


It  would  hardly  be  neces- 
sary to  talk,  sense  if  one 
spoke  well  enough. 

— Quentin  Crisp, 
How  to  Have  a  Life-Style 


GOP  on  Nov.  Vote 

This  election  marks  only  the  third 
time  in  more  than  50  years  that  the 
Republican  Party  has  controlled  the 

Senate. 

The  first  time  in  more  than  50  years 
that  the  Republican  Party  has  held 
control  of  the  Senate  for  two  consecu- 
tive sessions  of  Congress. 

This  is  only  the  third  time  in  more 
than  50  years  that  the  party  controlling 
the  White  House  has  not  lost  Senate 
seats  during  an  off-year  election. 

Congressman  Paul  Trible's  election 
in  Virginia  gives  the  state  two  Repub- 
lican senators  for  the  first  time  since 
Reconstruction.  Only  one  other 
southern  state  (North  Carolina)  has 
two  Republican  senators. 

— GOP  news  release 

Coward's  Cole  Comfort 

"Cole  [Porter]  and  I  had  a  long  cozy 
talk  about  death.  .  .  .  We  discussed 
what  would  happen  if  I  died  and  what 
would  happen  if  he  died,  and  we  came 
to  the  sensible  conclusion  that  there 
was  nothing  to  be  done.  We  should 
have  to  get  on  with  life  until  our  turn 
came.  I  said,  'After  all  the  day  had  to 
go  on  and  breakfast  had  to  be  eaten,' 
and  he  replied  that  if  I  died  he  might 
find  it  a  little  difficult  to  eat  breakfast 
but  would  probably  be  peckish  by 
lunch-time." 

— Noel  Coward, 
The  Noel  Coward  Diaries 


"You  never  touch  anything  that  turns  to  gold!" 
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There  may  be 
better  things  to  do 
withyour  company's 
insurance  money 
than  buy  insurance. 

-tor  the  multinational  corporation,  the  cost  of 
protecting  its  assets  abroad— both  people  and 
property— has  become  a  major  one,  with  pre- 
miums ranging  from  thousands  into  millions  of 
dollars  annually. 

And  always  it  has  been  thought  of  as  a 
necessary  cost  of  doing  business. 

We  would  like  to  recommend  an  alternative. 
Rather  than  think  of  all  that  money  as  an 
expense  for  your  company,  we  suggest  you 
think  of  it  instead,  as  a  financial  tool. 

That's  right,  as  a  financial  tool.  There  are  so 
many  ways,  today,  to  make  your  insurance 
money  work  for  your  company  at  the  same 


time  it's  protecting  your  company.  Ways 
to  free  your  money,  to  give  you  control 
over  its  flow,  to  significantly  lower  your 
cash  outlay.  In  short,  ways  to  be 
smart  with  your  insurance  money. 
At  AFIA,  as  a  pioneer  in 
worldwide  insurance,  we  offer 
the  multinational  corporation  all  the 
expertise,  innovativeness  and  capability  our  64 
years  of  experience  have  given  us.  As  well  as  our 
facilities:  more  than  230  offices  serving  135 
countries.  And  we  offer  it  all  to  help  you  plan 
the  worldwide  programs  that  can  put  your 
insurance  money  to  valuable  use. 

Programs  like  forming  your  own  captive.  Or 
a  controlled  master  program  with  deductible 
funding  which  enables  you  to  derive  the  benefits 
of  a  captive  without  the  necessity  of  forming  a 
captive. 

Another  significant  innovation  is  global  in- 
surance, one  program  that  covers  you  both  in 
the  United  States  and  abroad  and  has  the  effect 
of  increasing  your  insurance  buying  power 
significantly  and  providing  greater  control  of 
your  risk  management  program. 

Those  are  a  few  brief  examples  of  how 
insurance  can  be  made  to  work  for  companies 
today.  To  be  sure,  there  are  others:  high  deduct- 
ibles, other  cash  flow  programs,  rating  plans 
and  unbundling  of  services  (that  is,  paying  for 
only  the  insurance  services  you  need)  to  name 
but  a  few. 

Working  together  with  your  broker  and  AFIA, 
your  risk  manager,  given  centralized  control 
of  your  worldwide  insurance  programs,  can 
make  your  insurance  money  do  more  and  better 
things  than  ever  before. 

For  more  information,  write  AFIA,  Dept.  A, 
110  William  Street,  New  York,  NY  10038. 


AFIA 


WORLDWIDE  INSURANCE 

Helping  business 
grow  overseas  since  1918. 


AFIA  Worldwide  Insurance,  110  William  Street,  New  York,  NY  10038,  Atlanta,  Boston,  Chicago,  Cleveland,  Dallas,  Houston,  Los  Angeles, 
Miami,  Minneapolis,  San  Francisco,  Seattle,  Washington,  D.C.  and  230  other  cities  around  the  world. 


No  West  Coast  shipyard 
can  match  the  overhaul  and 
repair  capabilities  of  Todd's 
Pacific  operations.  | 


Todd's  new  $32  million  drydock  facil- 
ity in  Seattle  has  the  capacity  and 
flexibility  to  handle  virtually  100%  of 
the  merchant  vessels  frequenting 
Puget  Sound  and  all  naval  ships  ex- 
cept the  largest  aircraft  carriers.  As  a 
result,  Todd  Seattle  can  now  com- 
pete for  multi-million  dollar  programs 
including  the  conversion  of  large 
commercial  and  naval  vessels,  the 
overhaul  of  combatants  from  frigate 
class  to  battleships  and  the  servicing 
and  repair  of  commercial  vessels  up 
to  125,000  deadweight  tons. 

No  other  company  on  the  West 
Coast  has  the  capacity  and  range  of 
services  provided  by  Todd  Seattle, 
Todd  Los  Angeles  and  our  newly- 
acquired  San  Francisco  operation. 

With  these  modern  facilities,  we  can 
offer  customers  integrated  service 
capabilities  at  all  three  major  Pacific 
Coast  ports. 

Todd's  investment  in  its  West  Coast 
facilities  will  reach  $135  million  by 
1984.  With  the  planned  expansion  of 
the  Navy's  Pacific  fleet  and  the  inev- 
itable resurgence  of  commercial 
maritime  activity,  this  timely  invest- 
ment is  expected  to  pay  off  in 
significant  conversion/overhaul/ 
repair  business. 

The  new  Seattle  drydock  is  already 
off  to  a  good  start  with  a  70  per  cent 
utilization  rate  since  it  became  oper- 
ational in  Julv. 
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Fiscal  Year  Ended 

($  millions 
except  per  share) 

Sept.  26, 
1982* 

March  28, 
1982 

March  29, 
1981 

March  30, 
1980 

March  31, 
1979 

SALES 

$394.2 

$715.9 

$610.5 

$507.4 

$389.8 

NET  INCOME 

16.1 

31.7 

23.0 

19.4 

12.0 

NET  INCOME 
PER  SHARE 

3.25 

6.01 

4.49 

5.66 

3.93 

TOTAL  ASSETS 

356.5 

332.0 

288.3 

187.7 

152.4 

SHAREHOLDERS' 
EQUITY 

$128.7 

$117.0 

$  80.3 

$  58.8 

$  21.7 

•First  half  fiscal  year  1983 


Todd  Shipyards  Corporation 

One  State  Street  Piaza,  New  York,  N.Y.  10004 

NEW  YORK  LOS  ANGELES  SAN  FRANCISCO  SEATTLE 
NEW  ORLEANS  HOUSTON  GALVESTON 

DELIVERING  THE  SHIPS  THE  U.S.  NEEDS- 
WHEN  IT  NEEDS  THEM. 


Whafs  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


The  recovery  will 
leave  millions  of 
people  behind 


Politicians  promise  to 
"do  something," 
but  what? 


Demographics  will 
succeed  where 
politicians  fail 


THE  CURSE  OF  THE  EIGHTIES 

We  stick  by  our  prediction  that  the  economy  will  be  recovering  after 
the  start  of  the  new  year.  Unfortunately,  the  recovery  won't  do  much  to 
relieve  the  dismal  unemployment  figures.  Look  for  9.5%  unemploy- 
ment by  midyear  and  maybe  9%  by  year's  end.  That's  only  marginal 
improvement  over  the  current  10.4% .  So,  to  many  people,  it  won't  look 
like  a  recovery  at  all.  Although  the  economy  will  be  slowly  gathering 
steam  and  though  inflation  will  stay  down,  you  can  be  certain  that  the 
Democratic  opposition  will  make  political  capital  out  of  the  plight  of 
the  unemployed.  But  most  of  the  proposed  remedies  would  produce 
dangerous  side  effects.  Big  public-works  programs  would  only  widen  the 
already  staggering  budget  deficit  or  undo  the  effects  of  the  tax  cut.  A 
substantial  easing  of  monetary  policy  would  undo  all  the  progress  made 
against  inflation. 

What's  wrong  with  the  economy  that  it  can't  supply  enough  jobs  for 
able-bodied  people  willing  to  work?  As  Forbes  pointed  out  in  the  cover 
story  of  the  last  issue  ("The  molting  of  America"),  vast  structural 
changes  are  taking  place  in  the  American  economy  that  are  causing 
many  old  industries  to  shrink  permanently.  In  fact,  the  jobless  picture 
is  highly  uneven.  While  there  is  18%  unemployment  in  mining,  22% 
in  construction,  the  figure  for  services  is  just  7.4%.  To  put  things  into 
perspective,  services,  which  now  provides  two  out  of  every  three  jobs 
in  the  U.S.,  is  in  far  better  shape. 

The  economy  has  been  producing  millions  of  new  jobs  in  the 
service  industries,  but  hasn't  been  able  to  keep  up  with  the  great  influx 
of  new  entrants  into  the  labor  force.  Yet  another  cause  of  continuing 
joblessness  is  the  precarious  financial  condition  of  many  U.S.  corpora- 
tions, which  makes  them  reluctant  to  expand  production. 

So  brace  yourself.  Loud  voices  will  be  heard  for  government  spending 
on  "infrastructure"  investments.  Similar  to  old-fashioned  public- 
works  programs,  they  will  be  wasteful  and  unproductive,  but  will 
enable  politicians  to  say  they  are  doing  something  for  the  jobless. 
Despite  the  talk,  unemployment  will  be  the  curse  of  the  early  Eighties, 
as  inflation  was  the  curse  of  the  late  Seventies.  This  bodes  ill  for 
politicians  of  whatever  stripe.  Their  promises  to  do  better  than  the 
other  fellow  in  creating  jobs  will  haunt  them.  Losing  sight  of  the  fact 
that  centrally  planned  economies  will  be  in  even  worse  shape,  vocifer- 
ous elements  will  call  for  more  government  intervention. 

Longer-term  help  is  on  the  way.  Keep  this  in  mind:  The  economy 
has  been  stronger  than  it  sometimes  seems.  Even  now  the  number  of 
Americans  working  is  99  million.  But  with  some  industries  in  decline, 
the  number  of  job-seekers  has  grown  faster  than  job  openings.  That's 
what's  going  to  change.  In  the  1970s  there  were  2.3  million  new  job- 
seekers  annually.  By  1985  the  number  will  drop  to  700,000.  So  the 
economy  gradually  will  heal  itself.  Too  much  Washington-adminis- 
tered antibiotic  will  cause  symptoms  worse  than  the  ones  they  relieve. 
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The  Forbes  Index 


Forbes  Index 

12-month  close-up 

100 


125  

Current  129.0 
Previous  128.3 
Percent  change  +0.5 
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On  the  upswing.  The  Forbes  Index,  after  having  flattened 
out  during  the  previous  reporting  period,  is  once  again  on 
the  rise.  Good  news  comes  from  consumers,  who  finally 
appear  to  be  spending.  Net  credit  outstanding  increased  by 
a  substantial  $1.1  billion  in  September,  compared  with  a 
much  smaller  $66  million  gain  the  previous  month.  Retail 
store  sales,  up  5.8%,  also  provided  upward  pressure. 


Although  consumers  were  loosening  their  purse  strings, 
personal  income  remained  steady.  Similarly,  manufactur- 
ers' new  orders  held  their  own.  Inventories,  by  contrast, 
dipped  by  a  slight  0.4%.  However,  negative  revisions  in 
unemployment  claims  and  manufacturers'  new  orders  for 
the  previous  month  made  the  index  look  better  by  com- 
parison this  time  around. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U  S.  economic  activity 
composed  ot  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding 

To  measure  these  eight  elements,  Forbes  monitors  1 1 
series  ot  U.S.  government  data.  The  last  14  months'  data 
for  each  series  is  presented  at  right. 
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Manufacturers  new  orders  and  inventories 

(Sbillionsl  seasonally  |Dcpt  ot  Commerce) 
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New  housing  starts  (thousands) 
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Kenneth  A.  Roe.  Chairman  and  President  •  K.  Keith  Roe,  Executive  Vice  President 

"....Following  is  not  good  enough,  our  firm  must  lead." 


Ralph  C.  Roe  said  it  50  years  ago  when  he 
ounded  Burns  and  Roe.  Today  it  remains 
he  guiding  principle  which  is  embodied  in 
Dur  approach  to  engineering,  design  and 
:onstruction  of  all  Burns  and  Roe  projects, 
rom  the  smallest  technology  assessment 
itudy  to  the  large  multi-billion  dollar  pro- 
ects  such  as  the  Clinch  River  Breeder  Reac- 
or  Plant  project. 

Burns  and  Roe  has  been  in  the  forefront  of 
nnovative  design  and  construction  for  half  a 
:entury.  Our  worldwide  operations  have 
aken  us  to  projects  on  all  seven  continents. 
Dur  engineering,  construction  and  project 
management  assignments  are  diverse  in- 


cluding aerospace  facilities,  desalting  plants, 
industrial  and  process  facilities,  synfuels  fa- 
cilities, and  fossil  and  nuclear  power  stations. 

Using  the  latest  technological  advances, 
we  are  currently  designing  and  building  the 
most  efficient  conventional  generating  sta- 
tions possible.  With  our  current  work  in  such 
energy  technologies  as  breeder  reactors, 
fusion,  magnetohydrodynamics,  fluidized 
bed  combustion  of  coal,  ocean  thermal 
energy  conversion  and  synthetic  fuels.  Burns 
and  Roe  looks  to  being  a  leader  in  bringing 
these  advanced  technologies  to  the  conven- 
tional world. 


INNOVATION  AS  A  TRADITION  FOR  50  YEARS 


amm% 
*■■> 


Burns  and  Roe 

Achievements  in  Engineering  and  Construction  Since  1932 


Oradell.  IMJ;  Woodbury,  NY;  Jacksonville.  fL;  Washington,  DC;  Los  Angeles,  CA;  Richland,  WA;  Paramus,  N| 
Sydney,  Aust.;  Perth,  Aust.;  San  Juan,  P  R.;  Basel,  Switzerland;  Hong  Kong,  B.C.C. 


Our  new  information  processor  is  so  advanced,  everybody  can  use 


And  everybody  will.  For  not  only  is  it  a  fully  fea- 
tured word  processor.  It's  also  a  powerful  computer 
that  can  handle  a  balance  sheet,  an  engineering 
calculation,  or  an  investment  analysis  as  easily  and 
quickly  as  routine  correspondence  or  reports. 

Yet  with  all  this  capability,  it's  one  machine 
that's  simple  to  understand  and  easy  to  use, 
because  it's  designed  around  the  needs  of  people, 
not  other  machines. 

Engineers  call  this  "ergonomics."  Operating 
instructions  are  in  plain  English,  and  computer 


novices  are  helped  along  in  a  friendly  and  forgivin 
way.  The  physical  details  have  been  worked  out  to 
reduce  fatigue.  A  green  phosphor  screen  with 
extra-large  characters  reduces  eyestrain,  while  it 
swivels  and  tilts  to  reduce  neck  strain.  The 
keyboard  adjusts  to  the  forearm  and  wrist,  and 
individual  keys  are  sculpted  to  match  the  contours 
of  the  fingers. 

Of  course,  products  like  this  can  only  grow 
out  of  long  experience  in  both  data  and  word 
processing.  Our  Raytheon  Data  Systems  Compan) 


lifies  on  both  counts.  More  than  175,000 
theon  intelligent  computer  terminals  are  in 
,  making  us  the  nation's  largest  independent 
plier.  And  we  have  for  many  years  produced 
d  processors  that  are  used  today  in  virtually 
y  type  of  business,  speeding  paperwork  and 
tening  the  clerical  load. 
It  all  adds  up  to  a  solid  position  for  Raytheon 
le  fast-emerging  market  for  integrated  office 
ems,  a  market  that  is  expected  to  exceed 
billion  within  five  years. 


Raytheon ...  a  $5.6  billion  company  in  elec- 
tronics, aviation,  appliances,  energy,  construction, 
and  publishing.  For  our  latest  financial  reports, 
please  write  Raytheon  Company,  Public  Relations, 
141  Spring  Street,  Lexington,  MA  02173. 
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FILL-UPS. 
LONGER  BETWEEN  CARS. 


AVolvo  Diesel  can  travel 
over  590  miles  on  one  tank  of 
fuel?  That's  great  mileage,  but 
certainly  not  unusual  for  a  die- 
sel.  All  diesels  are  known  for 
going  long  distances  between 
fill-ups. 

What's  remarkable  about 
the  Volvo  Diesel  is  that  you 
can  travel  longer,  longer. 


Because  Volvos  are  known  designed  drivers  seat  that 

for  lasting  a  long  time.  relieves  pressure  on  spinal 

Which  is  very  convenient.  discs  and  helps  reduce 
Since  once  you  get  used  to  driving  fatigue, 
the  comfort  of  a  Volvo,  you  So  if  you're  in  the  market  for 
won't  want  to  stop  driving  it.  a  diesel  automobile,  don't  set- 
On  the  GL  for  instance,  stan-  tie  for  one  that  measures  driv- 
dard  equipment  includes  air  ing  range  in  miles  alone.  Get  a 
conditioning,  a  sunroof  Volvo.  And  measure  your  driv- 
and  even  an  orthopedically.  ing  range  in  years. 

THE  VOLVO  DIESEL 

5A  90  EST    *  Based  on  EPA  highway  estimate  for  a  15.H  gallon  fuel  tank.  The  Volvo  4-do<*r  Diesel  sedan  ami  wagon  with  manual 
>T,  JO  HWY.    transmission  and  overdrive.  Use  these  numbers  for  comparison.  Actual  mp%  may  differ  depending  on  speed,  trip 
length  and  weather.  Actual  highway  mpg  will  probably  be  lower  than  EPA  highway  estimate.  0  19X2  VkAva  oj  America  Corporation. 


M  ]    ■■■iMr^M 

Forbes 


One  bright  spot  amid  all  the  economic  bad 
news  is  that  Americans  are  saving  more. 

Swapping 
rock  concerts 
for  rocking  chairs 


By  Thomas  0  Donnell 

AMERICANS  TRADITIONALLY  Save 
about  6%  of  their  aftertax  in- 
k  come.  But  this  year  the  U.S. 
personal  savings  rate  has  jumped  to  an 
estimated  8%.  That's  obviously  good 
news  for  the  long-term  health  of  the 
financial  markets.  After  all,  each  per- 
centage point  jump  puts  something 
like  $20  billion  into  the  savings  pool. 

The  published  figures  are  even  un- 
derstating the  improvement:  "This 
year's  increase  has  really  been  spec- 
tacular," says  economist  Elisabeth 
Allison  of  Data  Resources.  "The  real 
savings  rate  is  probably  nearer  12%." 

No  one  can  be  sure.  The  Commerce 
Department's  Bureau  of  Economic 
Analysis  figures  the  savings  rate  this 
way:  It  subtracts  what  consumers 
spend  from  what  they  earn.  The  dif- 
ference is  the  amount  saved.  "[Such] 
indirect  analyses  are  rarely  reliable," 
points  out  Prudential-Bache  econo- 
mist Edward  Yardeni. 

More  important,  unreported  in- 
come is  not  added  in.  That  income 
almost  certainly  surpasses  $300  bil- 
lion every  year,  or  about  12%  of  the 
$2.6  trillion  Americans  officially  earn 
each  year.  To  account  for  the  "under- 
ground economy,"  the  bureau  has  fre- 
quently revised  the  official  savings 
rate  upward. 

Even  so,  the  official  8%  rate  may  be 
too  low  by  3%  or  4%.  "If  the  official 
savings  rate  hits  12%  by  1990,  the 


actual  rate  would  top  15%  or  more," 
predicts  Allison  of  DRI.  That  would 
just  about  match  the  14.5%  rate  post- 
ed by  West  Germany  and  be  almost  as 
good  as  the  Japanese  rate,  at  18%  one 
of  the  highest  in  the  world. 

What's  going  on  here?  It's  mainly 
the  graying  of  America.  The  members 
of  the  postwar  baby-boom  generation, 
age  28  to  37,  some  38  million  strong, 
are  approaching  middle  age.  Suddenly 
they  are  worried  about  college  educa- 
tions for  their  kids  and  retirement  for 
themselves.  "They've  already  gotten 
their  houses,  cars,  their  stereos  and 


hot  tubs,"  says  Yardeni. 

An  aging  population  is  not  the 
whole  story,  however.  Savers  are  very 
rational  creatures.  When  the  aftertax 
rate  of  return  was  negative  in  the  late 
1970s,  saving  made  little  sense  and 
the  rate  dipped  down  to  as  low  as 
4.9%.  In  that  world-turned-upside- 
down,  spenders  built  their  nest  eggs 
by  buying  tangible  assets  while  savers 
lost  money. 

Plug  this  into  your  calculator:  With 
10%  inflation,  a  saver  in  the  50% 
bracket  would  need  an  interest  rate  of 
20%  to  earn  5%  aftertax.  But  declin- 
ing inflation  and  lower  marginal  tax 
rates  have  helped  restore  the  balance 
back  to  the  rationality  of  saving  and 
away  from  the  rationale  of  spending. 
Money  market  funds,  for  example, 
still  pay  nearly  9% — high  by  most 
past  standards.  That's  why  they  have 
$241  billion  in  assets,  with  more 
money  pouring  in  each  week. 

When  the  recovery  does  get  off  the 
ground,  the  savings  rate  will,  of 
course,  fall.  "You  can't  have  it  both 
ways,"  shrugs  Yardeni.  "If  you  spend 
more,  you  save  less."  But  corporate 
savings — retained  earnings — may 
pick  up  the  slack.  Business  is  already 
a  big  saver,  even  in  these  tough  times 
putting  nearly  half  of  every  dollar  into 
retained  earnings.  And  changes  in  the 
tax  law,  specifically  the  10-5-3  system 
of  accelerated  depreciation,  should 


Thrift  plans 


Americans  are  saving  their  money  these  days  at  a  rate  not  seen  in 
several  years.  With  the  postwar  baby  crop  hitting  middle  age,  the 
improvement  in  the  savings  rate  promises  to  last. 


Savings  as  a  percentage  of  disposable  income 
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help  to  boost  that  level. 

The  bad  news  is  that  at  the  mo- 
ment, U.S.  consumers  are  saving  as 
much  from  fear  as  from  forward  plan- 
ning. The  big  worry  is  unemploy- 
ment. When  the  guy  down  the  street 
loses  his  job,  the  statistics  suddenly 
come  to  life  and  you  realize  it  can 
happen  to  you.  So  you  start  to  save. 
According  to  the  Conference  Board, 
more  than  20%  of  all  wage  earners 
were  out  of  work — for  an  average  of 
four  months — sometime  during  the 


past  year.  That's  the  major  reason  the 
board's  consumer  confidence  index 
fell  to  49.2  in  October,  down  from 
54.4  in  September  and  67.4  in  October 
1981.  (The  index  averaged  100  over 
the  base  years  1969  and  1970.) 

All  in  all,  then,  the  current  high 
rate  of  savings  may  be  unsustainable, 
even  undesirable.  But  there  is  evi- 
dence that  it  won't  drop  all  the  way 
down  again  when  the  economy  picks 
up.  That  was  indicated  when  many  of 
the  tax-free  All  Savers  certificates  ran 


out  in  October.  What  happened  to  the 
nearly  $40  billion?  The  bulk  of  it  was 
not  spent,  but  simply  rolled  over  into 
other  savings  vehicles,  including 
stocks  and  bonds. 

This  year's  high  savings  rate  has 
been  a  big,  but  little-noticed,  victory 
for  the  Administration.  Remember, 
just  a  year  ago  the  goal  was  to  get  the 
rate  up  to  7%.  That  rate  was  sur- 
passed in  late  summer.  If  you  look  at 
the  economy  whole,  you  find  that  not 
all  the  news  is  bad.  ■ 


Why  the  wallflower,  the  First  Women  s 
Bank,  has  not  one,  but  two  suitors. 


Any  port 
in  a  storm 


By  Janet  Bamford 

New  York's  First  Women's 
Bank  has  hardly  been  a 
runaway  success.  Founded  in 
1975,  it  only  narrowly  escaped  going 
under  a  few  years  ago,  and  the  first 
nine  months'  profits  were  a  paper- 
thin  $130,000,  off  53%  from  the  same 
period  last  year.  So  it's  something  of  a 
surprise  to  find  not  one,  but  two  suit- 
ors trying  to  buy  control. 

Even  more  surprising  is  the  fact 
that  whoever  gains  control  of  First 
Women's  will  be  getting  the  bank  in 
even  worse  shape  than  it  is  today. 
That's  because  the  First  Women's 
Bank  is  classified  as  a  "minority 
bank"  under  1971  and  1979  executive 
orders.  To  qualify,  a  bank  must  meet 
certain  conditions:  Over  50%  of  the 
stock  must  be  owned  by  women,  over 
half  the  directors  must  be  women  and 
a  "significant  percentage"  of  senior 
management  positions  must  be  held 
by  women. 

Because  of  this  minority  status, 
the  bank  gets  special  consideration 
for  federal  agency  deposits,  which  it 
otherwise  wouldn't  have  first  crack 
at.  This  meant  big  money  for  First 
Women's  in  previous  years.  Last 
year  some  40%  of  the  bank's  $2.8 


million  interest  income  came  from 
investing  or  lending  out  such  gov- 
ernment deposits. 

Now  look  at  the  suitors.  One  of 
them  is  Ralph  Vallone,  a  lawyer 
based  in  Puerto  Rico  who  now  has 
9.5%  of  the  bank's  stock  and  wants 
to  increase  his  holdings  to  35%.  The 
other  is  a  subsidiary  of  a  Brazilian 
banking  company,  Brasilinvest  Over- 
seas Bank  Ltd.,  which  has  tendered 
for  at  least  51%  of  the  shares.  If  either 
tender  was  successful,  the  bank 
would  in  all  likelihood  no  longer  be 


Deposit  slip  from  First  Women  's  Bank 
No  deposits,  no  return. 


50%  owned  by  women,  and  so  would 
lose  its  special  status. 

That  could  be  quite  a  problem.  Ac- 
cording to  the  prospectus,  the  loss  of 
that  status  "could  have  a  materially 
adverse  effect  on  the  bank's  financial 
position." 

Still,  the  bank  directors  have  rec- 
ommended that  the  shareholders  ac- 
cept Brasilinvest's  offer  of  $15  a  share 
on  a  book  value  of  $6  a  share  (before 
the  tenders,  the  stock  was  selling  as 
low  as  $4  a  share).  After  all,  that's  not 
only  a  good  offer;  Brasilinvest  has 
said  it  has  no  intention  of  dismissing 
any  of  the  bank's  directors  for  at  least 
two  years. 

Why  would  Brasilinvest  want  to 
pay  a  high  premium  for  a  marginal 
bank  that's  going  to  suffer  badly  as  a 
direct  result  of  the  takeover?  That's 
easy.  "The  key  is  to  get  a  foothold  in 
New  York,"  says  Fred  Puorro,  a  bank- 
ing analyst  with  Keefe,  Bruyette  &. 
Woods.  "Maybe  this  is  the  only  way 
to  establish  a  major  U.S.  chartered 
bank.  What  are  you  going  to  do,  buy 
Irving  Trust?"  The  U.S.  is  the  best 
place  in  the  world  to  have  a  bank  and 
the  best  place  for  South  Americans 
anxious  to  get  their  money  into  a  safe, 
dollar-denominated  haven.  The  $5.6 
million  that  it  could  cost  Brasilinvest 
to  buy  First  Women's  is  a  cheap  ad- 
mission price.  ■ 
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Think  REITs  are  dead?  What  about  one  with 
developed,  cash-producing  properties  run 
by  some  of  the  smartest  money  in  Texas? 


The  Bass  brothers 
cut  in  the  public 


By  Richard  Greene 

W'hen  hotel  chains  go  public, 
the  founders  generally  hang 
on  to  the  real  estate  and  sell 
off  the  operating  company.  But  now 
Americana  Hotels,  controlled  by  the 
billionaire  Bass  brothers  of  Texas,  has 
done  the  reverse.  In  a  complex  deal 
structured  as  a  real  estate  investment 
trust  called  Americana  Hotels  &  Re- 
alty Corp.,  the  Bass  brothers  have  just 
offered  the  public  rights  to  a  50%  in- 
terest in  13  of  Americana  Hotel's  37 
properties  in  places  like  Palm  Springs, 
Calif.,  Toledo,  Ohio,  and  Lake  Buena 
Vista,  Fla.  The  new  Americana  com- 
pany will  get  a  return  of  about  12.5% 
on  these  investments,  most  of  which 
should  pass  on  to  investors.  The  re- 
mainder of  the  $113  million  raised  in 
the  stock  offering,  $35  million,  will  be 
invested  in  short-term  instruments  as 
a  bankroll  for  future  deals. 

After  the  debacle  of  the  mid-Seven- 
ties, it's  surprising  that  a  REIT  could 
bring  in  over  $100  million  in  a  new 
stock  offering.  But  this  is  a  REIT  with 
a  difference.  The  troubled  REITs  of 
the  mid-1970s  fell  apart,  of  course, 
because  they  couldn't  get  anyone  to 
buy  or  develop  their  properties.  In  this 
case,  the  properties  are  already  devel- 
oped, and  most  are  throwing  off  cash. 

But  isn't  there  a  conflict  of  interest? 
Americana  Hotels,  the  private  com- 
pany, has  two  insiders  on  the  board  of 
the  new  public  company.  Might  not 
the  private  firm  be  tempted  to  milk 
the  public  one? 

Harold  Milner,  chief  executive  of 
both  companies,  is  quick  to  respond 
that  all  sorts  of  precautions  have  been 
taken  to  avoid  even  a  hint  of  that: 
Although  the  private  company  will  be 
getting  management  fees  equal  to  3% 


of  the  hotels'  gross  revenues,  for  ex- 
ample, if  the  new  company  doesn't 
have  a  cash  return  from  the  invest- 
ments in  the  13  hotels  of  14.9%  in 
1983,  climbing  to  21.5%  in  1989,  that 
fee  will  be  waived.  What's  more,  the 
private  Americana  has  pledged  at 
least  $3  million  to  ensure  that  the 
public  company  will  get  a  gross  return 
on  investment  of  12.5%.  If  it  doesn't, 
the  $3  million  will  be  used  to  make 
up  the  deficit. 

Actually,  the  fact  that  the  private 
and  public  companies  are  partners  in 
these  properties  is  probably  the  best 


By  Michael  Cieply 

WAR-WRACKED  LEBANON'S  best 
hope  may  lie  not  in  a  few 
jeeploads  of  U.S.  Marines,  but 
in  a  vault  in  West  Beirut,  where  Leb- 
anon's central  bank — shell-pocked  but 
sound — holds  some  $5  billion  in  gold 


guarantee  that  the  new  company  will 
not  be  abused.  "We're  really  locked 
into  a  partnership,"  says  Milner. 
"That's  the  strength  of  it.  If  the  pri- 
vate side  makes  money,  then  the  pub- 
lic side  makes  money.  And  vice 
versa." 

Since  the  private  side  is  controlled 
by  the  legendary  Bass  brothers,  an  in- 
vestor in  the  public  Americana  is 
banking  on  their  ability  to  make  mon- 
ey. Although  none  of  the  Basses  is 
part  of  the  management  of  the  new 
company,  there's  another  firm, 
Americana  Realty  Advisors,  Inc.,  that 
will  be  "an  investment  adviser  and 
administrator  of  the  affairs  of  the 
company,"  according  to  the  prospec- 
tus. Here,  the  first  name  on  the  list  is 
Sid  R.  Bass,  the  40-year-old  president 
of  Bass  Brothers  Enterprises  of  Ft. 
Worth.  That  could  make  a  big  differ- 
ence in  future  deals. 

One  question  remains:  Why  should 
Americana  Hotels  and  the  Bass  broth- 
ers go  public  instead  of  just  going  to 
the  banks  or  insurance  companies  if 
the  hotels  needed  a  little  cash? 

Answer:  because  it  was  cheaper 
than  simply  going  to  lenders  unless 
you  gave  them  equity.  And  why  offer 
them  equity  instead  of  the  public 
when,  with  a  New  York  Stock  Ex- 
change listing,  you  would  have  a  con- 
tinuing access  to  capital?  Says  Milner, 
"I  think  that  down  the  road  if  there's  a 
period  of  high  interest  rates,  we  have  a 
market  that  we  can  tap  for  cash."  ■ 


and  foreign  currency  reserves. 

Sound  like  a  lot?  It  is.  Despite  seven 
years  of  violence  and  bloody  civil  war, 
Lebanon — population  3  million,  gross 
domestic  product  about  $4  billion — 
holds  one  of  the  world's  strongest  re- 
serve positions.  The  Lebanese  pound  is 
backed  about  80%  in  gold.  Foreign  debt 


Lebanon  faces  an  awesome  rebuilding  job. 
But  thanks  to  its  bankers  coolness  under 
fire,  it  has  the  means  to  begin. 

Something  under 
the  mattress 
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is  negligible  at  $320  million.  The  bal- 
ance of  payments  has  been  consistent- 
ly positive,  as  commercial  bank  depos- 
its have  risen  to  more  than  $10  billion 
this  year. 

The  paradox  is  obvious.  Even  before 
the  Israeli  invasion,  Palestinian  occu- 
pation and  sectarian  strife  had  de- 
stroyed Beirut's  once-proud  down- 
town. Tourism  died  with  the  bombings 
of  1975,  while  much  of  the  industrial 
base  is  a  smoking  ruin. 

So  why  is  tiny  Lebanon  awash  in 
cash?  Largely  because,  in  the  words  of 
an  International  Monetary  Fund  offi- 
cial, the  Lebanese  "have  behaved  like 
French  peasants.  They've  always  kept 
something  under  the  mattress."  Con- 
sider the  record: 

•  When  times  were  flush  before  the 
civil  war,  a  string  of  central  bank  gover- 
nors, predominantly  Maronite  Chris- 
tians, accumulated  more  than  9  mil- 
lion troy  ounces  of  gold.  According  to 
the  IMF,  that  "nonearning  asset" 
makes  Amin  Gemayel's  government  a 
gilt-edged  credit  risk. 

•  The  Lebanese  currency  has  gener- 
ally floated  free.  Nonintervention  pre- 
served the  bank's  reserves.  As  the 
pound  tumbled  against  the  U.S.  dol- 
lar— from  £2.33  per  dollar  in  1974,  to  as 
low  as  £5.2  this  July — it  remained  an 
accurate,  if  brutal,  gauge  of  economic 
health. 

•  As  many  as  900,000  Lebanese  emi- 
grants, many  of  them  well-trained 
technicians  working  in  the  Gulf  States, 
remit  between  $  1  billion  and  $2  billion 
a  year  to  accounts  in  Beirut's  still- 
thriving  commercial  banks. 

Laissez-faire  policies  kept  the  banks 
alive.  Capital  transfers  are  almost 
wholly  unfettered,  and  strict  secrecy 
reigns — with  at  least  one  perversely 
positive  effect.  Foreign  subsidies  for 
the  Palestine  Liberation  Organization 
and  other  armed  militias,  channeled 
through  Lebanese  banks,  bolstered  de- 
posits while  the  economy  waned. 

So  while  the  world's  debtor  na- 
tions gasp  for  funds,  Lebanon  is  sur- 
prisingly liquid.  Good  thing.  The 
cost  of  rebuilding  Beirut  is  conserva- 
tively estimated  at  $10  billion.  U.S. 
State  Department  figures  put  total 
Western  aid  at  approximately  $1  bil- 
lion, and  that  much  only  if  a  reluc- 
tant World  Bank  grants  a  Lebanese 
request  for  $500  million  in  develop- 
ment loans.  Nor  does  help  seem 
likely  from  Arab  nations,  which  re- 
main wary  of  continued  Israeli  in- 
terference and  what  they  believe  to 
be  Christian  domination  of  Leb- 
anon's Muslim  majority. 

Self-reliance  is  the  key  to  national 
survival.  But  it  remains  for  Gemayel's 
government  to  make  Beirut's  bankers 


confident  of  that  survival.  It  must 
first  negotiate  an  Israeli  withdrawal. 
Then  it  must  recapture  its  revenue 
base — 40%  of  which  has  fallen  to  the 
Phalange  and  other  armed  groups, 
which  collect  illegal  customs  at  the 
country's  busy  ports.  The  gold. under 


By  Laura  Rohmann 

RESEARCH  AND  DEVELOPMENT 
partnerships  have  been  com- 
mon for  the  last  several  years 
because  they  offer  the  twin  advantages 
of  a  tax  shelter  and  off-balance-sheet 
financing.  So  much  so  that 
there  has  been  a  great  bottle- 
neck of  them  awaiting  a 
recent  FASB  ruling.  Unfortu- 
nately there  are  real  risks  for 
both  companies  and  inves- 
tors in  such  deals.  Though 
the  investment  houses  push- 
ing them  might  like  to  forget 
it  now,  the  first  major  R&D 
deal  was  done  in  1978  to  fi- 
nance the  DeLorean. 

Here's  how  they  work:  The  limited 
partners  in  the  tax  shelters  put  up 
money  to  pay  for  a  company's  re- 
search on  a  specific  project.  In  ex- 
change they  get  a  royalty  stake.  Inves- 
tors get  a  tax  deduction  of  up  to  99% 
of  the  R&D  expense  and  a  shot  at  a 
payback  of  maybe  ten  times  the  in- 
vestment if  the  project  succeeds. 

Most  of  the  participants  are  small 
or  startup  companies,  but  firms  such 
as  Storage  Technology,  Genentech 
and  Control  Data  have  also  joined  in 
with  contracts  for  as  much  as  $55 
million.  Oppenheimer's  Michael 
Hayes  estimates  some  $600  million  of 
R&D  venture  capital  was  raised  by 
investment  houses  last  year  alone. 

But  the  SEC  has  questioned  the  ac- 
counting, so  cautious  firms  have  held 


the  mattress  will  help  there,  by  allow- 
ing the  government  to  arm  itself. 

Meanwhile,  the  worst  may  have 
passed.  Beirut  is  awakening.  There  are 
reports  that  those  negative  indicators 
of  civilization — parking  tickets — are 
being  handed  out  again.  ■ 


back.  The  premise  of  the  R&D  ac- 
counting rules,  according  to  an  FASB 
ruling  issued  in  late  October,  is  that  if 
the  project  fails  to  produce  useful  tech- 
nology, it's  the  investors  who  lose.  But 
if  a  company  must  pay  back  its  inves- 
tors regardless  of  the  outcome,  then 
the  company  really  holds  all 
the  risk.  In  that  case,  the  com- 
pany is  simply  borrowing 
money,  and  the  books  should 
reflect  that.  But  if  the  SEC 
thinks  that,  in  spite  of  the 
way  the  contract  is  phrased, 
the  investors  may  not  really 
be  at  risk,  there  will  be  an 
investigation  and  a  possible 
loss  of  off-balance-sheet  fi- 
nancing benefits. 
Actually,  these  deals  may  not  be 
the  safest  of  investments.  Chances  of 
success  range  from  1  in  5  to  1  in  20, 
and  most  investment  bankers  agree 
that  the  projects  aren't  worth  the  risk 
unless  the  investor  can  see  a  payback 
of  five  to  six  times  his  investment. 
Smith  Barney  investment  banker  Wil- 
liam Folberth  III,  says:  "You  want  to 
have  somebody  who  has  a  public  im- 
age and  a  deep  pocket,  a  company  that 
can't  afford  to  have  a  dead  whale  on 
the  beach." 

Take  DeLorean.  In  spite  of  his 
recent  problems,  this  deal  was  consid- 
ered a  fair  one  by  investment  bankers. 
But  the  risks  were  high,  and  he  did  not 
have  the  wherewithal  to  continue. 
Hayes,  who  helped  market  the  deal, 
says,  "We  all  took  a  bet.  We  lost."  ■ 


Wall  Street  is  calling  R&D  partnerships  the 
hottest  tax  shelter  for  1983.  But  the  game 
isnt played  without  risk. 

"Dead  whale 
on  the  beach" 
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The  Synfuels  Corp.  got  off  to  a  slow  start, 
for  which  we  should  be  grateful.  Wise  poli- 
cy will  remain:  Make  haste  slowly. 

What  to  expect 
from  synfuels 


By  Jerry  Flint 

A serious  synthetic  fuels  indus- 
try tried  to  get  born  in  the  U.S. 
\  when  gasoline  seemed  scarce 
and  seers  were  envisioning  crude  oil 
prices  rising  to  $50,  even  $100,  a  bar- 
rel. Jimmy  Carter's  Congress  passed  a 
bill  that  allowed  for  $88  billion  in 
spending.  The  goal:  500,000  barrels 
per  day  of  crude  oil  equivalent  in 
1987,  2  million  barrels  a  day  by  1992. 
The  U.S.  Synthetic  Fuels  Corp.  was 
set  up  to  pass  out  the  first  $15  billion 
in  price  or  loan  guarantees  to  compa- 
nies producing  synthetic  fuels. 

Today,  two  years  later,  the  corpora- 
tion has  yet  to  approve  money  for  a 
single  project,  but  there  is  good  reason 


to  consider  its  slow  start  a  blessing  in 
disguise.  True,  companies  such  as 
Exxon  and  Standard  Oil  of  Ohio  have 
pulled  out  of  projects.  Getting 
500,000  barrels  a  day  by  1987,  let 
alone  2  million  by  1992,  is  considered 
a  fantasy.  But  had  the  Synfuels  Corp. 
been  quicker  to  fund  giant  projects, 
we  might  today  face  in  oil  what  hasty 
action  has  brought  us  in  natural  gas — 
with  low-cost  wells  being  shut  in  so 
that  high-priced  gas  under  "take-or- 
pay"  contracts  may  be  sold  to  the 
public  (Forbes,  Nov.  22).  Imagine  the 
uproar  if  gasoline  prices  were  up  5  to 
10  cents  a  gallon,  say,  because  the 
government  paid  synfuel  producers  $7 
billion  a  year  in  subsidies. 

Short-term  blessings  aside,  develop- 


ing synthetic  fuel  technology  and  pro- 
duction still  makes  sense  in  the  long 
run,  and  so  the  Synfuels  Corp.  is  still 
in  business.  It  plans  to  recommend 
government  aid— price  or  loan  guar- 
antees— by  the  end  of  the  year  for  two 
or  three  of  the  synthetic  fuel  projects 
that  have  been  in  the  proposal  stage 
for  as  long  as  a  year  and  a  half.  Here's 
the  outlook. 

Of  63  project  proposals  gathered  in 
the  Synfuels  Corp.'s  first  solicitation, 
only  two  survive  at  last  count — an 
Ashland/Bechtel  coal  liquefaction 
proposal  for  Breckinridge  County,  Ky. 
and  a  Gillette,  Wyo.  coal  liquefaction 
plant  that  just  lost  a  major  sponsor, 
Ohio  Standard.  Of  the  35  proposals  in 
a  second  solicitation,  earlier  this  year, 
11  remain.  These  range  from  a  coal- 
to-gas  project  in  California  including 
such  partners  as  Southern  California 
Edison,  Texaco  and  Bechtel,  and  al- 
ready under  construction,  to  a  tar 
sands  project  for  Carbon  County, 
Utah,  sponsored  by  Standard  Oil  of 
California  and  GNC  Energy  Corp. 

Synfuels  Corp.  President  Victor 
Schroeder  has  said  that  he  expects 
government  aid,  price  or  loan  guaran- 
tees may  be  recommended  for  a  cou- 
ple of  these  projects  by  the  end  of  this 
year.  There  are  also  signs  that  the 
corporation  may  be  shaping  a  com- 
pletely new  approach.  Once  keen  on 
the  idea  of  full-scale  50,000-barrel-a- 
day-type  projects,  it  now  may  be 
showing  more  interest  in  smaller 
demonstration-type  projects,  10,000 
barrels  a  day  or  so,  to  learn  more 


Candidates  for  price  and  loan  guarantees 


These  13  projects  survive  from  98  proposals  to  the  Synfuels  Corp.,  and  a 
few  may  actually  receive  subsidy  pledges. 


Project  name 

Sponsor(s) 

Location 

Type  of 
project 

Production 

Type  of 

assistance 

requested 

Breckinridge 

Ashland  Synthetic  Fuels  Inc 
Bechtel  Petroleum  Inc 

Breckinridge  County,  Ky 

coal  lique- 
faction 
(direct) 

25,000  BPD 
of  oil  equiva- 
lent products 

loan 

guarantee 

Hampshire 
Energy* 

Kaneb  Service  Inc 
Koppers  Co  Inc 

Metropolitan  Life  Insurance  Co 
Northwestern  Mutual  Life  Insurance  Co 

Gillette,  Wyo 

coal  lique- 
faction 
(indirect) 

21,000  BPD 
of  gasoline 

loan  and  price 
guarantees 

Coolwater 

Southern  Calif  Edison  Co 
Texaco  Inc 

Electric  Power  Research  Institute  Inc 
Bechtel  Power  Corp 
General  Electric  Co 
Empire  State  Electric  Energy 

Research  Co 
JCWP  (a  Japanese  consortium) 

Daggett,  Calif 

coal 

gasification 

106  Mw  of 
power 

(4,300  BOED) 

price 
guarantee 

First 
Colony 

Peat  Methanol  Associates 

(a  partnership  of  Energy  Transition  Corp, 

Koppers  Co  Inc,  J.B.  Sunderland 

and  Transco  Cos) 

Creswell,  NC 

peat-to- 
methanol 

4,600  BPD 
of  methanol 
(2,150  BOED) 

loan  and  price 
guarantees 

'Standard  Oil  Co  (Ohio)  withdrew  from  this  project  in  October. 
BPD:  barrels  per  day.    BOED:  barrels  of  oil  equivalent  daily. 

Source  U.S.  Synthetic  Fuels  Corp 
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about  the  technology  in  the  various 
coal-to-oil  and  shale-to-oil  processes. 

It's  far  from  certain,  however,  that 
Congress  will  leave  alone  the  Syn- 
fuels Corp.  with  its  $15  billion  un- 
spent allocation.  There  remain  critics 
who  want  the  Synfuels  Corp.  closed 
down.  Some  critics  on  the  left  would 
like  to  see  part  of  that  S15  billion 
going  for  worthier  causes  like  paying 
the  heating  bills  of  the  poor.  Some  on 
the  right  figure  the  job  is  best  done 
without  federal  money. 

Michael  Koleda,  president  of  the 
National  Council  on  Synthetic  Fuels 
Production,  a  trade  organization,  fig- 
ures the  program  was  bound  to  run 
into  trouble — politics  aside— because 
of  falling  fuel  prices  and  climbing  in- 
terest rates,  which  frightened  off  pri- 
vate investors.  But  Koleda  also  thinks 
Synfuels  Corp.  ought  to  be  ashamed  of 


itself  for  moving  so  slowly  He  specu- 
lates that  Schroeder  and  Chairman 
Edward  Noble,  both  of  whom  came  to 
government  from  the  private  sector, 
had  a  "philosophical  problem"  with 
the  federal  subsidies  to  private  busi- 
ness. Noble  and  Schroeder,  in  any 
case,  now  seem  eager  to  get  some  pro- 
jects started.  And,  in  the  meantime,  a 
few  synfuel  projects  that  predate  the 
corporation  go  forward.  Union  Oil, 
which  had  cut  an  oil  shale  deal  with 
the  Department  of  Energy,  is  still 
building  its  plant  in  Garfield  County, 
Colo,  to  produce  10,000  barrels  a  day 
by  1983  and  50,000  a  day  by  1987. 
Union  has  a  guaranteed  "floor"  of 
$42.50  a  barrel,  which  can  cost  tax- 
payers up  to  $400  million.  American 
Natural  Resources  and  a  flock  of  pipe- 
line companies  are  building  a  $2.1 
billion  lignite-to-gas  plant  near  Beu- 


lah,  N.Dak.  producing  the  gas  equiv- 
alent of  22,000  barrels  a  day.  If  the 
plant,  backed  by  Department  of  Ener- 
gy loan  guarantees,  were  going  today, 
the  gas  would  be  priced  at  $6.50  per 
thousand  cubic  feet,  much  higher 
than  the  $2  to  $3  price  that  is  com- 
mon but  well  under  the  $8  to  $10 
being  charged  for  deep-well  gas  in  the 
notorious  take-or-pay  contracts. 

The  slow  pace  of  the  corporation 
has  kept  it  from  encouraging  more  of 
such  deals.  It  has  also  kept  Synfuels 
Corp.  from  turning  into  the  tradition- 
al Washington  pork  barrel.  Says  Vice 
President  William  Rhatican,  "This 
isn't  a  trough  that  you  can  put  your 
bucket  in  and  take  somebody  else's 
water." 

True  enough,  but  a  little  irrigation 
is  needed.  The  glut  won't  last  for- 
ever— and  some  risk  is  worthwhile.  ■ 


Candidates  for  price  and  loan  guarantees 

Type  of 

Type  of 

assistance 

Project  name 

Sponsors) 

Location 

project 

Production 

requested 

New  England 

EG&.G  Inc 

Fall  River,  Mass 

coal 

16,000  BOED 

loan  and  pnee 

Energy  Park 

Brooklyn  Union  Gas 

gasification 

electric  power, 

guarantees 

Eastern  Gas  &  Fuel  Associates 

and  methanol 

or  synthetic 

natural  gas 

North 

North  Alabama  Coal  Gasification 

Murphy  Hill,  Ala 

coal 

25,000  BPD 

loan  and  price 

Alabama 

Consortium  (including  Kidder  Pea- 

liquefaction 

of  methanol 

guarantees 

body,  Santa  Fe  International,  Air 

(12,000  BOED! 

Products  &  Chemical  Co,  Raymond 

International,  Houston  Natural  Gas 

and  The  Peabody  Coal  Co) 

Paraho-Ute 

Paraho  Development  Corp 

Uintah  County,  Utah 

oil  shale 

39,500  BPD 

Loan  guarantee 

of  hydro- 

with  possible 

treated 

future  pnee 

shale  oil 

guarantee 

Calsyn 

Tenneco  Inc 

West  Pittsburg,  Calif 

heavy  oil 

1,470  BPD 

loan 

Alberta  Oil  Sands  Technology 

conversion 

of  fuel  oil 

guarantee 

&  Research  Authority 

equivalent 

Canterra  Energy  Ltd 

fuel  gas,  2,280 

Dynalectron  Corp 

BPD  of  naphtha, 

2,445  BPD  of 

distillate  fuel  01 

|6,035  BOED) 

Enpex 

ENPEX  Tar  Production  Unit  |a 

Maverick  and  Zavala 

tar  sands 

10,000  BPD 

pnee 

Svntaro 

limited  partnership  of  ENPEX  Corp, 

counties,  Tex 

of  tar 

guarantee 

general  partner  and  operator!  and 

the  following  leaseholders  who  are 

limited  partners:  Conoco,  Getty  Oil  Co, 

Texas  Tar  Sands  Ltd, 

Chaparrosa  Oil  and  Pickens  Energy 

Hop  Kern 
River 

HOP  Kern  River  Associates, 
a  partnership  of  Cornell  Heavy  Oil 
Process  Co,  Placid  Oil,  SEDCO, 
Holly  Corp,  Encore  Petroleum,  Lyco, 
L  idd  Petroleum  and  Robert  Glaze 

Kem  County,  Calif 

tar  sands 

6,500  BPD 

loan  and  price 
guarantees 

Kensyntar 

Pittston  Petroleum 
Ward  Douglas 
KSA  Resources 

Edmonson  County,  Ky 

tar  sands 

10,000  BPD 
of  oil 

loan  and  price 
guarantees 

Santa  Rosa 

Solv-Ex  Corp 

Santa  Rosa,  NM 

tar  sands 

4,000  BPD 
of  oil 

pnee 

guarantee 

Sunnvside 

GNC  Energy  Corp 
Standard  Oil  of  Calif 

Carbon  County,  Utah 

tar  sands 

34,675  BPD 
of  syncnide 

pnee 
guarantee 

"Standard  Oil  Co.  (Ohio)  withdrew  from  this  project  in  October. 
BPD:  barrels  per  day.    BOEi »  barrels  of  oil  equivalent  daily. 

Source:  US  Synthetic  Fuels  Corp 
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WORD  TO  THE  WEALTHY 

AV1NG  ONE'S  CAKE  AND  EATING  IT  TOO  IS  LARGELY  A  M  ATTER 

F  PROPERLY  MANAGING  THE  ENTREPRENEUR'S  COMPLETE  CYCLE 

:  WEALTH.  FROM  ITS  CREATION,TO  ITS  INVESTMENT,  TO  ITS 

3NSERVATION  FOR  ONE'S  ESTATE.  2  ~ 
  CITIBAN<Q 

\2  Citibank.  N. A..  Member  FDIC  PRIVATE  BANKING  &  INVESTMENT 


There  is  more  to  Dino  De  Laurentiis  than  movies.  There's  a  sage 
business  philosophy  that  mixes  cockiness  with  realism,  an  instinct 
for  what  the  public  will  like,  and  the  courage  to  trust  it. 


"Do  it  my  way" 


By  William  Harris 


P>  RODUCER  DlNO  DE  LAURENTIIS, 
™  his  feet  up  on  his  leather-inlaid 
mahogany  desk,  is  telling  a  story 
in  heavily  accented  English.  "I  was  in 
Chicago  and  my  luggage  had  been 
lost.  I  always  travel  with  books  be- 
cause I  wake  up  at  5  a.m.  and  what 
else  can  you  do  at  that  hour  but  read? 
So  there  I  am  without  my  luggage  and 
I  open  the  drawer  in  the  bedside  table 
and,  of  course,  I  found  a  Bible.  So  I 
start  to  read  it  and  think,  'this  is  fan- 
tastic, there's  a  picture  in  this.'  " 
There  was  indeed. 
Dino  De  Laurentiis,  63,  has  been 


doing  this  kind  of  thing  for  40  years. 
He  produced  his  first  film,  L'Amore 
Canta,  in  1941  at  the  age  of  22,  estab- 
lished himself  as  an  international 
heavyweight  at  29  with  Bitter  Rice,  and 
has  since  produced  300  more  titles, 
including  such  artistic  triumphs  as  La 
Strada,  ambitious  fumbles  like  Rag- 
time, as  well  as  potboilers  like  Amity- 
ville  II.  De  Laurentiis  has  introduced 
film  audiences  to  Sophia  Loren,  Sil- 
vana  Mangano,  Gina  Lollabrigida,  and 
even  Burt  Reynolds.  Along  the  way  he 
has  made  money  on  almost  every  one 
of  his  movies.  Moreover,  he  keeps 
pushing  films  into  the  marketplace — 
about  four  a  year  now,  more  than  al- 


Movie  producer  Dino  De  Ixiurentiis 

"When  I  have  the  intuition  to  do  something,  I  do  it. 


most  any  other  independent  producer. 

De  Laurentiis  is,  basically,  a  one- 
man  operation.  He  picks  the  stories — 
the  most  crucial  element,  he  says — 
then  hires  a  screenwriter  and  director 
and  selects  the  cast.  He  works  quickly 
and  intuitively.  For  instance,  he  read 
only  20  pages  of  an  uncompleted  book 
by  Peter  Maas  before  plunking  down 
$350,000  for  the  film  rights.  That  be- 
came Setpico. 

As  producer,  De  Laurentiis  retains 
the  right  to  make  final  editing 
changes  and  therefore  to  impose  his 
will  on  the  director.  He  once  stole  a 
piece  of  negative  from  Fellini  when 
that  director  wouldn't  snip  a  five- 
minute  monolog  from 
Nights  of  Cabiria.  He  re- 
turned it  ten  years  later. 
But  he  is  also  a  born  diplo- 
mat. Many  a  deal  has  been 
consummated  over  a  din- 
ner prepared  by  De  Laur- 
entiis at  his  Manhattan 
home  overlooking  Cen- 
tral Park.  This  slight,  ele- 
gantly dressed  Neapolitan 
understands  the  value  of 
creating  a  personal  rap- 
port: It  will  get  him  what 
he  wants  without  being 
hard-nosed. 

Once  the  filming  has 
begun,  De  Laurentiis 
tends  to  stay  out  of  a  di- 
rector's way.  Still,  he  has 
been  known  to  step  in  to 
shoot  a  specific  scene  the 
way  he  wants  it  done,  as 
he  did  when  King  Vidor 
was  filming  War  and 
Peace,  or  to  barge  into  the 
editing  room,  as  he  did 
with  Fellini.  He  is  one  of 
the  few  producers  to  have 
taken  the  trouble  to  learn 
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IF  YOU'RE  ON 
THE  PHONE  A  LOT, 
THE  CALLING  CARD 

HELPS  A  LOT. 


HOW  IT  WORKS: 


'When  I'm  not  on  the  typewriter. 


1.  You  get  your  own  private  Calling  Card 
number. 

2.  You  won't  have  to  wait  anymore  while  an 
operator  verifies  your  billing  to  a  third  number 
or  collect. 

3.  After  you  dial  your  call,  just  enter  your  Calling 
Card  number  if  you're  in  an  area  that's  auto- 
mated-or,  if  not,  just  tell  it  to  the  operator. 

4.  When  you  have  many  calls  to  make,  you  can 
do  it  even  faster  now  Just  one  extra  touch 
charges  each  call. 

5.  You'll  pay  less.  On  most  interstate  calls  you're 
charged  a  lower  rate  than  billing  them  to  a  third 
number,  calling  collect  or  even  using  coins. 

6.  You'll  get  all  your  Calling  Card  calls  itemized 
on  one  monthly  statement. 

HOW  TO  GET  YOURS:  ~ 

It's  as  simple  as  using  it.  To  order,  just  call  your 
local  Bell  business  office.  There's  no  charge  for 
the  Card.  You  can  get  Cards  for  other  family 
members,  too. 


I'm  on  the  phone." 


-Peter  Benchley 
Author  of  Taws,  The  Deep, 
The  Girl  of  the  Sea  of  Cortez. 


"Writing  keeps  me  running.  I  travel  a  lot  for 
my  work,  so  I'm  on  the  phone  a  lot.  And  I  find  the 
Calling  Card  from  Bell  really  helps.  It's  the 
fastest,  easiest,  and  cheapest  way  to  make  most 
calls  when  you're  away  from  your  office  or 
home.  There's  no  charge  for  the  Card.  And  you 
can  use  it  from  just  about  anywhere.  Except 
maybe  underwater." 

(2)  Bell  System 


Peter  Benchley 
Nantucket,  MA 


311  555  4742  UH 


There' 
keeping 

costs  f  ran 


The  state  o\ 


When  an  employee  is  injured,  the  company  can  feel  the  pain,  too. 
Because  with  the  rising  costs  of  hospital  facilities,  doctor  bills  and  rehabilita 
programs,  the  financial  agony  can  be  severe. 

What  a  large  corporation  needs  today  is  an  efficient  claims  adminis) 
tration  service  that  can  find  ways  to  cut  costs  on  workers'  compensation 
programs.  Fortunately,  there's  GAB:  one  company  that  skillfully  pairs  manl 
and  machine  to  manage  workers'  compensation  claims  with  little  wasted  < 
time  or  effort. 

For  starters,  since  GAB  is  an  independent  adjuster,  we  bring  objecti 
to  every  claim.  And  we  can  handle  claims  fast— nationwide.  Our  unique,  su 
visory  network  of  3,400  professionals  in  650  nationwide  offices  and  24  woi 
compensation  centers  makes  it  possible.  With  the  help  of  our  computers, 
payment  is  made  just  as  fast.  So  your  employees  don't  have  to  wait  or  worn 
about  their  benefit  checks. 

We  make  your  job  less  complicated  through  our  up-to-date  workers 
compensation  system,  with  on-line  computers  that  feed  you  accurate  infor 
tion  on  a  timely  basis.  The  monthly  reports  alert  risk  managers  to  opportuni 


n  art  to 

/or  leers'  compensation 
etting  out  of  hand. 


he  art  is  GAB 

t  containment,  helping  to  eliminate  some  of  that  pain  before  it  happens 
And  with  GAB's  exclusive  Automated  Cash  Transfer  system,  we  can 
3  your  claim  deposit  fund  to  a  minimum.  In  fact,  with  ACT,  you 
>0%  on  that  reserve. 

We  also  prepare  checks  automatically  for  injured 
/ees.  Not  drafts.  Plus  state-required  reports  and 

reports  on  an  automated  diary.  Without  hesitation. 

Speed.  Accuracy.  Cost  savings.  It's  all  the  result  of  a 

management  company  that  understands  how  to  make 
irriage  of  people  and  computers  work  at  peak 
"icy. 

!  For  more  information,  write  Paul  Dougherty,  Senior 
tims  Management  Division,  GAB,  123  William  Street 
ork,  NY  1 0038.  Or  call  him  at  (212)  306-8390. 

\B  The  state  of  the  art  of  claims  management 


De  Laurentiis  is  a  one-man 
operation,  who  picks  the  sto- 
ry, hires  the  screenwriter 
and  director  and  selects  the 
cast.  He  works  quickly  and 
intuitively.  He  read  only  20 
pages  of  an  uncompleted 
book  before  plunking  down 
$350,000 for  the  film  rights. 
That  became  Serpico. 


all  the  basics  of  filmmaking,  from  set- 
ting up  a  shot  to  distribution. 

There's  a  good  reason  for  all  this 
attention  todetail.  "Dino  puts  his  cash 
on  the  table/'  says  Ned  Tanen,  presi- 
dent of  Universal  Pictures.  Instead  of 
approaching  a  studio  and  expecting  it 
to  put  up  the  development  cost  and 
then  foot  the  entire  production  bill,  De 
Laurentiis  typically  asks  the  studio  to 
put  up  only  half  the  planned  budget 
and  antes  the  rest  himself.  For  its 
share,  a  Universal,  say,  is  entitled  to 
distribute  the  film  in  the  U.S.  and 
Canada.  De  Laurentiis  keeps  the  rest 
of  the  world.  He  presells  the  distribu- 
tion rights  to  the  30-odd  foreign  terri- 
tories as  a  way  to  help  with  the  financ- 
ing and  to  limit  his  personal  risk. 
Thus,  by  the  time  gems  like  Orca, 
Mandingo  or  King  Kong  opened  across 
the  U.S.,  De  Laurentiis  had  already 
recouped  his  entire  investment. 

Yet  the  risk  is  real.  Ragtime,  for  in- 
stance, failed  to  generate  large  pre- 
sells because  foreign  distributors 
thought  it  "too  intellectual."  In  fact, 
it  is  one  of  the  few  films  on  which  De 
Laurentiis  has  lost  money — an  esti- 
mated $6  million.  He  might  have  lost 
even  more,  but  De  Laurentiis  keeps 
his  fences  mended  among  the  foreign 
distributors.  He  had  recovered  his 
costs  for  Robert  Altman's  Buffalo  Bill 
and  the  Indians  before  the  film  opened 
in  1976.  But  when  U.S.  critics  gave  it 
a  good  thrashing,  De  Laurentiis  vol- 
untarily returned  part  of  the  offshore 
advances.  He  has  no  trouble  coming 
up  with  cash.  He  has  a  long-standing 
relationship  with  Slavenburg's  Bank 
in  Holland,  as  well  as  Bank  of  Amer- 
ica, which  financed  some  of  his  work 
in  Italy  years  ago.  De  Laurentiis  is 
able  to  go  to  bankers  with  his  distri- 
bution guarantees  in  hand  and  borrow 
against  them. 

A  consummate  businessman,  De 
Laurentiis  is  willing  to  be  brutal  about 
cutting  his  losses,  when  necessary.  By 
the  mid-Sixties  Rome  had  become  a 
filmmaking  center  and  De  Laurentiis 
was  cookingup  one  moneymaking  epic 
after  another,  like  Barabbas  and  The 
Bible,  to  accommodate  the  big-name 
talent.  Because  of  the  lack  of  produc- 
tion space,  De  Laurentiis  actually  built 
his  own  studios,  nicknamed  Dinocitta, 
after  the  famous  Cinecitta  studios.  It 
cost  some  $30  million  to  build  and  was 
considered  the  best-equipped  studio  in 
the  world. 

But  by  1970  the  movie  industry  was 
entering  a  worldwide  slump.  Produc- 
tion dried  up  and  no  one  wanted  to 
rent  the  facility.  On  top  of  that,  the 
Italian  government  decreed  that  all 
the  principals  in  any  Italian-made 
film  had  to  be  Italian.  De  Laurentiis 


moved  to  America.  He  tried  to  sell 
Dinocitta,  but  ended  up  shuttering  it. 
It  still  stands  deserted  today,  an  eerie 
monument  to  government  meddling. 

De  Laurentiis  vowed  never  to  make 
another  picture  in  Italian  and  he  has 
kept  that  promise,  but  for  good  com- 
mercial reasons.  "Films  with  subti 
ties  don't  work  anymore,"  De  Lauren- 
tiis sadly  explains.  "Unless  it's  a  mas- 
terpiece, there  just  isn't  the  same 
commercial  potential  for  a  foreign 
language  movie." 

Today  he's  training  his  daughter 
Raffaella  in  the  mysterious  ways  of 
the  movie  business  (as  he  had  his  son, 
Federico,  who  died  in  a  1981  plane 
crash).  He  has  at  least  a  dozen  projects 
in  the  works,  for  which  he  has  already 
spent  some  $15  million  of  his  own 
cash.  So  why  has  Dino  De  Laurentiis 
just  opened  a  12,000-square-foot  store 
called  the  DDL  Foodshow  on  New 
York's  fashionable  Columbus  Ave- 
nue? Why  is  a  satellite  store  expected 
to  open  in  the  Trump  Tower  on  Fifth 
Avenue  by  February,  followed  by  a 
Beverly  Hills  branch  in  March?  Why 
is  De  Laurentiis  spending  over  $5  mil- 
lion to  enter  food  retailing? 

"When  I  have  an  intuition  to  do 
something,  I  do  it,"  explains  the  pro- 
ducer, who  also  happens  to  be  the  son 
of  a  pastamaker.  "Besides,  cooking 
has  always  been  my  hobby  and  now 
I'm  making  it  into  my  business."  De 
Laurentiis  compares  his  concept  to 
Fauchon  in  Paris.  He  is  selling  not 
only  gourmet  foodstuffs,  but  prepared 
items  like  200  different  pasta,  meat 
and  seafood  dishes  customers  can 
take  home,  two  dozen  types  of  bread 
baked  on  the  premises,  and  a  pricey 
catering  service. 

Like  everything  De  Laurentiis  does, 
this  store  on  Columbus  Avenue  is  a 
mixture  of  grandeur  and  theatricality. 
The  central  selling  area  is  covered  by 
a  curved  glass  roof,  reminiscent  of 
famous  European  food  halls  at  Covent 
Garden  or  Les  Halles. 

It's  not  his  first  venture  outside  the 
film  business.  He  had  a  boat  business 
when  he  lived  in  Italy,  and  still  owns 
a  piece  of  a  hotel  in  Bora  Bora.  "I'm 
not  worried  about  the  foodstore  turn- 
ing a  profit  immediately,"  he  says.  "If 
I'm  wrong  about  the  desire  for  quality 
gastronomy,  I'll  sell  the  business  and 
lose  some  money,  perhaps." 

The  point  is,  Dino  De  Laurentiis  is 
a  man  who's  sure  he  knows  what  the 
public  will  want,  but  that  cockiness 
carried  too  far  can  be  a  recipe  for  di- 
saster. What  has  kept  him  on  top  for 
more  than  30  years  is  simple:  De 
Laurentiis  has  learned  not  to  confuse 
his  very  considerable  ego  with  his 
considerable  talent.  ■ 
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The  Spirit  of  America 


Wyoming  Winter  by  Dick  Durrance 


Somewhere  west  of  Laramie,  men  still  ride 
from  dawn  'til  dusk.  And  settle  down  to  a  shot  of  Bourbon 
against  the  chill  of  the  night.  Old  Grand-Dad  still  makes  that 
Bourbon,  the  only  truly  American  whiskey,  just  as 
we  did  100  years  ago.  It's  the  spirit  of  America. 

For  a  19"x26"  print  of  Wyoming  Winter,  send  a  check 
or  money  order  for  $4.95  to  Spirit  of  America,  P.O.  Box  183W, 
Carle  Place,  N.Y.  11514. 

Old  Grand-Dad 

Kentucky  Straight  Bourbon  Whiskey  86  Proof.  Old  Grand  Dad  Distillery  Co .  Frankfort,  KY<S1982  National  Distillers.  Inc 
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How  to  avoid 

this  memo* 


If  you  don't  want  your  boss  to  limit  your 
growth,  don't  limit  the  growth  of  the  company. 

Consider  small  business  computers  that  can 
keep  up  with  your  business  by  giving  you  options 
for  expansion  in  the  future. 
And  TeleVideo  Systems,  Inc.  gives  you  what 

no  other 
small  busi- 
ness computer  can — choices 
for  future  growth. 

Choices  that  allow  the  computers  you 
spend  good  money  for  today  to  be 
part  of  your  growing  system  tomorrow. 
For  example,  any  TeleVideo  small 
business  computer  can  be  used  as  a 
stand-alone  computer. 

Then,  because  you  need  flexibility 
for  growth,  your  TeleVideo  com- 
puter gives  you  a  choice  of  ways 
to  grow.  Because  you  can  add 
more  TeleVideo  8-bit  computers. 
Or  TeleVideo  16-bit  computers. 
Or  both,  to  form  a  single  system 
with  up  to  16  stations. 

Since  you  need  more  than 
computers  for  a  complete  sys- 
tem, TeleVideo  gives  you  a 
choice  of  peripherals. 
Including  printers,  termi- 
nals, and  disk  and  tape 
drives. 

Yet  no  matter  what 
form  your  TeleVideo 
System  takes  as  it 
grows,  you'll  never  out- 
grow your  software.  Thanks  to  a  feature  no  other 
computer  system  has— TeleVideo's  MmmOST™ 
executive  program— the  software  you  initially 
invest  in  for  your  stand-alone  computers  can  be 
used  on  any  system  of  TeleVideo  computers  you 
grow  into.  So  you  won't  have  to  make  a  new 
software  investment  everybme  you  reconfigure 


your  system. 

And  because  it's  CP/M®  software,  you'll  have 
the  largest  library  of  software  applications  — 
including  graphics— to  choose  from. 

TeleVideo  computers  are  serviced  by  TRW's 
nationwide  support  network  and  by  TeleVideo's 
distributors  around  the  world  Easy  to  understand 
training  packages  are  also  available. 

If  you're  evaluating  small  business  computers, 
choose  the  only  ones  with  a  future.  TeleVideo. 

They'll  help  your  future,  too. 


TeleVideo  Systems.  Inc 
Dept  603C 
1170  Morse  Ave 
Sunnyvale,  CA  94086 

Please  send  me  more  information  about  TeleVideo  computers. 
NAME  


TITLE  

COMPANY. 
ADDRESS- 
CITY  


. STATE 


.ZIP. 


PHONE  »_ 


CP.'M  is  a  registered  trademark  of  Digital  Research.  Inc 
MmmOST  is  a  trademark  of  TeleVideo  Systems,  Inc 

Northeast  Region,  617-369-9370,  Eastern  Region.  212-308-0705. 
Southeast  Region  404-447-1231.  Midwest  Region,  312-969-0112. 
South  Centra!  Region,  214-258-6776.  Northwest  Region,  408-745-7760, 
Southwest  Region.  7 14-752-9488.  European  Sales  ( Holland 1. 1 3 1 )  075-28-7461 


TeleVideo  Systems,  Inc. 


Harry  Gray,  his  reputation  as  a  grand 
acquisitor  notwithstanding,  has  built  ac- 
cording to  plan  at  United  Technologies. 
But  he  still  sees  unfinished  business. 


Two  years  and 
$6  billion  to  go 


By  Howard  Banks 


Chairman  Harry  Gray  of  Unit- 
ed Technologies  Corp.  looks 
around  his  spacious  Hartford, 
Conn,  office,  decorated  with  English 
antique  furniture,  and  says  that  he 
had  hopes  the  company  he  brought 
from  $2  billion  (sales)  to  $14  billion  in 
no  more  than  a  decade  would  reach 
$20  billion  by  1985.  "It  would  only 
take  10%-a-year  growth,"  he  says 
wistfully,  recognizing  that  UTC,  as 


presently  constituted,  won't  make  it. 

This  year  revenues  will  do  well  to 
come  in  flat  with  1981's  $13.8  billion, 
and  Gray  admits  that  1983  holds  no 
promise  for  dramatic  gains.  Still, 
UTC  earnings — off  13%  over  the  first 
nine  months — are  holding  up  reason- 
ably well  considering  the  depressed 
state  of  the  commercial  aircraft, 
building  materials  and  automotive 
equipment  markets — all  major  out- 
lets for  UTC.  Such  a  showing  in  a  bad 
year  is  proof  that  Gray  has  brought 


the  old  United  Aircraft  company  the 
balance  he  set  out  to  give  it  in  1971. 

He  hasn't  done  it  all  with  mergers. 
"We  have  managed  about  half  our 
growth  internally,"  says  Gray,  sensi- 
tive to  his  reputation  as  one  of  the 
grand  acquisitors  of  U.S.  business.  He 
also  points  with  pride  to  the  fact  that 
in  this  year — the  first  down  earnings 
in  his  tenure — UTC  is  spending  $800 
million  on  research  and  development, 
at  nearly  6%  of  sales  one  of  the  bigger 
budgets  among  U.S.  companies. 

Now  63  and  facing  retirement  un- 
der current  company  rules  at  the  end 
of  1984,  Gray  these  days  is  looking 
ahead  more  than  a  decade.  UTC  is 
today  the  nation's  seventh-largest 
manufacturing  company,  he  points 
out.  By  1995,  based  on  technology  al- 
ready in  place,  he  believes  the  com- 
pany could  be  number  three  or  four — 
presumably  leaving  room  at  the  top 
only  for  IBM,  General  Motors,  Ford, 
and  watch  out  General  Electric. 

Does  Harry  Jack  Gray  plan  to  hit 
the  acquisitions  trail  again?  Yes,  if 
those  acquisitions  build  on  what  he 
has.  But  no,  if  by  acquisitions  is 
meant  simply  buying  to  add  mass  to 
his  already  large  company.  "We 
have  no  insurance  or  food  compa- 
nies," he  says,  and  he  doesn't  intend 
to  buy  any.  His  buys  now  are  most- 


tea 


VJK  .V 


Hairy  Gray,  chairman  of  United  Technologies,  on  the  headquarters  roof  at  Hartford,  Conii 

Heflewfrom  the  Bendix-Martin  Marietta  fight.  The  price  was  so  high,  it  "would  have  diluted  shareholders' equity. 
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IT'S 1982.  DO  YOU  KNOW 
WHERE  YOUR  LIFE 
INSURANCE  POLICY  IS? 

Is  it  wedged  into  the  wedding  album?  Or  is  it  bound  into  a  bundle  with  the 

mortgage  and  your  kids'  report  cards? 

The  life  insurance  policy  that's  collecting 
dust  somewhere  may  be  costing  you  money. 

Now  it's  time  that  you  find  it  and  take  a  good, 
hard  look  at  it.  The  reason?  The  Challenger,  the 
universal  life  insurance  policy  from  Life  of  Virginia. 
The  Challenger  gives 
you  more  options  than 
traditional  life  insurance. 

Premiums  are  flex- 
ible.That  means  you  can 
increase  or  decrease 
your  payments.  Even 
skip  them. 

Coverage  is  adjustable.  That  means  that  as  your  life 
changes  you  can  vary  your  coverage,  up  or  down,  without 
adding  new  policies  or  exchanging  old  ones.  (While 
you're  searching  for  your  old  policy,  you'll  probably  find 
proof  that  your  life  has  changed:  a  crib  in  the  attic,  the 
weights  your  son  didn't  take  to  college). 

The  Challenger  credits  competitive,  current  interest 
rates,  determined  by  our  exclusive  Dual-Rate  lndex.sm 
(See  box  at  right.)  You'll  receive  an  informative  Buyer's 
Manual,  upfront,  and  a  detailed  Annual  Report. 

In  the  past,  maybe  your  life  insurance  policy 
belonged  in  an  out-of-the-way  place.  Today,  as 
The  Challenger  proves,  it  belongs  in  the  forefront  of  your 
financial  planning.  More  than  10,000  Challenger 
purchasers  agree. 

For  more  information  ask  your  agent,  mail  our 
coupon  or  call  us.  Compare  your  present  life  \ 
insurance  coverage  to  The  Challenger.  ffiL 

You  can  look  a  long  time  and  not    LIFE  VOF 
find  a  better  life  insurance  policy.  VIRGINIA, 


COMPARE  THE  CHALLENGER. 
THE  UNIVERSAL  LIFE  INSURANCE 
POLICY  WITH  ALL  THE  ANSWERS. 

OTHER 
COVERAGE 
THE  YOU'VE 
CHALLENGER  CONSIDERED 

Can  1  increase  or  decrease 
my  premium  payments? 
Even  skip  them? 

YES 

7 

Can  1  increase  or  decrease 
coverage  as  my  needs  change 
without  converting  or 
exchanging  policies' 

YES 

7 

Will  competitive,  current 
interest  rates  be  credited 
on  my  policy's  cash  value? 

YES' 

7 

Will  the  interest  credited  on 
my  cash  value  and  cost  of 
coverage  deducted  from  it 
be  fully  disclosed? 

YES 

7 

Will  1  receive  a  Buyer's 
Manual  up  front  that  explains 
my  policy  features  and  how 
to  use  them? 

YES 

7 

Does  the  company  offering  the 
policy  have  a  distinguished 
110-year  history  of  service? 

YES 

7 

•Only  Life  of  Virginia  offers  the  Dual-Rate  Index,  a  concept  that 
generates  current  interest  rates  based  on  the  greater  of  long 
and  short-term  yields.  Current  interest  rates  are  credited  on 
any  accumulated  cash  values  over  $1,000. 

The  Challenger  is  available  in  most  states,  minimum  coverage 
$100,000.  Challenger  II,  also  available  in  most  states, 
minimum  coverage  $25,000. 

For  more  information  about  The  Challenger  ask  your  agent, 
mail  our  coupon,  or  call  us  toll  free  at  800-822  6000. 


Life  of  Virginia,  Department  FB12682 

6610  West  Broad  Street,  Richmond,  Virginia  23230 

Tell  me  more  about  The  Challenger  □  Challenger  II  □ 


Address 

City  

State  


Telephone  Home  . 
Office- 


Please  check  here  if  you  are  an  insurance  agent  or  broker  □ 


CONTINENTALS  WUP 


Im-xonce 
Energy 


SPAZE 
TO 


Rick  L.  Weddte 
Economic  Dcvclopnhnt Commission  of  Tulsa 
m  S.  Boston,  Tulsa,  Oklahoma  74119    (918)  5.85-1201 


ly  rifle  shots  to  pick  off  precise  tar- 
gets that  fit  his  idea  of  where  UTC 
should  develop. 

What  he  has  begins  with  Pratt  & 
Whitney,  the  maker  of  aircraft  en- 
gines that  is  the  principal  component 
of  UTC's  power  division,  which  gen- 
erates 58%  of  earnings  on  41%  of  rev- 
enues. When  Gray  was  brought  in 
from  Litton  Industries  by  United  Air- 
craft's old  management,  P&W  was  in 
bad  shape  with  both  its  commercial 
and  its  military  customers,  and  facing 
new  competition  from  General  Elec- 
tric, which  had  come  back  into  com- 
mercial jet-engine  making.  And  Rolls- 
Royce  was  relaunched  and  backed 
with  British  government  funds. 

Gray  solved  the  difficulties,  eventu- 
ally brought  in  Robert  Carlson  from 


"It's  been  a  hard  11  years 
and  I'd  like  a  little  time  for 
myself,"  says  Gray,  63,  who 
is  supposed  to  step  down  late 
in  1984,  if  the  rules  aren't 
changed.  There  are  Jive  pro- 
spective successors,  pre- 
sumably four  executive  vice 
presidents  and  Mr.  X. 


Deere  &  Co.  to  head  up  P&W.  Today 
the  company  is  competitive  in  mili- 
tary and  commercial  markets.  P&W's 
F100  engine  is  the  power  plant  of  the 
FT  5  and  F-16  fighters  that,  after  a  lot 
of  truly  terrible  teething  troubles, 
proved  to  be  so  successful  for  the  Is- 
raelis over  Lebanon.  The  company  is 
in  a  race  with  GE  to  supply  the  engine 
for  a  new  generation  of  U.S.  fighter, 
with  the  Pentagon  leaning  GE's  way. 

Price  cuts  of  up  to  40%  have  been 
common  in  the  commercial  field. 
And  now  Pratt's  Carlson  faces  a  new 
price  war  with  Rolls-Royce  for  busi- 
ness on  Boeing's  new  757.  To  get  the 
order  from  Delta  that  launched  Pratt's 
PW  2037  into  production,  Pratt  prom- 
ised it  would  be  8%  more  fuel-effi- 
cient than  Rolls'  rival  engine.  Carlson 
maintains  it  will  still  be,  but  an  early 
evaluation  by  Boeing  suggests  that 
2%  might  be  closer,-  Delta  engineers 
say  it  is  too  soon  to  tell.  Missing  tar- 
gets would  cost  Pratt  dearly  in  con- 
tracted guarantee  payments. 

Looking  ahead,  Gray  thinks  that 
eventually  there  will  be  a  multina- 
tional deal  to  build  a  jet  engine  jointly 
for  the  proposed  150-seat-aircraft 
market  (see  Forbes,  Sept  13 >.  But  only 
on  his  terms,  which  means  Pratt  in 
charge  and  supplying  the  core  tech- 
nology. These  demands  may  be  too 
great  for  the  proposed  partners. 

At   Sikorsky   helicopters,  which 
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Listen  to  the  sound 
ofastrategy 
in  the 
making. 


Sperry  Univac  is  a  division  and 
registered  trademark  of  Sperry  Corporation. 


SPER^Y^  UNIVAC 

We  understand  how  important  it  is  to  listen. 


Ready  or  not,  your  business  is  chang- 
ing. What  it  will  be  is  different.  What 
it  should  be  is  a  matter  of  judgement 
and  strategic  planning. 

For  this  you  need  information. 

Consider  a  tool  in  the  form  of  a  desk 
station  that  not  only  gives  direct 
access  to  all  stored  information  in  both 
word  and  data  processing,  but  permits 
^ou  to  test  hypotheses.  A  management 
tool  that  would  help  you  assess  the 
impact  of  opening  a  new  plant,  launch- 
ing a  new  product,  investing  in  a  new 
process,  pioneering  a  new  market. 

There  is  a  tool  that  does  just  this: 
rhe  SPERRYLINK™  Office  System. 

Quite  simply,  it  provides  a  link 
between  voice  communication,  word 
processing,  data  processing  and 
personal  computing.  With  the 
SPERRYLINK  System,  you  can 
process,  store,  transfer,  and  gain 
access  to  virtually  all  the  relevant 
information  within  your  organization, 
ultimately  tapping  into  the  power  of 
the  mainframe. 


The  system  also  performs  admin- 
istrative support  functions,  filing  and 
retrieving  reports,  personal  calendars, 
electronic  mail.  And  more.  The  Voice 
Information  System  lets  you  commu- 
nicate reports  and  memos  for  instan- 
taneous distribution,  and  stores 
telephone  messages  so  you  can  set 
your  own  listening  priorities. 

It  is  a  system  that  connects  you  to 
your  company:  an  intrinsic  link  that 
gives  immediate  access  to  the  infor- 
mation you  need,  and  the  immediate 
ability  to  disseminate  the  orders  that 
turn  insight  into  action. 

It  is  a  system  designed  by  people 
who  listened.  And  because  we  heard 
the  need  for  simplicity,  it  was  designed 


so  that  in  half  an  hour,  you  can  perform 
the  basic  tasks.  In  half  a  morning, 
become  proficient. 

For  a  demonstration  on  the  potential 
impact  of  this  system  on  you  and  your 
company,  talk  to  us.  Call  toll-free, 
800-523-2496;  in  PA  call  collect 
215-646-3378  (9  a.m.  to  5  p.m.). 
Or  write  Sperry  Univac, 
Department  100,  P.O.  Box  500,  Blue 
Bell,  PA  19424. 

We're  listening. 


SPERRYLINK 

OFFICE  SYSTEM 


makes  the  Black  Hawk  for  the  mili- 
tary and  the  Spirit  (which  Gray  uses 
for  hops  from  Hartford  to  New  York 
City,  119  miles  away)  for  the  business 
market,  Gray  first  got  production  go- 
ing— from  19  helicopters  produced  in 
1976  up  to  166  in  1980,  then  he  got  it 
efficient.  Sikorsky  President  Gerald 
Tobias  had  allowed  deliveries  to  run 
late,  costs  to  rise  sharply.  Gray 
pushed  him  out  in  1980  and  Sikorsky 
is  proving  one  of  1982's  bright  spots, 
with  strong  gains  in  commercial  sales 
and  a  $950  million  order  for  294  more 
Black  Hawks. 

Curiously,  for  a  company  he  grand- 
ly renamed  United  Technologies, 
Gray  gets  most  enthusiastic  over 
UTC's  building-systems  divi- 
sion— a  grouping  of  such  old-fash- 
ioned construction  products  as 
Otis  Elevator  and  Carrier  air  condi- 
tioners. But  that  is  not  the  way 
Gray  sees  it,  recalling  that  when  he 
acquired  Otis  in  1976  and  Carrier 
in  1979,  "People  told  me  'You 
must  be  off  your  head.'  "  Gray  had 
an  insight  from  the  time  he  arrived 
in  Hartford.  There  he  found  Hamil- 
ton Standard  (a  propeller  maker 
that  had  turned  to  electronics) 
with  a  NASA  contract  to  devise  a 
system  to  control  the  environment 
in  a  spacecraft. 

Gray's  insight:  that  an  earth- 
bound  big  office  building  or  hotel  is 
self-contained  and  not  that  differ- 
ent from  a  spacecraft.  Overblown 
nonsense  designed  to  impress  se- 
curities analysts?  Gray  insists  not. 
This  year  he  acquired  General  Dy- 
namics' telephone-systems  busi- 
ness and  plans  to  use  it  to  hook 
up  Hamilton  Standard's  controls 
buildings. 

Building  systems — Gray  says  that 
Otis  and  Carrier  have  already  repaid 
his  $1.4  billion  investments  in 
them — is  a  solid  performer  already  for 
UTC,  contributing  roughly  28%  of 
earnings  on  27%  of  sales.  And  his  best 
hopes  for  the  division  lie  ahead,  with 
the  integration  of  electronics  from  the 
Mostek  subsidiary  that  he  acquired  in 
1980  for  $345  million,  a  high  price  for 
a  company  with  sales  of  $200  million 
and  which  lost  substantially  in  1981 
(it  is  claimed  to  be  approaching  break- 
even now).  But,  tied  to  UTC's  high- 
technology  research  center,  located 
next  to  Mostek 's  Colorado  Springs 
plant,  it  is  a  typical  example  of  Gray's 
willingness  to  pay  to  pick  off  compa- 
nies that  fill  his  corporate  gaps. 

For  Mostek,  one  of  the  first  tasks 
Gray  set  was  to  tie  microcomputer 
control  to  essential  building  services. 
Properly  done,  the  computer  control 
can  reduce  the  number  of  elevators 


needed  to  provide  a  given  level  of  ser- 
vice, cutting  capital  costs  and  the  un- 
productive floor  space  they  occupy. 
That  same  computer  can  look  after 
fire  warning,  security,  even  act  when 
people  have  left  their  rooms  and  failed 
to  turn  out  the  light  or  turn  down  the 
air-conditioning  or  heat. 

Gray  points  out  that  today's  back- 
ers of  high-rise  buildings,  the  finan- 
cial institutions  and  pension  funds, 
are  having  to  manage  their  projects 
when  completed.  In  many  such  deals 
they  hold  an  equity  stake,  giving 
them  an  interest  in  maintenance,  and 
cost  control.  That  encourages  them  to 


P&WF-100  engine  for  the  F-15  and  F- 16 
They  won  in  the  sky  over  Lebanon. 


m 


buy  equipment  reducing  ownership 
costs.  Once  they  buy  UTC's  control 
system,  "We  have  the  best  shot  sell- 
ing them  the  equipment  [like  air-con- 
ditioning and  elevators],  too.  It  should 
be  very  profitable,"  he  says. 

Mostek  is  the  technology  kicker  in 
UTC's  attack  on  the  automotive  mar- 
ket, too.  It  has  helped  UTC  develop  an 
electronically  controlled  fuel  system 
for  small  diesel  engines.  Unlike  De- 
troit's approach,  where  the  car's  elec- 
tronics are  to  be  integrated  with  a 
central  microcomputer,  UTC  pushes 
the  idea  of  building  the  control  into 
the  engine  pump.  "That  avoids  prob- 
lems with  bad  connections  between 
the  various  bits  of  the  wiring  in  a 
vehicle  and  the  cable  hookup,"  says 
Executive  Vice  President  Peter  Scott. 
"It  also  means  that  the  engine  can  be 
fully  tested  before  it  is  put  into  the 
vehicle." 

A  deal  for  diesel  fuel  controls — and 
later  other  auto  circuits — seems  like- 
ly with  Volkswagen.  This  will  piggy- 


back on  the  joint  production  of  semi- 
conductors and  electronic  systems  in 
Europe  that  UTC  arranged  with  AEG- 
Telefunken — now  bankrupt  and  sur- 
viving on  German  government  sup- 
port. "It  is  attractive  to  VW,"  says 
Gray.  The  German  automaker  want- 
ed a  venture  with  U.S.  technology 
"but  also  wanted  to  do  it  in  Europe." 

Gray,  a  random  acquisitor?  Perish 
the  thought,  he  says.  In  the  recent, 
notorious  Bendix-Martin  Marietta 
case,  Gray  seized  a  proffered  opportu- 
nity— at  no  cost  to  UTC — to  take 
parts  of  Bendix  that  would  have  added 
to  his  mix  "in  auto  parts,  plus  some 
commercial  aerospace  business 
and  a  small  expansion  in  electron- 
ics." But  the  price  went  up  too 
high,  he  says,  "and  would  have  di- 
luted shareholders'  equity."  And 
Gray  is  proud  of  avoiding  that  dur- 
ing what  he  calls  his  "steward- 
ship" at  UTC.  Allowing  for  a  2-for- 
1  split,  UTC's  share  price  since  he 
became  chief  executive  in  1972  has 
increased  fivefold,  he  says,  and  so 
has  the  net  worth  of  the  company. 
And  the  cash  dividends  have  in- 
creased 170%. 

For  all  that,  Gray  remains  short 
of  his  stated  goal  of  $20  billion  in 
sales.  Which  brings  up  the  ques- 
tion of  his  own  future  plans.  The 
only  plan  Gray  will  divulge  is  that 
he  will  make  a  recommendation  of 
his  successor  to  the  directors  soon 
after  fan.  1. 

When  Al  Haig  first  joined  UTC 
as  president  in  1979,  he  was  the 
nominated  candidate,  but  then  he 
returned  to  politics.  His  old  office 
is  still  empty.  Recently,  Gray  said 
there  were  four  leading  candidates, 
which  everybody  thought  meant  four 
executive  vice  presidents.  But  Gray 
told  Forbes  there  is  a  mystery  man, 
number  five.  He  is  already  in-house 
and  not  yet  an  executive  vice  presi- 
dent. That  rumor  soon  swept  around 
the  26th  floor — headquarters — in 
Hartford. 

Will  Gray  actually  go?  "It's  been  a 
hard  11  years,"  he  says,  "and  I'd 
like  a  little  time  for  myself."  Yet 
few  believe  that  he  will  be  able  to 
step  away.  Robert  Carlson — with  Pe- 
ter Scott,  one  of  the  two  most  obvi- 
ous present  candidates — says,  "I 
hope  not.  One  way  or  the  other  we 
need  his  input  for  as  long  as  he  is 
mentally  fit." 

Gray  can  bring  UTC  to  that  $20 
billion  revenues  goal  by  1985  by  a 
significant  acquisition,  or — given 
achievable  sales  growth  in  a  recovered 
economy — by  remaining  in  command 
until  roughly  1986.  The  best  bet  prob- 
ably is  a  two-way  parlay.  ■ 
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ANOTHER  AVIS  FIRST,  SHUTTLE  EXPRESS! 

©  1932  Avis  Rent  A  Car  System,  Inc  Avis* 


"NOW,  STOP  AT  AVIS  BEFORE  YOUR  FLIGHT.  THEN 
GO  NON-STOP  TO  YOUR  CAR  WHEN  YOU  LAND? 


David  Mahoney,  Chairman  of  Avis. 


Do  you  shuttle  between  any  of 
these  airports?  Then  new  Avis 
Shuttle  Express  can  get  you  from 
your  plane  to  your  car  faster 
than  any  other  rent  a  car  service. 
PICK  UP  YOUR  RENTAL 
AGREEMENT  BEFORE  YOU  FLY. 
Make  an  Avis  Shuttle  Express 
reservation.  Just  call  Avis  at 
;800)  331-1212  or  your  travel  con- 
sultant. Then,  stop  at  the  Avis 
counter  at  the  departing  airport. 
Show  us  your  license  and  credit 
:ard,  and  moments  later,  you'll 
aave  a  completed  Avis  rental 
igreement.  Your  car  will  be  wait- 
ng  at  your  destination  airport, 
ight  in  the  parking  spot  marked 
m  your  rental  agreement  folder. 
WE  FASTEST  WAY  OUT  OF  A 
SUSY  AIRPORT 

When  you  land,  let  the  others 


Avis  Shuttle  Express  at  these  major  airports. 


1.  New  York-Boston 
(LaGuardia) 

2.  New  York-Washington 
(LaGuardia)  (National) 

3.  Newark-Pittsburgh 

4.  Charlotte-Atlanta 

5.  Detroit-Chicago 

(Metro)  (O'Hare) 


6.  San  Francisco-Los  Angeles 

7.  Los  Angeles-Las  Vegas 

8.  Dallas-Houston 
(Love)  (Hobby) 

9.  Salt  Lake  City-Denver 


stampede  for  the  car  rental 
counter.  You'll  simply  take  the 
Avis  bus  directly  to  your  car.  And 
you'll  be  on  your  way  while  others 
who  arrived  with  you  are  still 
waiting  in  line. 
NO  RESERVATION  NEEDED. 
When  you  find  yourself  dashing 
for  a  flight  without  a  moment's 
notice,  you  can  even  use  Shuttle 
Express  without  a  reservation. 
Just  stop  at  the  Avis  counter  at 
the  departing  airport  and  ask  for 
it.  However,  there  are  times 
when  availability  may  be  limited. 

New  Avis  Shuttle  Express, 
another  way  that. . . 

TRYING  HARDER  MAKES 
AVIS  SECOND  TO  NONE. 


AVIS 


Avis  features  GM  cars.  Bunk  Century. 


We  care  about  you,  so  whenever  you  drive, 
care  about  yourself.  Please  fasten  your  seat  belts. 


OMEGA. 

WHEN  YOU  CAN  HAVE 
WHATEVER  YOU  WANT 


Introducing  the  Omega  Manhattan. 
The  finest  Swiss  quartz  chronometer 
money  can  buy. 

Water-resistant.  Available  in  stainless 
steel  and  gold,  18K  gold,  or  stainless  steel. 

To  find  out  where  you  can  acquire  one, 
write  to  us.  We're  at  301  East  57th  Street, 
New  York,  New  York,  10022. 

Two  floors  above  Rolls  Royce. 


Q 
OMEGA 


In  Canada,  write  to:  Omega  Watch  Company  (Canada)  Ltd. /Ltee., 
70  Wynford  Drive,  Don  Mills,  Ontario  M3C1J9.  , 


Without  fanfare,  almost  without  notice, 
Chemical  Bank  has  compiled  one  of  the 
best  records  in  commercial  banking. 


The  best-kept 
secret  in  banking 


By  Ben  Weberman 


I People  perceive  us  as  a  regional 
"bank  that  just  happens  to  be  in 
New  York,"  grumbles  an  official 
of  Chemical  Bank.  For  years  that 
might  have  been  true;  Chemical  was 
frankly  stodgy.  The  image  these  days, 


though,  may  have  more  than  a  little 
to  do  with  the  reticence  of  Chairman 
and  CEO  Donald  C.  Platten,  a  man 
who  "gets  uptight,"  as  a  colleague 
puts  it,  when  he  has  to  talk  with  re- 
porters or  analysts. 

Whatever  the  reason,  the  nation's 
sixth-largest  bank,  with  $47  billion  in 


assets,  has  not  been  a  favorite  of  ana- 
lysts or  investors.  Buoyed  by  the  rally, 
its  stock  recently  sold  at  45,  up  sharp- 
ly from  the  year's  low  of  16V*.  But  the 
multiple  of  about  5  times  estimated 
1982  earnings  is  still  the  lowest 
among  the  money  center  banks. 

Yet  Chemical  has  come  a  long  way 
toward  catching  up  to  its  peers  in  the 
past  five  years,  ever  since  its  nadir  in 
1977.  Then,  bloodied  by  the  REIT  de- 
bacle, Chemical's  return  on  assets 
was  only  0.37%,  compared  with 
0.51%  for  its  rivals.  It  clearly  deserved 
the  lower  multiple. 

By  contrast,  return  on  assets  this 
year  has  been  running  0.57%.  Chemi- 
cal's New  York  peers,  on  the  other 
hand,  have  had  a  return  of  0.53%  this 
year.  And  Chemical's  Treasury  re- 
sults— the  "spread"  on  investable 
funds — were  the  best  among  large 
banks  through  the  first  nine  months. 
In  market  share,  Chemical  is  now  sec- 
ond only  to  Citibank  in  the  New  York 
State  retail  market,  as  well  as  the 
middle-market  leader.  Numbers  like 
that  are  the  reason  analyst  James 
McDermott  Jr.  of  Keefe,  Bruyette  &. 


Chemical  Chairman  Donald  C.  Platten  in  his  boardroom 
Getting  ready  to  turn  ike  reins  over  to  the  young  Turks. 
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Creative  insurance  services. 
We've  got  what  it  takes. 


If  Shipley,  as  expected,  takes  over  as 
chairman  and  CEO  next  October,  he 
will  probably  be  succeeded  as  presi- 
dent by  one  of  his  colleagues.  Front- 
runners,  all  senior  executive  vice 
presidents,  include  Robert  I.  Lipp,  44, 
in  charge  of  the  branch  system  and 
the  trust  department;  Thomas  S. 
Johnson,  head  of  the  Treasury  divi- 
sion; and  Robert  J.  Callander,  head  of 
the  world  banking  group.  A  dark  horse 
is  Alan  H.  Fishman,  an  executive  vice 
president  and  chief  financial  officer, 
who  raises  capital  and  is  chief  watch- 
dog over  operations. 

What  happens,  though,  once  Ship- 
ley's predecessor  is  chosen?  Will  there 
be  a  mass  exodus  of  the  other  young 
managers  Platten  has  so  carefully  put 
into  place? 

Feelings  may  change  later,  but  to  a 
man  the  contenders  say  they  don't 
think  this  will  happen.  Platten's  style 
stresses  teamwork  and  cooperation, 
they  say,  rather  than  putting  competi- 
tors together  and  letting  them  claw  it 
out.  Says  Fishman:  "We  get  along  fair- 
ly well,  one  with  the  other.  We  all 
think  we're  working  in  a  bank  that's 
basically  undervalued,  and  we  all 
want  to  change  that.  It's  plenty  of  fun 
to  be  part  of  a  team  building  corporate 
strength." 

After  a  reflective  pause  he  adds: 
"On  the  other  hand,  boys  will  be 
boys" — meaning  that  the  losers  in  the 
contest  for  president  may  feel  differ- 
ent about  things  a  year  from  now. 

Whatever  the  makeup  of  the  new 
team,  its  mandate  will  be  to  achieve 
Platten's  key  long-range  goals:  return 
on  equity  of  18%  to  20%,  return  on 
assets  of  0.65%  to  0.70%.  To  meet 
those  goals,  the  bank  has  already  rig- 
orously pared  away  unprofitable  or 
unpromising  units.  It  dropped  plans 
to  continue  operating  master  trustee- 
ships for  corporate  pension  plans,  for 
example,  because  the  estimated  $10 
million  investment  in  technology 
didn't  justify  the  $5  million  or  so  in 
annual  revenues. 

It  also  closed  its  West  Coast  leasing 
office,  a  business  generating  a  $500 
million  portfolio  in  western  states. 
The  return  on  leasing,  basically  fixed- 
rate  credits,  did  not  satisfy  the  effort 
needed  to  manage  a  business  half  a 
continent  away. 

While  cutting  back  in  those  areas, 
Chemical  is  expanding  its  fee  busi- 
ness. To  see  why,  consider  Morgan, 
whose  Treasury  results  are  lower  than 
Chemical's,  but  whose  earnings  are 
fattened  by  healthy  fees.  Chemical  is 
counting  on  ChemLink,  a  cash-man- 
agement system  that  has  been  fran- 
chised  to  other  banks,  and  Pronto,  a 
bank-at-home  system,  soon  to  be  in- 


stalled in  New  York  and  also  fran- 
chised  by  banks  in  other  parts  of  the 
country.  Fishman  estimates  that 
these  could  generate  annually  $100 
million  in  fee  revenues. 

Chemical  is  also  expanding  over- 
seas. In  London,  it  bought  out  four 
partners  and  now  is  sole  owner  of 
London  Multinational  Bank,  a  mer- 
chant bank.  It  has  also  set  up  invest- 
ment banking  affiliates  in  Hong  Kong, 
Singapore,  Korea  and  Australia. 

What  about  expansion  inside  the 
U.S.?  Clearly,  Chemical  has  its  eye  on 
interstate  banking  but  not,  Platten 


By  Jeff  Blyskal 

The  list  of  American  industries 
caught  flat-footed  by  foreign 
manufacturers  is  long.  In  auto- 
mobiles, of  course,  there  were  the  Jap- 
anese. Overseas  steelmakers  were  the 
first  to  see  the  U.S.  oil  drilling  boom  a 
couple  of  years  ago  (Forbes,  June  22, 
19X1).  We  even  needed  British  rock  'n' 
roll  to  create  an  explosion  in  the  rec- 
ord industry. 

But  few  businesses  in  the  U.S.  have 
been  led  around  by  the  nose  as  much 
as  the  $75  million  (sales)  baby-stroller 
industry.  Leader  of  the  foreign  pack 
for  some  seven  years  now  is  an  Italian 
company  located  just  outside  Milan: 
private,  $50  million  (sales)  Perego 
Products,  which  last  year  sold  a  half- 
million  strollers  worldwide.  Coming 
on  strong  is  Japan's  Kassai  Inc.,  whose 
Aprica  stroller  is  presently  the  epit- 
ome of  parental  chic. 

Fifteen  years  ago  strollers  were 
large,  bulky  vehicles  with  fixed 
wheels,  not  much  different  from  baby 
carriages.  Getting  the  thing  into  the 
car  for  a  family  outing  often  required  a 
good  bit  of  work,  even  when  the 
strollers  could  be  folded. 


hastens  to  point  out,  through  a  whole- 
sale assault  on  entrenched  positions 
of  competitors.  Says  he:  "We  won't 
buck  the  major  banks  by  going  into 
Chicago,  San  Francisco  or  Los  Ange- 
les. We'll  pick  our  spots  in  states 
where  there  is  profit  potential."  The 
Florida  move  is  a  step  in  this  direc- 
tion. "We  won't  be  a  small  player  in  a 
tough  market,"  Platten  adds. 

Chemical's  growth  and  market  pen- 
etration of  the  past  five  years  may 
rank  among  the  best-kept  secrets  in 
commercial  banking.  It's  a  story 
worth  telling.  ■ 


In  the  early  Seventies,  Andrews 
Maclaren,  a  British  firm,  invented  the 
so-called  umbrella  stroller — basically 
a  couple  of  lightweight,  folding  steel 
rods  framing  a  hammocklike  canvas 
seat.  "At  $8  to  $12  apiece,  the  U.S. 
knockoffs  of  the  thing  sold  like  hot- 
cakes,"  says  Jack  Ketcham,  president 
of  Brown  Group's  Hedstrom  subsid- 
iary, which  last  year  produced  some 
400,000  strollers. 

Enter  Giuseppe  Perego.  "My  father 
refused  to  jump  on  the  bandwagon," 
says  Lucio  Perego,  president.  The  um- 
brella's canvas  seat  did  not  provide 
comfort  or  sufficient  support  for 
baby's  back.  So  Perego  designed  a  hy- 
brid, retaining  the  umbrella's  foldabil- 
ity  and  adding  a  padded  seat  with  a 
hard  back. 

Perego's  Bye  Bye  model  took  off 
once  it  hit  the  U.S.,  helping  the  com- 
pany garner  probably  a  10%  to  15% 
share  of  the  market.  That's  over 
150,000  strollers  per  year — more 
than  the  U.K.'s  Silver  Cross,  Mac- 
laren or  any  other  import  brand  had 
ever  attained. 

That  also  suddenly  put  Perego 
among  the  ranks  of  large  domestic 
producers  like  Bilt-Rite,  recently  ac- 


It  sometimes  takes  a  foreigner  to  figure  out 
what  Americans  want.  Italy's  baby-stroller 
king,  Giuseppe  Perego,  thinks  its . . . 


A  Mercedes  in 
every  nursery 
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A  two-year-old  and  hisyounger  sister  in  a  Perego  two-seater 

The  Mercedes  of  strollerdom:  Perego  style,  quality  and  design. 


quired  by  Gerber,  and  Questor.  Only 
Hedstrom  and  privately  held,  Califor- 
nia-based Strolee,  which  sells  a  half- 
million  strollers  per  year,  are  signif- 
icantly larger  than  Perego  in  the  U.S. 
Says  Ketcham,  "The  industry  is  only 
now  reacting." 

Perego's  stroller  is  not  just  some 
cheap  Taiwanese  import.  The  various 
models  in  its  Bye  Bye  line  sell  for  $45 
to  $100  at  retail,  the  middle  to  upper 
end  of  the  market.  "Perego  is  a  pres- 
tige item,  the  Mercedes  of  baby  stroll- 
ers," says  one  industry  observer. 

What's  the  Italians'  secret?  Partly 
style.  The  strollers  have  a  distinctive 
"European"  look  and  come  in  scores 
of  colors — navy  blue  velour,  brown  or 
red  suede  and  floral  prints.  Blooming- 
dale's  or  Saks  can  even  get  exclusive 
rights  to,  say,  pink  corduroy.  "We 
have  made  it  into  a  fashion  business, 
like  designer  clothes,"  says  Enzo  Tri- 
marchi,  Perego's  U.S.  manager. 

Also,  quality  at  a  reasonable  price. 
"That's  our  main  asset,"  says  Perego. 
And  he  can't  afford  to  fool  around. 
Word  of  mouth  is  the  advertising  me- 
dium; a  high-priced,  mediocre  item 
just  won't  move.  Says  one  buyer  for  a 
Philadelphia  store  that  sells  juvenile 
products:  "It's  a  quality  item,  and 
when  a  person  wants  Perego,  he  wants 
nothing  else." 

Right  now,  demographics  and  a 
baby  boomlet  (Forbes,  Nov.  22)  are 
working  in  Perego's  upper-end  favor. 
The  number  of  first  births  as  a  per- 


centage of  the  total  has  about  doubled 
to  43%  in  recent  years.  More  impor- 
tant, many  new  parents  are  older,  and 
consequently  have  more  disposable 
income  and  want  only  the  best  for  the 
new  arrival. 

Jean  Simmons,  president  of  $40 
million  (sales)  Strolee,  says,  "Our  in- 
dustry is  reacting  to  Perego,  and  I 
think  their  sales  are  beginning  to 
fade."  But  Perego  is  also  reacting  ag- 
gressively to  the  competition.  Last 
year,  for  example,  it  brought  out  the 
Si  Si,  a  $75  umbrella-type  stroller 
with  a  hard-backed  seat  that  is  almost 
an  exact  replica  of  the  Maclaren 
stroller.  This  year  Perego  introduced 
the  Luxor  line — with  a  fully  reclining 
seat  for  napping — furthering  the  trend 
toward  stroller  usage  that  is  nailing 
the  coffin  lid  on  the  behemoth  baby 
carriage. 

Slightly  lower  sales  at  Perego  last 
year  seem  more  the  result  of  Italian 
restraints  than  the  efforts  of  U.S.  com- 
petitors. The  lira  was  weak.  Worse, 
Italian  laws,  unions  and  customs 
make  benefits  for  laid-off  employees 
costly.  As  a  result,  Italian  manufac- 
turers are  often  reluctant  to  increase 
capacity.  "When  you  add  30  employ- 
ees, you  better  have  enough  work  for 
them  for  life,"  says  Perego,  whose 
plant  hasn't  laid  off  a  worker  in  its 
30-year  history.  Over  the  past  five 
years  Perego  has  added  some  200 
new  workers  to  meet  demand,  a  30% 
increase.  But  despite  the  additions, 


deliveries  have  still  sometimes  been 
slow  and  undependable.  That  can 
hurt,  admits  Perego. 

Genuine  competition  is  coming. 
Hedstrom  is  bringing  out  a  line  of 
umbrella  strollers  with  licensed  char- 
acters on  them,  the  untried  Care  Bears 
of  American  Greetings,  which  also  li- 
censes the  highly  successful .  Straw- 
berry Shortcake  character.  The  mar- 
keting muscle  of  American  Greetings, 
General  Mills  and  other  firms  behind 
Care  Bears  products  will  make  the 
national  advertising  of  a  stroller  pos- 
sible for  the  first  time. 

But  even  tougher  competition 
comes  from  a  lightweight,  collapsible 
Japanese  stroller,  the  Aprica  made  by 
Osaka's  Kassai  Inc.  In  1981,  its  second 
year  in  the  U.S.,  Aprica  sold  some 
50,000  units.  Apnea's  European  name 
(it  means  "open  to  the  sun"  in  Ital- 
ian), slick  modern  design,  quality 
workmanship  and  ultrahigh  price 
($  1 25  to  $200,  and  newer  models  fetch 
$250  at  Saks)  are  moving  the  strollers. 
Doug  Dolansky  of  Merchants  Corp., 
the  importer,  expects  to  sell  upward 
of  125,000  this  year. 

But  don't  count  Perego  out.  "Perego 
has  done  an  excellent  job  and  has  been 
very  competitive  with  promotional 
money  and  volume  discounts,"  says 
Ketcham.  "They  have  great  designers, 
are  well  financed  and  have  a  solid 
position  in  Europe."  All  that,  plus 
quality  and  style.  U.S.  manufacturers 
in  all  industries,  take  note.  ■ 
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GLOBAL  INVESTMENT: 
THE  THIRD  WAVE 

by  Nicholas  Faith 

American  capitalism  is  now  sending 
its  third  expeditionary  force  abroad.  The 
first  army  consisted  of  the  hundreds  of 
manufacturers  who  ventured  overseas 
in  the  1950s  and  1960s  to  spread  the 
gospel  of  American  competitiveness. 
They  were  such  effective  missionaries 
that  within  twenty  years  their  former 
pupils  from  Western  Europe  had  turned 
the  tables  on  their  masters  and 
launched  a  highly  effective  assault  on 
the  American  market  through  exports, 
direct  investments  and  corporate  take- 
overs. American  banks  then  led  the 
second  expedition  and  entrenched 
themselves  solidly  in  Western  Europe 
through  their  lending  activities.  They 
slowed  the  assault  when  they  thought 
they  had  found  Eldorado  in  the  Southern 
hemisphere. 

Now,  just  as  the  banks  are  begin- 
ning to  feel  the  cost  of  their  their 
naivete,  another  group  is  marshalling 
its  forces  and  slowly  steaming  toward 
foreign  beaches.  This  new  army  is  in 
some  ways  the  most  fearful  of  all:  the 
private  pension  funds  of  America,  with 
their  $450  billion  in  assets. 

The  new  assault  differs  in  several 
major  respects  from  earlier  ventures.  To 
begin,  there  is  no  entrepreneurial  spirit 
behind  it;  it  is  not  an  aggressive  move, 
but  more  like  a  recognition  of  a  logical, 
prudent  step.  It  is  essentially  unprece- 
dented—  while  American  manufactur- 
ers and  bankers  were  active  abroad 
even  before  World  War  I,  American 
overseas  portfolio  investment  has  been 
notably  nonexistent  until  very  recently. 
In  fact,  while  there  might  have  been 
some  wealthy  expatriates  who  had 
assets  transferred  to  Europe  through 
Swiss  banks  or  some  other  means,  the 
flow  has  always  been  in  the  other 
direction,  with  wealthy  Europeans  anx- 
ious to  transfer  funds  to  the  "last  safe 
haven  of  capitalism"  at  the  first  sign  of 
trouble.  Finally,  this  new  trend  has  re- 
mained unpublicized  and  unaccompan- 
ied by  the  ballyhoo  usually  associated 


with  changes  of  such  potential 
importance. 

A  NEW  FLOOD  OF  CAPITAL 

Yet  the  amounts  invested  abroad 
over  the  next  decade  are  going  to  be 
large  enough  to  cause  a  mighty  ripple  in 
the  world's  stock  markets.  A  year  ago  in 
the  Quarterly  Review  of  the  New  York 
Fed,  Edna  Ehrlich  mentioned  sums 
which  came  as  something  of  a  shock  to 
investors:  At  the  end  of  1980,  she 
pointed  out,  $9  to  $10  billion  of  pension 
fund  assets  were  invested  in  other 
countries,  mostly  Canada,  and  an 
increasing  number  of  pension  funds 
said  they  were  contemplating  a  move 
into  foreign  markets.  The  trend  is 
unmistakable:  Of  the  one  hundred 
largest  funds,  17  percent  had  assets 
overseas  in  1977,  but  by  1980  the  figure 
had  doubled  to  34  percent.  The  figures 
for  the  next  hundred  were  even  more 
startling,  moving  from  seven  percent  in 
1977  to  29  percent  three  years  later. 
Moreover,  most  of  the  respondents 
were  proposing  to  increase  the 
percentage  of  their  foreign  investments 
to  significant  levels. 

Based  on  these  figures,  Mrs.  Ehrlich 
estimated  that,  "The  share  of  foreign 
assets  in  private  pension  fund  portfolios 
will  rise  during  the  decade  on  an  annual 
average  of  about  one-half  percent  from 
the  approximately  two  percent  they 
were  at  the  end  of  1980."  On  this 
assumption,  "By  1990  foreign  assets 
would  comprise  roughly  seven  percent 
of  total  private  pension  funds,  with 
many  large  funds  reaching  well  beyond 
ten  percent  On  the  basis  of  forecasts 
of  pension  fund  reserves  made  by  ICF 
in  a  study  for  the  U.S.  Department  of 
Labor,  the  percentage  of  foreign  asset 
holdings  would  amount  to  approximately 
$120  billion  in  current  dollars." 

These  assumptions  are  suitably  con- 
servative, in  that  they  ignore  possible  in- 
vestments overseas  by  state  and  local 
government  pension  funds.  Two  states 
—  Alaska  and  Vermont  —  are  already 
allowed  to  invest  abroad.  Many  others 
can  invest  only  in  Canada.  But  in  New 
York  state,  as  in  most  states,  official 
portfolios  cannot  be  invested  in  foreign 


assets.  (Fortunately  for  the  life  ins 
ance  companies  of  New  York  the; 
not  allowed  to  invest  pension  fund 
what  seemed  to  be  the  most  prorr 
of  markets  —  Mexico).  Ehrlich's  fic 
also  underestimate  the  snowball  e 
of  foreign  investment  coming  into 
tutional  fashion.  But  even  this  con: 
tive  estimate  of  $120  billion  could 
partially  swamp  the  world's  stock 
markets.  Assuming  that  the  new  m 
would  be  invested  in  the  same  pre 
tion  as  the  pioneer  funds — two-thi 
equities,  one-third  bonds  —  then  sc 
thing  like  $80  billion  will  be  availab 
investment  into  just  the  stock  marl 
in  other  countries.  According  to  Ju 
Baer,  a  private  Zurich  bank,  the  toi 
capitalization  of  markets  outside  tt* 
U.S.  was  about  $800  billion  in  1981 
$80  billion  would  comfortably  absc 
the  stock  quoted  on  German  mark 
the  largest  in  Continental  Europe- 
enough  left  over  to  mop  up  every  a 
in  Amsterdam  and  Rotterdam.  In  t« 
of  sheer  trading  volume,  the  figure 
jected  for  the  second  half  of  the  1? 
would  account  for  one-tenth  of  the 
ing  volume  on  all  world  markets  oq 
of  the  U.S.  and  Japan.  So  the  new 
sion's  impact  on  world  stock  excha 
will  inevitably  be  as  considerable  ai 
earlier  invasion  of  industrial  structn 
by  American  corporations. 

Nor  is  there  much  opportunity  1 
non-Americans  to  counter-attack  fid 
cially  as  they  did  industrially.  In  mai 
other  countries  pensions  do  not  act 
mulate  funds  at  the  same  rate  as  til 
U.S.  Even  when  they  are  funded  in! 
same  way,  the  amounts  accumulati 
are  much  smaller.  For  example. 
Britain's  pension  funds,  the  biggest! 
agglomeration  outside  of  the  U.S.,  i 
only  $60  billion  in  total 

FOREIGN  INVESTMENT: 
BENEFITS  AND  OBJECTIONS 

For  these  reasons,  bankers  ana 
portfolio  advisers  are  struggling  for 
share  of  the  investment  cake  "Our 
argument,"  says  Jan  Twardowski  cj 
Frank  Russell,  one  of  the  biggest  p4 
sion  advising  firms  in  the  U.S.,  "is  tfl 
you  exclude  countries  outside  of  thj 
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We  channel  your  resources  into  sound 
investments. 


Government  bankers, 
portfolio  managers,  trust  ad- 
ministrators and  other  insti- 
tutional investors  have  come 
to  appreciate  WestLB's 
broad  range  of  sophisticated 
investment  instruments. 


In  addition  to  its  own  DM 
bonds  and  Schuldschein- 
darlehen,  WestLB,  one  of 
Germany's  top  three  inter- 
national banks,  offers  invest- 
ment opportunities  in  fixed- 
interest  securities  in  major 
international  currencies.  Ad- 
vice on  equities  is  also  part 


of  the  Bank's  professional 
counselling  services. 

When  next  reviewing 
your  investment  strategy, 
benefit  from  WestLB's  mul 
tiple  facilities. 


Westdeutsche  Landesbank 

A  strong  force  in  wholesale  banking 


Zhemjcaj  on 
nternational  Banking: 

Emerging  markets.  Expanding 
echnologies.  Development  on  a 
global  scale.  Today,  the  rhythms  of 
:ommerce  are  worldwide.  And 
Ihemical  sets  a  rapid  new  tempo. 

We're  proud  of  the  traditions 
:hat  have  put  Chemical  at  the 
:orefront  of  international  business, 
^nd  prouder  still  of  the  innovations 
that  have  kept  us  there.  Our  unique 
IhemLink®/BankLink®  network  is 
:he  largest  balance  reporting  and 
:ash  management  system  in  the 
A/orld.  And  we've  just  added  a  new 
IhemLink/Cedel  module  for  Euro- 
Dond  information  and  transactions. 

Tradition 
shouldn't  be 

the  enemy  of 

innovation. 


CHEMICALTAKES  YOU  BEYOND  TRADITION. 


We  don't  stop  at  being  first— or 
best.  Our  international  specialists 
are  constantly  advancing  the 
quality  of  our  worldwide  services. 
Look  into  the  matchless  perfor- 
mance of  our  Energyand  Minerals 
Group,  Foreign  Exchange  Advisory 
Service,  Chemco  International 
Leasing,  or  any  of  our  international 
capabilities.  Our  new  ideas  mean 
new  opportunities  for  you. 

What  Chemical  has  done 
yesterday,  what  we're  doing  today 
and  what  we're  working  toward 
for  tomorrow  are  all  part  of  the 
tradition  of  giving  you  the  very  best 
banking  service.  It's  a  tradition  that 
improves  with  innovation. 

CkemicalBaink 
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United  States,  you  are  excluding  half 
the  world's  stock  capitalization.  It's  as 
though  you  drew  a  line  at  'M'  on  the  list 
of  stocks  in  the  Wall  Street  Journal.  By 
investing  abroad,  you're  expanding  in- 
vestment opportunities,  in  pharmaceuti- 
cals, say,  you  can  offer  not  just  Bristol- 
Myers  or  Smith-Kline,  but  Glaxo  and 
Yamanouchi."  Twardowski's  employer 
is  the  only  advising  firm  with  overseas 
offices  for  monitoring  market  develop- 
ments. Twardowski  points  out  that  for- 
eign markets  can  be  attractive  also 
because  of  "the  relatively  higher  growth 
rate  of  other  economies,  most  notably 
the  Japanese,  but  also  others  in 
Western  Europe." 

International  diversification  of  bond 
investments  in  the  1970s  has  been  judi- 
ciously studied  by  Professor  Michael 
Adler  of  Columbia  University.  He  states 
that  diversification  in  this  decade  would 
have  produced,  "A  level  of  reduction  in 
portfolio  risk  for  any  required  level  of 
expected  return,  and  therefore  consti- 
tutes an  improvement  over  the  repre- 
sentative U.S.  investor's  opportunity 
set."  Adler  contends  that  while  results 
are  somewhat  dependent  on  the  time 
period  and  analyst  judgments,  a  mixed 
bond  portfolio  offers  "valuable  diversifi- 
cation benefits." 

Of  course,  many  professionals  have 


mental  barriers  against  foreign  cur- 
rency. "There  you  have  the  wretched 
company  treasurer,"  says  one  sympa- 
thetic observer,  "wrestling  with  FASB  8 
and  FASB  52,  trying  to  sort  out  what  it 
means  for  his  corporation's  plantation  in 
Brazil  or  its  factories  in  Taiwan,  and 
along  comes  this  pension  fund  admin- 
istrator proposing  to  invest  assets 
outside  the  good  old  U  S  A.  He'll  be 
lucky  to  just  get  kicked  out  of  the 
office."  The  same  treasurer  may 
be  suffering  with  the  moves  his 
predecessors  made  in  the  1970s  to 
obtain  cheap  loans  in  European 
currencies.  If  the  currency  was  the 
Swiss  franc,  for  example,  the  loans 
would  have  become  staggeringly  expen- 
sive as  the  currency  appreciated  by 
more  than  50  percent  against  the  dollar. 

Others  maintain  that,  since  the  fund 
is  required  to  meet  its  obligations  in 
dollars,  it  is  simpler  and  safer  to  obtain 
returns  by  investing  in  dollar- 
denominated  assets.  Twardowski  re- 
jects this  argument,  maintaining  that  the 
true  mission  of  the  fund  is  to  support 
the  life-style  of  the  pensioner  in  the 
future.  This  is  accomplished  by  beating 
inflation  and  controlling  risk,  and  that 
requires  a  large  range  of  diversification 
opportunities.  There  are  some  who  are 
wary  of  investing  in  markets  about 


which  they  know  nothing.  Ehrlich 
shrewdly  observes  that,  "Complet 
dependence  on  outside  advisers  a 
managers     could  intensify  spon 
feelings  of  insecurity  regarding  for 
investment."  She  also  points  to  th 
costs  of  transactions  in  foreign  ma 
—  one  purchase  plus  one  sale  cou 
cost  six  percent  of  the  value  of  the 
securities  in  Japan,  or  as  much  as 
percent  in  Europe,  compared  to  c| 
of  two  percent  or  less  in  the  U.S 
Finally,  of  course,  there  are  the 
objections  of  the  Old  Guard.  As  or 
banker  groans,  "In  a  committee  o 
senior  worthies  — the  chief  financi 
officer  and  a  group  of  four  or  five 
people  in  their  late  fifties — at  leas 
of  them  will  have  simple,  gut-leve 
objections  to  overseas  investment 
can't  count  the  number  of  times 
heard,  'We'd  like  to  do  it  but  we  c; 
until  old  Fred  retires.' " 

Overcoming  all  these  objection 
required  concerted  salesmanship  t 
pioneers  working  among  the  hostile 
natives.  One  American  working  for 
British  bank  reckons  he  has  visited 
each  of  the  280  funds  with  over  $1 
million  in  assets  at  least  once,  usu 
several  times.  Progress  is  slow  but 
steady.  He  finds  it  easier  to  sell  to 
corporations  headquartered  outsid 


f  the  world's  biggest 
at  December  31, 19 


volume  on  major  stock  e; 
as  at  December  31,  1981 


United  Kingdom 

Wes*  Germany 

Switzerland 

France 

Italy 

Netherlands 


in  US  $  billion 
166 
63 
40 
38 
23 
17 


Total  Europe 


Japan 
Australia 
Hong  Kong 
Singapore 


347 

398 
53 
34 
30 


Total  Far  East 


U.S.A. 
Canada 


516 

1,140 
105 


Total  North  America  1,245 
World  Total  2,107 


U.S.A. 
Japan 
U.K. 
Canada 
Hong  Kong 
West  Germany 
France 
Italy 

Austraiia 

Singapore 

Netherlands 

Mexico 

Others 


in  US  $  billior 

395 
218 
33 
24 
19 
14 
12 
10 

8 

6 

4 

4 

7 


/Vorld  Total 


r54 


Source:  Julius  Baer  Group,  Zuric 
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What  pension  fund  sponsors 
like  most  about  Morgan 
for  international  diversification 


Member  FDIC 


Some  of  the  Morgan  officers  responsible  for  international  investment  management  share  news  and  trend  data  at  a  meeting  in  London.  Shown,  from 
left,  are  Rudolph  Leuthold,  Walter  Zinsser,  and  Bernard  Rattray,  London;  Nancy  Kyle,  New  York;  Mark  Tapley  and  Chilton  Thomson,  London. 


Diversifying  pension  fund  portfolios 
nternationally  calls  for  a  combination 
if  knowledge,  experience,  and  skill.  To 
ichieve  consistent  performance  you 
leed  these  characteristics  in  depth, 
rear  after  year  pension  fund  sponsors 
find  Morgan  has  the  credentials. 

Morgan  pioneered  the  concept  of 
ictively  managed,  internationally  diver- 
sified portfolios  for  U.S.  pension  fund 
licnts  in  1974.  Since  then  we  have 
produced  an  average  annual  rate  of 
return  that  consistently  has  beaten  the 
standard  indexes -with  a  lower-than- 
lverage  risk  profile. 

Our  professional  specialists 
rhere  are  many  reasons  for  this  supe- 
rior performance,  but  there's  one  that 


clients  cite  most  often  when  choosing 
Morgan:  "It's  the  quality  and  depth  of 
your  people."  Consider  these  facts: 

□  Our  international  investment 
management  group  comprises  many 
nationalities. 

□  It  includes  engineers,  lawyers, 
and  economists— as  well  as  investment- 
trained  bankers. 

□  Our  managers  average  10 
years  of  professional  investment  experi- 
ence, in  the  U.S.  and  overseas. 

□  Most  have  trained  in  Morgan's 
investment  research  department. 

Resources  and  support 
This  highly  professional  group  also  has 
immediate  access  to  Morgan's  special 
multinational  resources,  including  our 


team  of  international  economists  and 
the  bank's  worldwide  foreign  exchange 
capabilities.  The  international  invest- 
ment group  is  headquartered  in  Lon- 
don and  has  experts  stationed  in  Tokyo, 
Hong  Kong,  Paris,  Geneva,  and  New 
York.  All  of  this  activity  is  linked  by  a 
communications  system  that  keeps 
everyone  up  to  the  minute  on  market 
developments  and  opportunities. 

Get  more  details 
Ask  the  industry  leader  to  help  you  de- 
fine your  international  needs  and  ob- 
jectives. Write  or  call  John  L.  Griffith  Jr., 
Vice  President,  Morgan  Guaranty 
Trust  Company,  9  West  57th  Street, 
New  York,  NY  10019.  Telephone 
(212)  826-7578. 


The  Morgan  Bank 


Nymphenburg  Castle  in  Bavaria 


This  hardly  looks 
like  the  hub  of  an  international 
financial  network* 


Bavaria's  historical  sites  and  traditional 
Bavarian  friendliness  are  appreciated  the 
world  over.  Yet,  few  are  aware  of  the  modern, 
international  outlook  of  its  institutions. 

Bayerische  Landesbank,  for  instance,  is 
not  only  one  of  Germany's  top  banks,  it's  also 
one  of  the  country's  most  outward-looking. 
Our  global  facilities  include  a  wholly-owned 
subsidiary  in  Luxembourg,  full-service 
branches  in  London,  New  York,  and  Singa- 
pore plus  offices  in  Johannesburg,  Toronto, 
and  Vienna  as  well  as  our  correspondent 
network  around  the  world. 

Through  a  growing  international  presence 
our  capabilities  range  from  buyers'  credits 


Luxembourg,  from  interbank  money  dealing 
operations  to  Eurobond  issues. 

With  a  balance  sheet  total  exceeding 
DM  90  billion  our  resources  are  substantial. 
Also,  we're  bankers  to  the  State  of  Bavaria, 
and  an  integral  part  of  Germany's  most 
powerful  financial  organization,  the  Spar- 
kassen  network. 

Moreover,  we  are  authorized  to  issue  our 
own  DM  bonds,  an  attractive  investment  for 
institutional  investors  wanting  to  spread  their 
currency  risk. 

Bavarians  have  a  reputation  for  drive  and 
friendliness  whrch,  combined  with  our 
international  outlook,  makes  our  name  worth 


in  the  Far  East  to  roll-over  credits  in  remembering. 

/  Bayerische  Landesbank 


International  Banking  with  Bavarian  Drive  and  Friendliness 


Girozentrale 


Centra!  Office:  BnennerStrasse  20, 8000  Munchen  2, Tel.:  (89)  21 71 -01, Telex:  5286270,  Cables:  Bayernbank  Munich. 
Branches:  London,  Tel.:  726-6022;  New  York,111  East  50thStreet,  New  York,  N.Y1QQ22,  Tel.:  (212)  310-9800,  Telex:WUI 
661722  bayland  ny;  Singapore,  Tel.:  2  22  69  25.  Subsidiary.  Bayerische  Landesbank  International  S.A.,  Luxembourg, 
Tel.:  475911-1.  Representative  Offices:  Toronto,  Tel.:  862-8840.  Vienna,  Tel.:  663141;  Johannesburg,  Tel  8381613. 


The  marketplace  demands 
speed,  worldwide. 

Manufacturers  Hanover  moves. 


From  Tokyo  to  Topeka,  Manufacturers  Hanover 
keeps  money  moving  24  hours  a  day,  for  businesses, 
governments,  and  financial  institutions  worldwide. 

Our  global  network  of  more  than  1 00  facilities 
working  with  some  4,700  domestic  and  overseas 
correspondent  banks,  provides  a  key  link  to  1 30 
countries  around  the  world. 

Our  services  range  from  import/ export  financing 
and  foreign  exchange  transactions  in  every  convertible 
currency  to  participating  in  the  FAST  program,  which 
transfers  stock  certificates  automatically. 

Credit.  Operations.  And  the  integration  of  both  to 
create  a  total  financial  relationship  of  the  highest 
standards— anywhere  in  the  world.  The  marketplace 
demands  it.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  source.Worldwide. 
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New  York  area.  "People  outside  New 
York  are  glad  to  see  you,"  he  com- 
ments. S.G.  Warburg,  one  of  his  bank's 
major  rivals,  has  surprisingly  persuaded 
Jewell  Tea,  that  archetypically  domestic 
institution,  to  invest  abroad. 

THE  MORGAN  INHERITANCE 

Warburg  was  one  of  the  early  en- 
trants into  this  field,  but  the  original 
pioneer  still  holds  over  half  the  market 
and  shows  no  signs  of  relaxing.  Morgan 
Guaranty  gained  success  through  some 
good  judgment,  some  guts  and  a  little 
luck.  The  luck  was  inherited  from  the 
great  J. P.  Morgan  himself.  In  his  later 
years,  J. P.  and  his  friends  spent  a  good 
portion  of  their  time  sampling  the  plea- 
sures of  Europe.  These  "high  net  worth 
individuals  not  resident  in  the  United 
States,"  as  the  bank  now  refers  to 
them,  required  reliable  management  of 
their  ample  funds  overseas.  As  a  result, 
Morgan  retained  a  group  of  internation- 
al financial  analysts  in  its  Paris  office  at 
a  time  no  other  bank  had  such  a  capa- 
city. Morgan  was  therefore  in  a  strong 
position  to  take  advantage  of  two  im- 
portant events — the  repeal  of  the 
Interest  Equalization  Act  in  1973,  and 
the  passage  of  the  Employee  Retire- 
ment Income  Security  Act  (ERISA)  in 
1974.  The  first  had  posed  an  insuper- 
able fiscal  barrier;  the  second  changed 
the  direction  of  pension  policy,  moving  it 
toward  the  preservation  of  the  fund's 
purchasing  power.  Morgan  went  further 
than  merely  directing  some  clients 
toward  small-scale  foreign  investment. 
Instead  it  issued  the  now  famous 
"Morgan  Letter",  informing  clients  that 
a  suitable  proportion  of  the  bank's 
managed  funds  would  be  invested  over- 
seas unless  prompt  and  cogent  objec- 
tions were  raised.  Legend  has  it  that 
Morgan  submitted  the  draft  to  its  law- 
yers expecting  some  objections.  The 
lawyers,  however,  insisted  that  the  bank 
would  be  neglecting  its  duty  if  the  letter 
were  no!  sent  out,  and  as  one  admiring 
observer  notes.  "It  was  one  of  the  best 
investment  decisions  made  by  a  bank  in 
the  1970s." 

Almost  simultaneously,  the  Ford 
Foundation  approached  S.G.  Warburg 


and  three  other  banks  and  asked  to 
have  a  modest  proportion  of  its  funds 
invested  and  managed  abroad.  Signifi- 
cantly, none  of  the  four  banks  was 
American,  and  it  remains  the  case  that 
American  investors  feel  they  need  local 
advice  for  managing  funds  in  foreign 
assets.  "Even  larger  banks,"  writes 
Ehrlich,  "that  have  become  active  in 
foreign  asset  management  had  initially 
to  intensify  their  knowledge  in  certain 
relevant  areas,  while  others  had  to  work 
from  a  much  lower  base  to  acquire 
expertise." 

In  the  eight  years  since  Morgan's 
initiative,  a  number  of  banks  have  tried 
to  protect  their  enormous  pension  inter- 
ests by  broadening  the  investments  they 
offer.  They  range  in  size  from  Citibank 
—  Morgan's  chief  rival,  though  still  with 
only  a  fraction  of  its  assets — to  Girard 
Bank,  with  a  mere  $800  million  under 
management  Some  have  not  been  en- 
tirely successful,  such  as  Mellon  Bank 
in  its  partnership  with  the  venerable 
Pictet  of  Geneva.  In  fact,  it  has  been 
entrepreneurial  institutions,  not  the 
monolithic  giants,  that  are  making  their 
marks  and  acquiring  positions  which 
their  big  rivals  will  find  increasingly  hard 
1o  dislodge.  For  it  is  not  power  that 
counts,  but  expertise,  and  this  expertise 
belongs  to  the  relatively  small  institu- 
tions of  London  and  Edinburgh,  Geneva 
and  Zurich.  Among  Morgan's  more  suc- 
cessful rivals  some  major  London  mer- 
chant banks  have  acquired  a  great  deal 
of  business  —  for  example,  Warburg, 
Schroder's,  Robert  Fleming  and  Morgan 
Grenfell.  (Fleming  was  founded  by  the 
Scottish  clerk  of  the  same  name  in 
1870.  The  family  has  been  prominently 
involved  in  the  bank's  management 
ever  since,  although  Robert's  grandson 
Ian  Fleming  strayed  from  the  flock  to 
write  James  Bond  spy  thrillers).  In 
Edinburgh,  Ivory  and  Sime  and  Murray 
Johnstone  were  quick  to  take  advan- 
tage of  the  new  market,  as  were 
Lombard  Odier  in  Geneva  and  Julius 
Baer  in  Zurich.  Then  there  are  the  wild 
cards  in  the  pack:  the  recently-formed 
G.T.  of  London;  the  international  arm  of 
Fidelity  Group  in  Boston;  and  the  Capital 
Guardian  Trust  Company,  producers  of 


indices  of  international  investment 
performance. 

A  few  of  these  firms  went  it  alon 
while  others  looked  for  partners  art 
U.S.  insurance  companies  and  inve 
ment  advisers  anxious  to  keep  upv 
new  developments  but  lacking  theii 
expertise.  The  most  successful  of  t 
joint-venture  arrangements  thus  far 
between  T.  Rowe  Price,  investment5 
advisers,  and  Robert  Fleming.  Otha 
partnerships,  such  as  the  arrangenj 
between  S.G.  Warburg  and  Aetna  ii 
ance  group,  have  not  been  as  succ 
ful  and  had  to  be  dissolved  in  favor 
other  marketing  efforts. 

In  theory,  the  pioneers  should  i 
faced  hard  times  in  the  last  year 
because  of  the  strength  of  the  dolla 
and  the  unprecedentedly  high  retuf 
available  on  T-bills  and  other  short-l 
instruments.  In  fact,  Tony  Thomson 
Morgan  Guaranty  explains,  "Even 
though  cash  returns  in  dollars  soare 
and  the  dollar's  strength  multiplied  I 
loss  on  investments  in  other  currera 
the  effect  was  not  as  dramatic  as  a 
that.  When  you  are  talking  about  Efi 
institutions  you're  talking  about  venl 
long  horizons,  up  to  two  years.  Sol 
number  of  major  pension  plans  ha\J 
gone  ahead  with  their  decisions  for] 
foreign  investment,  and  others  havd 
added  to  their  investments  abroad.'' 

JAPAN:  THE  MAIN  ATTRACT! 

Now,  of  course,  with  yields  turn] 
and  question  marks  hanging  over  ts 
dollar,  the  time  should  be  ripe  for  ar 
increased  commitment  abroad.  "Tfl 
dollar  is  overvalued  on  a  total  return 
basis,"  declares  Helmut  Saurer  of  : 
Julius  Baer.  "A  lot  of  American  marl 
gers,  particularly  in  manufacturing  c 
panies,  are  very  aware  that  the  dolli 
overvalued,"  says  Thomson,  "sopfl 
who  were  worried  that  the  dollar  m| 
move  up  now  see  a  currency  and  aj 
marketing  opportunity  opening  up.'  1 
Street's  strength  can  work  in  favor  a 
ternational  diversification.  "It's  a  tv» 
way  pull,"  says  Martin  Wade  of  Row 
Price-Fleming.  "When  Wall  Street* 
very  depressed  investors  hated  to  ta 
money  out.  The  opportunity  cost  is  a 
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much  less  now.  They're  reasoning  that 
we've  had  a  good  run  in  Wall  Street  and 
not  much  of  a  response  from,  say, 
Japan." 

At  the  moment,  Japan  is  the  biggest 
draw.  Japanese  stockbrokers  are  trying 
to  induce  funds  to  invest  directly  into 
their  market  rather  than  investing 
through  Anglo-Saxon  intermediaries. 
Japan  is  attractive  because  it  is  the 
largest  market  outside  of  the  U.S.,  ac- 
counting for  40  percent  of  stock  market 
capitalization  outside  of  North  America; 
and  because  it  is  much  more  volatile 
than  other  markets,  accounting  for  half 
the  non-U. S.  trading  volume.  Internation- 
al fund  managers  are  fully  aware  that  if 
they  do  not  have  at  least  one-third  of 
their  funds  tied  up  in  Japan,  they  are 
not  presenting  their  clients  with  a 
balanced  portfolio.  Yet,  as  Martin  Wade 
points  out,  sometimes  the  risk  has  to  be 
taken.  Rowe  Price-Fleming  was  pre- 
pared to  take  the  risk  over  the  past  year 
and  concentrate  on  liquid  investments 
in  dollars.  "We  felt  the  Japanese 
government  was  not  responding  to  the 
informal  financial  crisis.  But  recently 
we've  become  much  more  optimistic. 
At  a  time  when  the  charts  said  the  yen 
was  going  right  down  to  300  to  the 
dollar  it  nevertheless  stabilized  at  260  to 
270,  and  we  felt  this  was  a  good  sign." 
Saurer  is  even  more  confident.  "We 
expect  the  yen  to  increase  in  value  by 
ten  percent  or  more  over  the  next 
twelve  months."  He  sees  the  Japanese 
bond  market  as  the  best  prospect. 

OPPORTUNITIES  IN  BOND 
MARKETS 

To  Tony  Thomson  of  Morgan,  bonds 
are  an  "opportunisitic  alternative  to 
equities,  combining  the  global  trend  of 
lower  interest  rates  with  currency  as 
kicker."  To  Saurer.  "The  opportunities 
in  the  bond  market  are  so  good  you 
don't  need  to  take  the  equity  risk." 
Again  he  prefers  Japan,  where  the 
negative  yield  difference  from  American 
bonds  dropped  to  four  percent,  down 
from  seven  to  eight  percent  a  few 
months  ago.  "Other  currencies  do  not 
offer  the  same  opportunities,"  he  notes, 
"the  guilder  and  Deutschmark  are 


simply  not  as  undervalued;  the  pound 
sterling  is  in  the  same  bracket  as  the 
dollar  and  doesn't  offer  the  same 
yields."  Saurer  sees  more  opportunities 
in  zero-coupon  bonds  and  bonds  with 
warrants  attached.  Zeros  do  not  pay  an 
income  to  the  investor;  instead  they  pay 
an  equivalent  total  capital  gain  at 
maturity.  Since  they  are  sensitive  to 
interest  rates  they  have  risen  in  value 
by  forty  percent  from  their  low  points 
over  the  last  few  months.  Bonds  with 
warrants  attached,  which  enable  the 
investor  to  purchase  more  bonds  at  the 
same  rate  as  the  original  issue,  have 
not  yet  caught  up  with  market  changes. 
Bonds  issued  by  first-class  corporations 
such  as  Georgia-Pacific  and  Atlantic- 
Richfield  look  like  bargains  to  many 
observers. 

Finally,  Saurer  sees  some  good 
buys  among  companies  in  out-of-fashion 
sectors.  "The  market,"  he  claims,  "is 
overdoing  things,  and  the  spread 
between  AAA  and  bonds  of  lesser  quali- 
ty is  now  too  high.  Solid  concerns  like 
Inco,  Alcan  and  Alcoa  have  suffered  un- 
duly because  they  are  in  unfashionable 
sectors." 

Popularity  can  be  determined  by 
politics  as  well  as  an  industrial  sector. 
"We  have  to  talk  politics  a  great  deal  in 
international  investment,"  says  Wade. 
For  example,  "There  is  entrenched 
cynicism  in  the  U.S.  against  Britain.  But 
whatever  you  think  about  the  manage- 
ment of  the  economy,  there  is  a  large 
and  liquid  stock  market  and  many  dead 
sectors  —  such  as  motors  and  utilities 
—  are  not  represented  at  all.  That  helps 
investment.  We  have  counselled  our 
clients  to  take  the  United  Kingdom 
seriously." 

COMMINGLED  FUNDS  AND  THE 
NEXT  EMPRESS 

Smaller  investors  who  do  not  have 
the  luxury  of  tailor-made  portfolios  can 
look  to  commingled  funds  of  either 
bonds  or  equities.  These  funds  were  pi- 
oneered by  Morgan  but  are  now 
available  from  most  of  the  competitors. 
Some  have  placed  a  portion  of  their 
own  pension  funds  in  the  commingled 
fund  as  a  healthy  start.  Ideally  these 


funds  should  be  actively  managed 
fixed  income  funds,"  notes  Adler, 
mestic  or  foreign,  necessarily  incli 
degree  of  active  management  as  t 
mature  and  must  be  replaced."  Bi 
Ehrlich  notes  that  many  of  these  ft 
will  be  privately  referred  to  as  "clc 
index  funds"  confined  to  "blue-chi 
investments  in  the  most  advanced 
industrialized  countries." 

A  larger  client  can,  of  course, 
expect  more  personalized  treatme 
There  could  even  be  some  fun.  Fo 
instance,  clients  of  Grieveson  Grar 
one  of  London's  most  internationa 
oriented  stockbrokers,  can  receive 
prehensive  service  with  weekly  rep 
from  major  markets.  Recent  repor 
have  taken  into  account  political  u| 
such  as  the  general  election  in  Sw 
which  brought  the  Socialists  back 
power.  Even  Romance  is  taken  into 
account.  In  a  recent  edition  of  thei 
Japanese  Weekly  Review,  GG  note 
"Now  that  the  Royal  Wedding  in  Lc 
is  over,  attention  is  being  turned  to 
event,  as  yet  unplanned,  in  Japan. 
Prince  Hiro,  eldest  son  of  the  Crow 
Prince  and  thus  direct  heir  to  the 
Emperor,  is  22  years  old  and  the  p 
cess  of  selecting  a  bride  has  begui 
Alas  for  American  girls.  Not  only  m 
the  potential  bride  be  pure  Japane; 
but  among  the  other  fifteen  conditi' 
she  must  meet: 

•  she  must  never  have  been 
employed,  because  "an  emi 
cannot  have  former  superio 

•  she  must  never  have  been 
featured  in  gossip  columns 
magazines;  and 

•  her  father  must  never  have 
an  extramarital  affair. 

Many  would  say  this  list  excludes  v 
ally  everybody.  But  contemplating  t 
marriage  problems  of  the  Royal  Jap 
ese  Family  cannot  be  that  much  mi 
confusing  than  selecting  the  next  o 
tunity  in  foreign  currency  zero-coup 
bonds. 

Nicholas  Faith  is  a  widely  respecter 
international  financial  writer.  He  is : 
tributing  editor  at  Euromoney  maga 
and  author  of  "Safety  in  Numbers. ' 
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Thrift  is  a  virtue  Mark  Taper  has  practiced 
all  his  business  life,  which  is  why  merger 
partners  come  to  him. 


"We  despised 
waste" 


By  John  Me r win 


If  it  goes  through  next  year,  the 
recently  announced  merger  of  the 
nation's  third-  and  fourth-largest 
savings  and  loan  associations — Cali- 
fornia Federal  and  First  Charter  Fi- 
nancial Corp. — will  be  a  monument 
to  the  thrifty,  conservative  business 
practices  of  S.  Mark  Taper,  the  last  of 
the  remarkable  breed  of  California 


S&L  pioneers  that  included  Howard 
Ahmanson,  Joe  Hoeft,  Bart  Lytton  and 
Joe  Crail.  For  years  Taper  has  run  his 
own  show  with  an  iron  hand,  and 
there  are  plenty  who  doubt  whether 
the  irascible  Taper  will  ultimately 
yield  the  controls  to  anyone  else. 

"There  has  been  sharp  change  in 
the  environment,"  explains  Taper,  80. 
"We've  got  to  compete  with  Citibank, 
Chase  Manhattan,  American  Express 


and  Sears."  So  he  proposes  to  combine 
First  Charter's  102-branch  American 
Savings  system  with  Cal  Fed's  147 
branches  in  order  to  create  a  $20  bil- 
lion (assets)  company,  $5  billion  larg- 
er than  the  current  S&L  leader,  H.F. 
Ahmanson  Co.'s  Home  Savings,  also 
of  California. 

Cal  Fed,  an  innovative  firm,  has 
been  laying  plans  to  expand  into  other 
businesses — stock  brokerage,  trust 
work.  Cal  Fed  already  operates  in  oth- 
er states.  It  owns  S&Ls  in  Georgia  and 
Florida.  But  if  Cal  Fed  brings  innova- 
tion to  the  merger,  Taper's  First 
Charter  brings  something  more  im- 
portant: capital  reserves  that  are 
greater  than  any  other  firm's  in  its 
devastated  industry.  And  even  though 
Taper  is  prepared  to  take  a  backseat  in 
the  merged  company's  manage- 
ment— while  exerting  influence  as  its 
largest  shareholder — he  is  quick  to 
make  clear  that  troubled  Cal  Fed, 
with  net  worth  down  to  $300  million, 
came  to  him.  "We've  always  been 
known  more  or  less  as  an  invincible 
organization,"  says  the  Polish-born, 
British-bred  Taper  in  the  accent  of 
west  London  that  he  has  retained 
through  43  years  in  the  U.S. 

That  is  no  mere  boast.  Though  with 


First  Charter  Financial  Chairman  S.  Mark'  Taper 

Willing  to  swap  his  conservatism  for  Cal  Fed's  adventuresome  expansion. 


80 
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OVER  ONE  MUION  AMERICAN 
WORKERS  WILL  CALL  IN  SICK  TODAY, 


In  fact,  more  than  330  mil- 
lion workdays  are  lost  each 
year  due  to  health-related 
causes. 

It's  enough  to  make  most 
companies  sick. 

Not  only  because  of  the 
billions  of  dollars  it  costs  busi- 
ness every  year  in  medical 
expenses  and  lost  productiv- 
ity but  in  terms  of  employees' 
well-being. 

One  way  or  another, 
business  pays  for  unhealthy 
workers. 

But  there  is  an  alternative. 
Many  forward-thinking  com- 
panies are  finding  that  a  com- 
mitment to  the  "wellness"  of 
their  employees  can  pay  sub- 
stantial dividends. 

The  Metropolitan  Life 
Foundation,  a  nonprofit  in- 

I  1982  Metropolitan  Life  Foundation,  New  York,  N  Y 


stitution,  has  taken  a  leader- 
ship role  through  its  active  in- 
volvement in  the  promotion  of 
effective  health  and  safety 
programs  at  the  worksite. 

The  Foundation  can  help 
you  plan  and  implement  these 
programs  in  conjunction  with 
community-based  health  or- 
ganizations such  as  local  Y's, 
Red  Cross  chapters,  heart 
associations,  cancer  societies, 
lung  associations,  safety  coun- 
cils and  community  hospitals. 

These  programs  are  de- 
signed to  eliminate  the  causes 
of  most  employee  illness: 
stress,  smoking,  alcoholism 
and  drug  abuse,  hypertension 
and  lack  of  proper  nutrition. 
Other  programs  include  acci- 
dent prevention  and  defen- 
sive driving,  exercise  classes, 


First  Aid  and  CPR  training. 

We  have  seen  such  pro- 
grams help  reduce  health 
care  costs  for  all  kinds  of 
companies. 

But,  most  importantly 
these  programs  can  help 
workers  live  happier, 
healthier,  longer  lives. 

And  that's  one  bottom 
line  worth  working  for. 

For  more  information  on 
how  you  can  put  these  pro- 
grams to  work,  contact  the 
Metropolitan  Life  Foundation, 
Box  F  One  Madison  Avenue, 
New  York,  New  York  10010. 


Metropolitan 

Life  Foundation 


"I  wanted  American  Sav- 
ings to  be  absolutely  im- 
pregnable, and  it  is,"  says 
Taper  proudly.  "When  the 
rough  times  came,  we  were 
able  to  withstand  every- 
thing and  still  have  the  big- 
gest reserves  of  anybody." 


$9.3  billion  assets  First  Charter's  net 
worth  is  taking  a  hammering  along 
with  most  of  the  industry — from  $800 
million  two  years  ago  to  about  $650 
million  by  the  end  of  this  year — 
Taper's  operation  is  rock  solid.  Its 
capital  and  reserve-to-loans  ratio  is 
the  industry's  healthiest.  And  its  low 
administrative  expenses  are  a  legend 
in  the  business — right  now  holding  at 
two-thirds  the  industry  average. 

To  Mark  Taper — a  generous  man 
when  backing  the  arts  in  southern 
California — it  is  a  simple  proposition 
of  business:  Low  expenses  enable  a 
company  to  withstand  the  bad  times, 
make  more  money  in  good  times. 
Thus,  the  man  whose  name  graces  a 
theater  at  the  Los  Angeles  Music  Cen- 
ter furnishes  his  own  smallish  office 
with  plain,  inexpensive  green  carpet 
and  the  most  rudimentary  stick-and- 
foam  office  furniture.  He  is  renowned 
for  bringing  his  lunch  in  a  brown  bag, 
then  cruising  the  halls  at  1:00  p.m.  to 
see  who  has  returned.  Taper  held  the 
purse  strings  tight  on  shareholders, 
too.  Until  five  years  ago  he  didn't  pay 
a  dividend.  His  company  is  known  for 
letting  competitors  innovate  and  ab- 
sorb the  risk,  then  jumping  in  when 
Taper  feels  it  is  safe.  "I  wanted  Ameri- 
can Savings  to  be  absolutely  impreg- 
nable, and  it  is,"  says  Taper  proudly. 
"When  the  rough  times  came,  we 
were  able  to  withstand  everything 
and  still  have  the  biggest  reserves  of 
anybody." 

Taper  came  by  his  conservatism  in 
a  lifetime  that  has  spanned  two  conti- 
nents and  three  separate  entrepre- 
neurial businesses.  Born  on  Christ- 
mas Day,  1901,  just  outside  of  War- 
saw, he  emigrated  with  his  family  two 
years  later  to  London,  where  several 
uncles  lived.  Taper  was  reared  in  a 
three-room  west  London  house  with  a 
privy  out  back  and  educated  in  British 
schools,  where  he  had  to  double  as 
teacher  of  younger  classmates  be- 
cause his  own  teachers  had  been 
called  off  to  World  War  I. 

There  were  lasting  lessons  in  the 
wartime  privations.  "In  England  we 
despised  waste,"  he  explains.  "I  re- 
member at  school  we  used  to  write  on 
both  sides  of  a  piece  of  paper.  You 
never  wasted  string  either.  You  un- 
tied the  knots  and  saved  it.  String  and 
paper  were  hard  to  come  by.  Waste 
was  evil." 

Nonetheless,  customers  like  conve- 
nience. Taper  recalls  buying  candy  by 
the  box  and  selling  it  to  his  school- 
mates by  the  piece  "for  a  few  far- 
things." Later,  having  studied  real  es- 
tate appraisal  at  a  business  school,  he 
bought  his  own  residential  real  estate 
firm  at  age  27.  He  also  bought  a  car  to 


show  clients  around  in— an  innova- 
tion for  that  time  when  London  house 
seekers  were  sent  on  tours  of  available 
premises  by  whatever  public  trans- 
port was  available. 

In  the  1930s  Taper  was  building 
homes  in  Britain,  and  by  1938 — when 
he  was  not  yet  40 — he  had  retired,  with 
thoughts  of  emigrating  to  America 
ahead  of  the  war  looming  in  Europe.  In 
1939  he  settled  with  his  wife  and  three 
children  in  Long  Beach,  Calif. 

During  the  war,  swelling  ranks  of 
Douglas  Aircraft  workers  needed 
housing  near  Long  Beach,  so  Taper 
came  out  of  retirement  and  jumped 
back  into  home  construction.  Even- 
tually he  built  35,000  homes  in  Los 
Angeles  and  Orange  counties,  before 
again  dropping  out  of  the  business 
in  1955. 

Meanwhile,  he  started  a  bank  and  an 
S&L,  figuring  many  returning  GIs 
knew  home-building,  but  few  under- 
stood financing.  As  the  California 
economy  exploded,  so  too  did  home- 
building  and  S&Xs.  Taper  bought 
more  S&Ls,  building  First  Charter  into 
the  U.S.'  third  largest  by  the  1960s. 

In  the  1960s  and  1970s  Taper 
brought  a  handful  of  young  presidents 
into  First  Charter,  only  to  shuffle 
them  out  the  door  later.  "These  men 
have  been  fine,"  says  Taper,  fingering 
the  lapel  of  a  natty  blue  pinstripe.  "As 
you  know,  the  economy  goes  in  cy- 
cles. I  haven't  always  believed  that 
there  was  enough  attention  being  giv- 
en to  change."  One  of  his  presidents 
lasted  ten  weeks,  although  others  re- 
mained in  power  for  a  few  years  before 
ultimately  handing  in  their  resigna- 
tions. The  company,  of  course,  was 
always  very  much  the  extension  of 
Mark  Taper,  including  its  board  of 
directors.  Among  its  eight  members 
are  Taper  himself,  his  daughter,  two 
insiders,  plus  the  company's  invest- 
ment banker  and  lawyer.  Taper's  per- 
spective? That  many  industry  leaders 
learned  the  business  from  him,  pain- 
ful though  it  may  have  been.  "A  few 
years  ago  they  threw  an  alum  dinner 
for  me,"  he  glows.  "Must  have  been 
200  people  there." 

But  recognizing  in  the  "changed  en- 
vironment" a  threat  to  the  narrowly 
focused  S&L,  Taper  agreed  in  October 
to  trade  his  35%  ownership  of  First 
Charter — worth  about  $150  million  at 
recent  stock  prices — for  20%  or  so  of 
the  proposed  merger,  $20  billion  First 
Federal  of  America.  Mutually  owned 
Cal  Fed,  which  is  known  for  its  well- 
appointed  branches  and  offices,  has 
been  seeking  a  way  to  raise  fresh  cap- 
ital for  over  a  year.  Taper,  surely,  will 
show  it  how  to  do  that  and  more:  He 
will  show  it  how  to  survive.  ■ 
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You've  always  had  sound  business  reasons 
for  investing  in  a  new  King  Air. 

Congress  just  created  an  incentive  for 
doing  it  in  1982. 


It  doesn 't  take  an  act  of  Congress  to  lead 
most  companies  into  buying  Beechcraft 
King  Airs. 

For  years,  the  quality,  fuel-efficiency, 
resale  value,  and  reliability  Beech  builds 
into  these  aircraft  have  more  than  sufficed 
to  make  them  the  world's  best-selling  busi- 
ness jetprops. 

Nevertheless,  Congress  must  be  given 
its  due: 

On  January  1st,  1983,  a  new  tax  law  will 
go  into  effect. 

A  law  that  seeks  to  raise  $50.5  billion 
more  in  taxes  from  business  by  1986. 

A  law  that  trims  back  the  capital  invest- 
ment incentives  offered  under  the 
Economic  Recovery  Act  of  1981. 

A  law  that  serves  to  make  the  purchase 
of  a  new  King  Air  all  the  more  attractive  for 
your  company  yet  this  year. 


Immediate  tax  advantages. 

By  putting  a  new  King  Air  to  work  for  your 
company  before  year-end,  you  can  still  lock 


in  the  favorable  tax  and  cash  flow  advan- 
tages provided  under  the  1981  tax  laws: 

A  full  first  year's  15%  depreciation.  A 
no-strings  10%  Investment  Tax  Credit.  And 
liberalized  tax  recapture  provisions  for 
investments  held  less  than  five  years. 

All  of  which  can  substantially  enhance 
your  company's  after-tax  profit  picture— in 
many  cases  yielding  enough  positive  cash 
flow  (over  $250,000  in  one  recent  example) 
to  more  than  offset  the  airplane's  initial 
acquisition  outlay. 


The  long-term  benefits. 

Of  course,  any  business  aircraft  you  buy 
between  now  and  December  31st  will 
qualify  for  this  year's  tax  advantages. 


But,  over  the  years  to  come,  only  a 
Beechcraft  King  Air  can  provide  you  with 
the  versatility,  performance,  and  invest- 
ment security  of  the  world's  most 
successful  corporate  jetprop. 

Ask  any  Beechcraft  owner.  The  bottom 
line  speaks  for  itself:  You've  never  had  more 
sound  business  reasons  to  justify  owning  a 
new  King  Air.  Or  fewer  reasons  to  wait. 


Call  or  write  for  complete  information. 

To  find  out  more  about  how  a  new  King  Air 
fits  into  your  financial  strategy  for  this  year, 
simply  call  toll-free  1-800-835-7767  ext.  413, 
or  write  George  Rodgers'  office  at  the 
address  below.  He'll  be  glad  to  provide  all 
the  tax  and  financial  data  you  need— as 
well  as  complete  details  on  our  newest 
free-form  financing  and  leasing  options, 
our  extended  warranty  program,  and  our 
Gold  Card  buyer  protection  plan.  If  it's 
appropriate,  he'll  even  arrange  for  you  to 
use  a  new  King  Air  on  your  next  business 
trip.  So  you  can  see  for  yourself  why  more 
companies  invest  in  King  Airs  than  all  other 
jetprops  combined. 


Please  send  me  your  latest  King  Air  Facts  Kit, 
complete  with  full-line  brochures,  perform- 
ance data,  and  a  Capital  Recovery  Guide  for 
determining  the  actual  net  cost  of  King  Air 
ownership  for  my  company  this  year. 


I 


I  Name . 
!  Title  _ 


Company . 
Address  _ 

City  

State  


.Zip. 


j  Telephone . 


Mr.  George  Rodgers, 
Vice  President  of  Marketing 
Beech  Aircraft  Corporation, 
Dept.  KB,  Wichita,  Kansas 67201 
1-800-835-7767  ext.  413 


Beechcraft  King  Air.  Patiently  built  for  impatient  management.  p 


A  Raytheon  Company 


Member  General  Aviation  Manufacturers  Association 


Mellon  defines  banking  issues 


The  end  of  float 

Is  cash  managemen 


Taking  advantage  of  check  float  is  funda- 
mental to  cash  management  today.  But  float 
may  soon  disappear,  as  circumstances  force 
corporations  to  start  paying  their  bills 
electronically.  How  will  financial  officers 
and  their  bankers  manage  the  change? 

From  the  moment  the  treasurer  puts  a  check  in  the 
mail,  an  invoice  is  considered  paid.  The  "mailbox 
rule,"  a  custom  since  1818,  sets  the  postmark  on  the 
envelope  as  the  date  of  payment.  But  that  money 
won't  actually  leave  the  corporate  bank  account  for 
days,  perhaps  even  weeks.  So  the  same  money  that 
has  been  used  to  pay  the  bill  can  be  used  again  — 
invested,  or  left  in  a  bank  account  to  compensate 
for  loans. 

Taking  advantage  of  this  anomaly  — "playing  the 
float"  — is  fundamental  to  cash  management  today. 
Lengthening  float  time  can  contribute  substantially 
to  earnings:  for  each  million  dollars  disbursed, 
extending  float  by  one  additional  day  can  earn  a 
company  more  than  $100,000  per  year.  A  large  com- 
pany that  disbursed  $5  million  a  day  earned  more  than 
$1  million  a  year,  by  extending  its  float  a  few  days. 

But  float  is  an  anachronism,  arising  from  the 
inefficiencies  of  an  antiquated  paper  and  mail  based 
payment  system.  Now  the  elements  are  in  place  for  a 
new  payment  mechanism,  one  that  doesn't  rely  on 
checks  or  the  mailbox  rule.  Though  the  new  system's 
efficiencies  make  its  advent  inevitable,  the  loss  of 


float  has  been  an  obstacle  to  its  progress.  How  wil 
corporate  financial  officers  manage  the  change? 


The  current  controversy 


Since  the  early  1970s,  companies  have  slowed  dowl 
cash  outflows  by  increasing  float.  They  have  learnt 
to  "criss-cross"  payments,  drawing  checks  on  remc 
banks  and  mailing  them  from  distant  points.  By 
writing  checks  on  a  western  bank  and  mailing  ther 
from  the  South,  the  treasurer  of  one  midwestern 
company  stretched  his  float  to  more  than  fifteen 
days.  "Man's  ingenuity  can  be  startling,"  lamented 
Federal  Reserve  Bank  officer  in  1977,  "and  it  applie 
to  this  field  as  well." 

Federal  Reserve  banks  had  good  cause  to  complain 
Float  extension  techniques  were  exacerbating  the 
problem  of  "Fed  float"  — funds  the  Fed  makes  avail 
able  to  banks  before  the  checks  they  deposit  have 
actually  cleared.  Fed  float  more  than  doubled  in  a 
decade,  from  a  daily  average  of  $3.2  billion  in  1969 
$6.5  billion  in  1979. 

Concern  about  the  cost  of  that  float  led  to  provisioi 
of  the  Monetary  Control  Act  of  1980,  directing  the 
Fed  to  eliminate  float  or  to  charge  for  it.  The  Fed 
responded  by  instituting  charges  for  its  check- 
clearing  services,  and  by  designing  an  electronic  che 
collection  plan. 

The  effects  of  such  a  plan  are  still  being  debated  by  t 
Fed,  banks,  and  corporations.  What's  clear  is  that  t 
moving  from  a  paper  based  system  to  an  electronic  < 


First  of  a  series 


;unk? 

■  Fed  expects  to  reduce  float  and  increase  the  effi- 
icy  of  the  country's  payment  system. 

i  also  clear  that  regardless  of  the  Fed's  final  action, 
ssure  is  mounting  for  a  modernized  system  of 
porate  payments.  The  pressure  comes  from  the 
ng  volume  of  checks  being  processed  and  the 
ng  cost  of  processing  them. 

1945,  5.3  billion  checks  were  written  in  the  United 
tes;  in  1979  the  number  was  more  than  30  billion, 
s  estimated  that  the  average  check  is  handled  by 
banking  institutions  on  its  way  from  payer  to 
■ee.  Add  the  payer  and  payee,  and  the  total  is  4.4 
hanges  per  check:  more  than  132  billion  total 
hanges  in  1979. 

it's  only  the  start.  Within  the  banking  system 
h  check  is  handled  15  to  25  times  for  sorting, 
ry,  and  collection.  The  companies  themselves  and 
post  office  handle  each  check  7  to  12  times  for 
iling,  delivery,  collection,  and  accounting.  By  one 
mate,  in  1985  it  might  take  1.5  trillion  individual 
ck  handlings  just  to  keep  the  payment  system 
ctioning. 


emerging  new  system 


electronic  payment  system  can  save  business 
n  this  deluge  of  paper.  Using  this  system,  the 
pliers  account  is  credited  and  the  customer's 
Dunt  is  debited  simultaneously.  The  technology 
the  network  for  such  a  system  exist.  But  why 
uld  a  company  go  out  of  its  way  to  speed  up  its 
ments?  The  typical  treasurer's  attitude  has  been, 
i  pay  electronically  when  I'm  paid  that  way!" 

s  reluctance  is  beginning  to  lessen.  Fed  pricing 
float  reduction  efforts,  and  increased  mailing  and 
oessing  expenses,  are  forcing  companies  to  realize 
cost  of  paying  and  being  paid  by  check.  More 
lpanies  will  want  their  customers  to  share  in  these 
bs,  or  else  to  pay  electronically. 

porate  treasurers  are  beginning  to  consider  offer- 
higher  discounts,  or  longer  payment  terms,  to 
tomers  who  pay  them  electronically  in  immedi- 
ly  usable  funds.  These  alternative  credit  terms 


would  enable  disbursing  companies  to  make  up  for 
some  of  their  lost  float  by  sharing  in  the  efficiencies 
of  electronic  payment.  As  more  firms  begin  doing 
this,  a  new  payment  system  will  emerge. 

In  the  long  run,  the  new  payment  process  may  be  part 
of  an  electronic  system  embracing  all  inter-company 
transactions.  Electronic  data  interchange  could 
largely  replace  the  traditional  paper  flow  of  orders, 
invoices,  and  shipping  data,  as  well  as  payments. 


Banks  and  the  new  cash  management 


For  banks,  the  new  payment  system  will  mean  new 
challenges  from  non-bank  competitors  with  skills  in 
electronic  processing. 

Only  banks  will  be  able  to  offer  corporations  the 
continuity  of  processing  both  electronic  and  check 
payments.  And  banks  will  best  be  able  to  provide  the 
crucial  link  between  payment  services  and  credit 
services.  But  banks  will  have  to  offer  new  services  as 
well,  helping  corporate  treasurers  make  the  most  of 
the  new  electronic  cash  management  tools. 

These  new  tools  will  create  a  flow  of  financial  informa- 
tion more  accurate  and  more  accessible  than  ever 
before.  Executives  will  be  able  to  make  faster,  better 
decisions,  getting  the  most  out  of  every  available 
dollar.  Precision  will  replace  ambiguity  as  the  byword 
of  cash  management.  The  advantages  of  float  will 
have  vanished  — but  so  will  its  uncertainties. 


At  Mellon  the  challenges  of  electronic  banking  aren't 
new  to  us.  We've  been  recognized  as  a  leader  in  the 
field  for  almost  thirty  years.  Today  we're  applying 
state-of-the-art  computer  technology  to  corporate 
cash  management  systems  worldwide.  It's  one  more 
way  in  which  Mellon  provides  premier  financial 
services  to  corporate  customers. 

Mellon  Bank  and  Mellon  Financial  Services,  which 
provides  consumer  and  commercial  financing,  leas- 
ing, mortgage  banking,  and  loan  originations,  are 
subsidiaries  of  Mellon  National  Corporation. 


Mellon  Bank 

One  of  the  banks  that  define  banking 

For  more  information  on  this  subject,  write  the  Communications 
Office,  Mellon  Bank,  Mellon  Square,  Pittsburgh,  PA  15230. 


ncsc  arc  mounting  one  of  the  most 
ambitious  reactor  construction  pro- 
grams in  the  world.  By  1990  close  to  a 
third  of  japan's  electricity  will  come 
from  nuclear  power,  putting  Japan 
second  only  to  France  in  its  reliance 
on  nuclear  energy,  and  catapulting  it 
into  a  position  of  worldwide  techno- 
logical leadership. 

"It's  a  calamity  for  the  U.S.,"  de- 
clares Fred  Hollenbach,  vice  president 
of  Bechtel  Power  Corp.,  a  major  inter- 
national nuclear  contractor.  "We  have 
something  to  bring  to  the  party.  [But] 
the  Japanese  are  taking  the  initiative  in 
advanced  plant  design,  and  if  we  con- 
tinue building  no  new  plants  here,  U.S. 
utilities  may  well  look  to  Japanese 
manufacturers  for  future  business." 

Carl  Walske,  head  of  the  U.S. 
Atomic  Industrial  Forum,  a  trade  as- 
sociation, puts  it  more  bluntly:  "At  a 
cost  of  $100  million  for  a  new  reactor 
design,  manufacturers  don't  make 
them  just  to  see  what  they  look  like. 
Whoever  gets  the  new  orders  will  de- 
velop the  technological  edge." 

In  absolute  terms  the  U.S.  has  near- 
ly four  times  Japan's  megawatts  of 
installed  nuclear  capacity,  but  Japan's 
reliance  on  nuclear  power  is  growing 


The  4,696  Mic  Fukushima  Daiichi  nuclear  power  station,  the  world's  largest,  northeast  of  Tokyo 
After  computers,  television  and  autos,  another  big  Japanese  export? 
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Unlike  the  U.S.,  Japan  is  moving  full  speed 
ahead  with  atomic  energy.  It  will  be  a  grim 
irony  if  the  pupil' outsmarts  the  teacher. 


Japan: 
the  nuclear 
victor? 


»   *i     •*>*..•.;  ties  take  their  multibilhon-dollar  or- 

By  Carol  E.  Curtis  ,  ,        171        *u  1 

*   ders  to — where  else? — Japan,  the  only 

T|he  year  is  1990,  and  after  the  country  to  have  been  devastated  by  a 

third  oil  shock  U.S.  utilities  are  nuclear  bomb,  now  the  world  leader 

scrambling  to  get  back  into  the  in  nuclear  technology, 
nuclear  business.  They  turn  to  their       A  farfetched  plot?  Not  according  to 

old  reactor  suppliers,  General  Electric  some  of  the  most  experienced  nuclear 

and  Westinghouse,  only  to  find  that  experts  in  the  business  today.  For,  un- 

the  companies  have  shut  down  their  like  the  U.S.,  where  nuclear  energy 

reactor  building  capacity.  The  utili-  has  stagnated  for  a  decade,  the  Japa- 


Now  it's  easier  to  leave  word  anywhere 


Press  on  a  3M  Post-it"  Note  anywhere 
you  want  it  noticed.  It  stays  put  without 
tape,  tacks,  paper  clips  or  staples. 
The  secret  is  a  unique  3M  adhesive  that 
holds  on  almost  any  surface,  then 
peels  away  easily. 

The  idea  was  born  of  a  3M  employee's 
need  to  mark  pages  in  a  choir  book. 
But  it's  become  a  communications 
medium  that's  creating  a  minor  revolution 
among  note-leavers  everywhere. 


By  listening  to  people's  needs,  3M  has 
pioneered  over  700  products  for  office, 
training  and  business  problems.  We've 
developed  everything  from  correction 
tape  for  typists  to  microfilm  systems 
that  file  20,000  lines  a  minute  and  laser 
systems  that  find  any  of  108,000 
computer  data  frames  in  just  3  seconds. 
And  it  all  began  by  listening. 


3M  hears  you... 


For  your  free  3M  Office,  Training  and 
Business  Products  Brochure,  write: 
Department  060212/3M,  PO.  Bex  4039, 
St.  Paul,  MN  55104. 

Name  


Address. 
City  


.State. 


.Zip. 


Or  call  toll-free:  1-800-323-1718, 

Operator  366.  (Illinois  residents  cal 
1-800-942-8881.) 


While  we 
claim  no  monopoly 
on  luxury,  the  Buick 
Electra  Park  Avenue  is 
amply  endowed  with 
elegance  and 
refinement.  And  while 
all  Buicks  imply  a  certain  amount  of  prestige, 
the  Park  Avenue  is  the  most  prestigious  of  all 
Buicks.  Its  sophisticated  design  enhances  any 
environment.  Its  accommodations,  as  you 


Official  Car  of  the  XXIlhd  Olympiad 
Los  Angeles  1984 


|H    are  not 
merely 
luxurious,  but 
genuinely  sumptuous.  And  its 
niceties  are  very  nice  indeed.  Power  brakes, 
power  seats,  power  steering,  power  windows, 
power  door  locks,  and  air  conditioning,  for 
example,  are  not  optional  add-ons.  They  are 
standard  equipment.  We  invite  you  to  advance 
to  your  Buick  dealer,  for  a  close  inspection 

of  the  Electra  Park  Avenue.  Then,       -  p_)i  I  "j~fir  f^V^]"  f\S* 
buckle  up  your  seat  belt  and  Q )  i^i^  ..^X.^v 

pass  "Go."  Very,  very  comfortably.     WouMrit  you  really  rather  have  a 3uicfc? 
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This  year,  call  our  toll-free  number  and  give 
'  the  gift  of  Dewars"  "White  Label" " 
.  ,  fine  Scotch  whisky.  De war's. . . 


Void  where  prohibited  by  law.  Blended  So 
86.8  proof  •  ©  1982  Schenley  Imports  Co., 


at  nearly  2%  per  year  (see  chart,  p.  94). 
Japan's  nuclear  capacity  is  expected  to 
nearly  triple  by  1990,  with  the  addi- 
tion of  at  least  17  new  reactors. 

By  contrast,  the  U.S.  has  canceled 
70  nuclear  power  plants  since  1974. 
All  13  new  orders  since  then  have 
been  canceled.  U.S.  manufacturers 
have  not  sold  a  single  nuclear  reactor 
abroad  since  1979.  Judge  for  yourself 
who  will  have  the  up-to-date  engi- 
neering, the  knowhow  of  tomorrow. 

Equally  telling  is  where  Japan's  new 
plants  are  coming  from:  Japan.  Of  the 
24  nuclear  reactors  now  operating  in 
Japan,  23  were  built  by  GE  and  West- 
inghouse.  But  now,  the  1 1  under  con- 
struction are  98%  Japanese.  The  or- 
ders for  8  new  reactors  are  going  100% 
to  Japanese  companies. 

In  the  U.S.,  where  vociferous  parti- 
sans apparently  want  to  repeal  the 
atom,  the  idea  that  such  growth  could 
be  occurring  in  the  country  with  the 
memory  of  Hiroshima  and  Nagasaki 
is  little  short  of  amazing.  In  the  minds 


"At  a  cost  of  $100  million 
for  a  new  reactor  design, 
manufacturers  don't  make 
them  just  to  see  what  they 
look  like.  Whoever  gets  the 
new  orders  will  develop  the 
technological  edge,"  says 
Carl  Walske,  head  of  the 
Atomic  Industrial  Forum, 


of  many  Japanese,  however,  peaceful 
nuclear  energy  is  sharply  differentiat- 
ed from  nuclear  weapons.  So  nuclear 
weapons  protests  in  Japan  regularly 
draw  large  crowds,  while  despite 
some  opposition  Japan's  ambitious 
nuclear  power  building  program  en- 
joys wide  support. 

Behind  such  pragmatism  is  the  ba- 
sic issue  of  national  survival.  Lacking 
domestic  oil  or  coal,  Japan  must  pro- 
duce an  annual  578,000  gigawatts  of 
electricity  to  fuel  its  high-growth 
economy.  Its  goal  is  to  do  so  with  only 
a  minimal  reliance  on  imported  oil. 

At  the  time  of  the  1973-74  Arab  oil 
embargo,  Japan's  plan  for  nuclear 
power  had  no  particular  urgency.  But 
the  oil  cutoff  hit  the  country's  jugular: 
Over  80%  of  its  oil  came  from  the 
politically  insecure  Middle  East.  "The 
gallows  cleared  the  country's  mind 
beautifully,"  declares  one  expert  on 
Japanese  nuclear  power. 

The  oil  embargo  called  up  visions  of 
the  gallows  here,  too — and  acceler- 
ated plans  for  nuclear  energy.  In  the 
mid-1970s  national  policy  called  for 
over  1,000  nuclear  plants  to  be  in 
place  by  the  year  2000. 


SUCCESS 
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RISK 

But  there's  one 
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Protect  Your 
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proof clothing  for 
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With  40  days'  paid  vacation  every  year,  Aramco  people  can  see  the  heart  of 
Asia,  from  Delhi  to  Bangkok  to  Hong  Kong,  and  still  have  time  for  an  African 
game  park,  Paris  in  the  spring,  or  ski  trips  in  the  Alps. 


The  money  isn't  the  only  reason  so  many  top  people 
are  going  to  Saudi  Arabia  with  ARAMCO 


As  great  as  the  money  is,  it  is  the 
travel  opportunities,  the  challenge, 
and  the  casual  lifestyle  in  familiar 
hometown  neighborhoods  that  make 
Aramco  people  stay  on. 

Aramco  employees  in  Saudi  Arabia 
have  travel  opportunities  that  most  peo- 
ple only  see  in  daydreams.  They  get  40 


Over  5,000  North  Americans  work  tor 
Aramco  in  Saudi  Arabia.  They're  helping 
the  Kingdom  develop  energy  resources 
i hat  are  being  used  all  over  the  world. 


days'  paid  vacation  every  year.  And  in 
Saudi  Arabia  they  are  already  halfway 
to  wonderful  places  in  Europe,  Asia  and 
Africa. 

Equally  as  important  as  money  and 
travel  are  the  challenging  jobs  and  se- 
cure, comfortable  living  conditions. 

Aramco  is  the  world's  largest  oil- 
producing  company.  Our  projects  and 
operations  are  huge,  complex  and  profes- 
sionally rewarding.  Many  are  the  largest 
of  their  kind  ever  undertaken. 

We  need  more  first-rate  people  to  join 
the  over  5,000  North  Americans  who 
work  for  us. 

North  Americans  and  Saudi  Arabs 
have  worked  together  for  over  40 
years. 

Since  the  early  1930s,  North  Americans 
have  worked  very  closely  and  success- 
fully with  their  Saudi  hosts  in  developing 
the  energy  resources  and  infrastructure 
of  this  friendly,  conservative  nation. 

These  North  Americans  live  in  a  for- 
eign country,  yet  they  still  find  it  a  very 
comfortable  place  to  live  and  work.  The 


homes,  neighborhoods,  schools,  medical 
services  and  recreation  facilities  have  a 
hometown  feeling  that  have  prompted  a 
long  line  of  Aramco  professionals  to  stay 
on  and  on. 

What  kind  of  compensation  package 
accompanies  all  this?  Aramco  employees 
earn  a  competitive  base  salary,  plus  a 
cost-of-living  differential.  They  also  get 
an  expatriate  premium  of  40  percent  on 
the  first  $30,000  of  base  salary  and  20 
percent  premium  on  the  next  $20,000, 
plus  a  one-time  bonus  of  up  to  $5,000,  for 
signing  up  for  overseas  work. 

Challenging  opportunities 

If  you  are  a  degreed  engineer  with  at  least 
ten  years'  experience  in  the  petrochemical 
industry,  send  your  resume  to  Aramco  Ser- 
vices Company  Z2077-2,  P.O.  Box  53607, 
Houston,  Texas  77052. 


ARAMCO 

SERVICES  COMPANY 
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But  Japan  has  met  its  nuclear  goals 
and  surpassed  them.  We  have  not  ap- 
proached ours.  The  plan  devised  by 
the  Japanese  government  in  1975 
called  for  17%  of  the  country's  power 
to  be  supplied  by  nuclear  energy  by 
1985.  Japan  reached  that  goal  last 
year.  The  country  has  not  canceled  a 
single  nuclear  power  plant,  and  costly 
political  and  legal  delays  rarely  occur 
in  Japan. 

Government  has  joined  hands  with 
industry  to  defuse  the  sensitive  issues 
that  put  a  stop  to  nuclear  power  here: 

•  Government  policy  is  consistent 
and  hard  to  interfere  with.  In  the  U.S., 
the  Nuclear  Regulatory  Commission, 
which  licenses  nuclear  reactors,  is  the 
target  of  extensive  litigation.  Even 
frivolous  suits  can  delay  nuclear 
plants  for  years.  In  Japan,  legal  action 
to  halt  construction  is  not  common 
and  is  rarely  successful. 

•  Government  payments  are  made 
to  win  local  acceptance.  In  the  U.S., 
one  of  nuclear's  single  biggest  prob- 


The  idea  that  nuclear 
growth  could  be  occurring 
in  the  country  with  the 
memory  of  Hiroshima  and 
Nagasaki  is  little  short  of 
amazing.  But  to  many  Japa- 
nese, peaceful  nuclear  ener- 
gy is  sharply  differentiated 
from  nuclear  weapons. 


lems  may  be  finding  suitable  sites  for 
new  plants.  In  Japan,  a  nuclear  plant  is 
portrayed  as  an  opportunity  for  local 
growth,  as  a  direct  result  of  govern- 
ment payments  to  fishermen  or  whom- 
ever, of  tax  benefits  for  local  construc- 
tion programs,  and  of  discounted  elec- 
tric bills  for  residents  near  the  plants. 
"The  residents  often  see  the  plants  as 
an  employment  opportunity,"  ex- 
plains Takaji  Mineo,  a  New  York  repre- 
sentative for  Kajima  Corp.,  a  Japanese 
construction  firm  that  has  built  many 
of  the  country's  plants. 

In  Hokkaido,  for  example,  residents 
this  year  agreed  to  the  siting  of  a  large 
nuclear  plant  because  they  were 
promised  enough  jobs  to  stop  emigra- 
tion to  more  prosperous  commercial 
centers  like  the  island  of  Honshu. 

•  Public  education  in  Japan  is  ag- 
gressive and  effective.  Politicians, 
academics  and  other  nonindustry 
spokesmen  are  drawn  into  the  public 
education  effort  more  than  they  are  in 
the  U.S.  Trade  groups  in  Japan  work 
directly  with  the  government  to  em- 
phasize the  strict  safeguards,  mainte- 
nance and  quality  control  at  the  coun- 
try's nuclear  plants. 
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Our  commitment  to 
America  phis  our  worldwide 
expertise  is  what  makes 
us  the  key  Swiss  bank. 


The  W  orld  Trade  Center,  an  appropriate  location 

lor  Swiss  Hank  Corporation's  American  headquarters'. 


America's 
dynamic  business  commu- 
nity holds  an  undeniable 
position  of  strength  and 
respect  throughout  the 
world.  Which  is  why 
Swiss  Bank  Corporation, 
one  of  the  world's  pre- 
mier financial  institutions, 

frT'tft!  ri  Bf^PK^WiMf!]  is  deeply  committed  to 

I  m-\ ^WlHi  Amenca-  Since  1872?  it 

has  been  our  philosophy 
to  act  as  a  global  resource  for  a  vast  range  of  banking  services.  And  all 
of  these  services,  backed  by  our  unmatched  expertise,  are  at  the 
disposal  of  our  American  clients. 

With  a  network  of  offices  in  New  York  City,  Chicago,  San 
Francisco,  Atlanta,  Houston  and  Los  Angeles,  over  1,100  Swiss  Bank 
Corporation  employees  provide  prompt,  personal  attention  in  all  areas 
of  banking  from  foreign  exchange  to  letters  of  credit. 

So,  if  you're  interested  in  an  international  bank  that's  both 
innovative  and  attentive 


to  your  needs  on  and  off 
shore,  consider  the  key 
Swiss  bank.  We're  com- 
mitted to  bringing 
America  a  whole  world 
of  banking  expertise. 


Swiss  Bank  Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 


The  key  Swiss  bank. 


General  Management  in  CH-4002  Basle,  Aeschenvorstadt  1 ,  and  in  CH-8022  Zurich,  Paradeplatz  6  Main  Office  U.S.A.:  New  York,  Four  World 
Trade  Center,  10048,  212/938-3500  Branches:  Chicago,  150  S.  Wacker  Drive,  60606,  312/346-0350  and  San  Francisco,  120  Montgomery  St., 
94104.  415/434-2640.  Agency:  Atlanta,  235  Peachtree  St.,  N.E.  30303.  404/522-1600  Representative  Offices:  Houston,  One  Allen  Center, 

77002.  713/658-0561 ,  Los  Angeles,  800  W  Sixth  St.,  90017,  213/489-5900. 


Tellingly,  Japan's  Ministry  of  Inter- 
national Trade  &  Industry  (MITI) — 
the  policy-setting  body  for  nuclear  en- 
ergy— often  cites  a  U.S.  report  that 
40%  of  the  malfunctions  in  U.S.  nu- 
clear plants  are  caused  by  inferior 
components  and  equipment.  The  Jap- 
anese figure  is  13%. 

So,  even  after  Three  Mile  Island, 
which  received  extensive  coverage  in 
Japan,  Japanese  antinuclear  feelings 
have  remained  relatively  weak. 
"They  [the  Japanese]  accepted  that 
Three  Mile  Island  was  caused  by  hu- 
man error,"  says  Kajima's  Mineo.  "It 
did  not  decrease  their  confidence  in 
the  technology."  The  Japanese  credit 
the  absence  of  any  damaging  acci- 
dents in  their  country  to  the  govern- 
ment's strict  quality  control  and 
maintenance  requirements. 

Still,  the  Japanese  are  left  with  two 
vexing  problems:  finding  a  long-term 
supply  of  enriched  uranium  and  get- 
ting rid  of  nuclear  waste.  Agreements 
with  the  U.S.,  Britain  and  France  pro- 


Japan  has  met  its  nuclear 
goals  and  surpassed  them. 
We  have  not  approached 
ours.  The  country  has  not 
canceled  a  single  nuclear 
power  plant,  and  costly  po- 
litical and  legal  delays  al- 
most never  occur. 


vide  for  upgrading  and  reprocessing  of 
uranium  to  fuel  nuclear  plants.  But 
eventually,  Japan  will  need  to  develop 
its  own  enrichment  capability.  Now, 
uranium  is  imported  from  Canada, 
Australia,  the  U.S.,  Britain,  France 
and  Africa;  future  suppliers  may  in- 
clude China. 

As  for  nuclear  waste,  spent  nuclear 
fuel  and  low-level  contaminated  ma- 
terial are  kept  at  Japanese  utilities.  In 
the  long  run,  Japanese  experts  say  the 
earthquake-prone  land  will  have  no 
choice  but  to  dump  it  in  the  sea.  The 
international  politics  of  that  solution 
have  yet  to  be  worked  out. 

Still,  talking  to  nuclear  experts  on 
both  sides  of  the  ocean  these  days,  one 
is  left  with  the  feeling  that  Japan  will 
not  allow  even  the  waste  issue  to  halt 
its  nuclear  growth.  "The  Japanese  are 
pragmatic,  and  there  is  no  technologi- 
cal impediment  to  finding  a  solution 
to  the  waste  problem,"  says  one  Japa- 
nese nuclear  executive.  Adds  Dr.  Ber- 
tram Wolfe,  a  vice  president  and  nu- 
clear expert  at  GE,  "The  Japanese  will 
have  a  program,  because  their  ap- 
proach is  characterized  by  a  desire  to 
fix  things  and  move  along." 

Japan  makes  no  secret  of  the  fact 


Dewars  Unto  Bosses. 

This  year,  call  our  toll-free  number  and  give 
the  gift  of  Dewars  ""White  Label" * 
fine  Scotch  whisky.  Dewar's. . . 
one  of  the  good  things  in  life 

CALL  800-52S-6148. 
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Invest  in  the  Bond  Fund  that  earns 


HighYields 
tax-Free 


Municipal  bond  rates  have  rarely 
compared  so  favorably  with 
taxable  yields,  and  the  T.  Rowe 
Price  Tax-Free  Income  Fund 
puts  these  high  returns  in  easy  reach.  The 
higher  your  tax  bracket,  the  better  our 
yield  looks. 

And,  unlike  investments  in  an  individual, 
long-term  municipal  bond,  you  have  the  addi- 
tional advantage  of  daily  access  to  your  money. 

You  also  enjoy  these  other  important 
advantages. 

•  No  sales  charge. 

•  No  penalty  for  early  withdrawal. 

•  Free  checkwriting  over  $500. 

•  Free  exchange  with  other  T.  Rowe 
Price  Funds. 

•  Minimum  investment  of  only  $1,000. 

Remember,  when  interest  rates  are  de- 
clining, longer  term  investments  such  as  our 
Tax-Free  Income  Fund,  enable  you  to  enjoy 
higher,  more  stable  income  than  money  mar- 
ket securities.  And,  even  though  the  Fund's 
share  price  will  vary  and  could  decline,  there 
is  also  an  opportunity  for  gain.  So,  if  you're 
a  high  bracket  investor  seeking  a  high,  rela- 


tively stable  level  of  tax-free  income,  consid- 
er the  T.  Rowe  Price  Tax-Free  Income  Fund. 
CALL NOW 
TOLL  FREE  1-800-638-5660 
In  Maryland  1-800-492-1976 
In  Baltimore  547-2308 
Yield  should  be  considered  together  with  changes 
in  share  price  —  both  will  fluctuate  as  market 
conditions  change.  Income  may  be  subject  to  state 
and  local  taxes. 
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The  Japanese  go  nuclear 


The  U.S.  may  stay  ahead  of  Japan  in  total  installed  Rapid  nuclear  growth  should  give  Japan  a  growing  tech- 
nuclear  capacity  (left).  But  the  Japanese  plants  will  be  nological  edge  over  the  U.S.  as  it  shifts  more  toward 
built.  Projected  U.S.  additions  may  never  materialize,   nuclear  energy  for  electricity  (right). 


Installed  megawatts  of  nuclear  power  capacity  (thousands) 

Nuclear  energy's  share  of  electric  capacity 
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that  its  next  goal  is  to  export  nuclear 
plants.  The  Japanese  have  already  be- 
gun negotiations  with  China,  a  coun- 
try some  believe  will  be  Japan's  first 
nuclear  customer — as  well  as  a  future 
supplier  of  uranium. 


Such  expansion,  of  course,  will 
come  slowly.  It  will  be  1990  at  the 
earliest  before  Japan  is  ready  to  enter 
the  world  market  for  nuclear  reactors. 
But  when  it  does,  it  stands  ready  to 
come  in  first,  with  the  best. 


Meanwhile,  more  than  autos,  or 
television,  or  even  computers,  nucle- 
ar energy  has  come  to  symbolize  U.S. 
technological  leadership.  Will  our  po- 
litical stalemate  make  it  come  to 
symbolize  our  abdication?  ■ 


How  can  a  company  half  in  the  auto- 
motive market  and  half  in  housing  survive 
these  days?  Ask  PHH  Group's  ferry  Geckle. 


Patience, 
patience 


By  William  Harris 


WITH  VIRTUALLY  EVERY  Outfit 
in  the  automotive  and  hous- 
ing industries  now  gasping 
for  air,  you  would  think  a  company 
straddling  both  fields  would  be  totally 
underwater.  Not  true.  Just  ask  Jerome 
Geckle,  chairman  of  PHH  Group.  His 


Baltimore-based  outfit,  which  sells 
fleet  management  and  relocation  ser- 
vices to  2,000  corporations,  has 
chalked  up  its  24th  consecutive  year 
of  increased  earnings. 

Recession  or  no,  PHH  continues  to 
grow  almost  20%  annually.  In  fact,  it 
is  now  the  leader  in  its  two  esoteric 
segments,  despite  formidable  compe- 


tition from  Merrill  Lynch  in  reloca- 
tion and  Minneapolis-based  Gelco  in 
fleet  management.  Last  year  profits 
jumped  33%  to  $29.6  million,  or 
$1.93  a  share,  on  sales  of  $472  mil- 
lion. The  revenues  are  pretty  evenly 
split  between  both  businesses;  fleet 
management  contributes  about  three- 
quarters  of  the  profits.  Return  on  eq- 
uity, lately  $  1 60  million,  has  averaged 
20%  since  1977.  Earnings  are  up  an- 
other 11%  in  the  first  quarter  of  fiscal 
1983  ended  July  31. 

Those  first-quarter  results  are  espe- 
cially surprising  in  light  of  current 
economic  conditions.  Home  buyers 
want  to  wait  until  interest  rates  bot- 
tom out  before  buying;  they  will  be  in 
a  hurry  only  when  they  think  they 
have  missed  that  point. 

But  PHH  is  dealing  with  people 
who  have  to  move  because  they  are 
career-oriented  and  their  companies 
have  asked  them  to.  PHH  has  these 
homes  appraised,  then  offers  to  buy 
them  from  the  transferring  employees 
at  that  price,  and  resells.  Geckle 
charges  companies  20%  of  the  as- 
sessed value  for  this  service.  After 
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The  Number  One  Name 
*  In  Dictation  Presents 
fTTie'TMctaphone" 
Of  Word  Processors. 


The  first  word  processor  that 
"understands"  commands  put  to  it 
in  simple  English.  And  responds. 

The  Dictaphone  System  6000  is  everything 
you  could  ask  for  in  a  word  processor. 
And  some  things  you  probably  never  con- 
sidered possible. 

Straight  Talk.  Not  mumbo  jumbo. 

Computer  language  Greek  to  you? 
Dictaphone  lets  you  give  your 
word  processor  instructions  in 
plain  simple  English,  through  its  exclusive  Straight  Talk  program. 

You  can.  for  instance,  ask  for  the  names  of  all  customers  whose 
balance  is  greater  than  $2,000  by  simply  typing,  "Show  me  the 
customers  whose  balances  are  greater  than  $2,000."  The  System 
6000  will  oblige.  Other  word  processors  would  just  stare  at  you. 

It's  a  stand-alone  word  processor  that's  also  part  of  the 
Dictaphone  Integrated  Office  System. 

You  start  with  the  basic,  extraordinary  word  processor, 
move  to  a  hard  disk  cluster  system,  even  tie  into 
Dictaphone  Omninet®,  a  local  area  network  that  lets  you 
communicate  and  share  information  with  other  office  equipment . 
Even  the  leading  brands  of  personal  computers. 

It  doesn't  forget  its  main  purpose  in  life. 

The  Dictaphone  System  6000  excels  in  the  business  of  text  editing, 
formatting  and  documentation.  (It's  also  a  records  processor  powerful 
enough  to  make  you  think  it's  a  data  processor,  but  that's  gravy. ) 

Not  only  does  it  let  you  change  words  and  sentences,  its  exclusive 
Footnoter  feature  'floats'  footnotes  over  to  their  correct  page.  DictaSpell 
checks  and  corrects  spelling.  And  SideStep,  another  Dictaphone 
exclusive,  lets  your  more  experienced  people  skip  unnecessary 
steps.  The  work  never  went  so  fast. 

The  final  touch  is  the  Dictaphone  Personal  Touch  training. 

Dictaphone  Marketing  Support  Representatives  give  you  hands-on 
instruction,  expert  installation  and  application-oriented  follow-up. 
We  even  do  a  90-Day  Productivity  Audit  to  see  that  you're  getting 
all  you  can  out  of  your  System  6000. 

Its  all  part  of  what  has  made  the  Dictaphone  name  first  in  the 
office  for  so  many  years. 


IT, 


HI  Dictaphone 

A  Pitney  Bowes  Company 

Dictaphone.  Straight  Talk,  Footnoter.  DictaSpell.  SideStep  and  Personal  Touch  are  trademarks  of  the 
Dictaphone  Corporation,  Rye.  N  Y.  Omninet  is  a  registered  trademark  of  Corvus  Systems.  Inc. 
This  product  contains  software,  portions  of  which  were  developed  under  license  from  Symantec. 


lb  see  the  "Dictaphone"  of  word  processors, 
complete  this  coupon.  Or  call  toll-free: 

1-800-431-1052 

(Except  Hawaii  and  Alaska) 
In  New  York  call  1-914-967-6067 

Name  . 


Title  

Company 
Address  _ 

City   

Mail  to: 


. Phone . 


.State 


_Zip 


l_ 


Dictaphone  Corporation 
120  Old  Post  Road. 
Rye,  New  York  10580 


Wf- 


1982,  Dictaphone  Corp. 


How  The  Hartford  he 


"Our  agents  have  save 
fortune  by  closing  th 

coverage/' 

Tony  Lubimir,  Senior  Vice  President, 
Office  of  Underwriting,  explains 
how  The  Hartford  works  through  its 
independent  agents  to  provide  com- 
prehensive business  insurance  that's 
truly  cost-effective.  

Q.  How  will  The  Hartford  help  its  agents  cut  my 
company's  insurance  costs? 

A.  By  making  available  all  the  underwriting,  loss 
control  and  claims  expertise  the  agent  may  need  when 
assessing  your  insurance  requirements  and  the  cost- 
effectiveness  of  your  existing  coverages. 

Working  together,  the  agent  and  our  specialists 
may  be  able  to  reduce  your  overall  costs  substan- 
tially by  eliminating  unnecessary  or  overlapping 
coverages,  or  by  factoring  in  the  effects  of  pro- 
posed Loss  Control  measures.  Or  they  may 
be  able  to  deliver  improved  or  expanded 
protection. 

It's  also  possible  they'll  find  serious  gaps 
in  your  current  coverage.  The  danger 
is  a  real  one.  For  example,  shortly 
after  signing  up  with  The  Hartford, 
a  Texas  sheet  metal  manufacturer 
was  hit  with  a  major  loss  that  would 
not  have  been  covered  under  its 
previous  policy.  And  that's  by  no 
means  an  isolated  example. 


duce  insurance  costs. 

:ompanies  a  small 
japs  in  their  previous 

.  How  does  your  Comprehensive  Business 
icy  offer  more  insurance  value  than  similar 
icies? 

The  difference  lies  not  so  much  in  the  insurance 
/erages  themselves-which  are  usually  "standard"- 

in  the  way  they're  selected  and  assembled. 
Dur  agents  don't  think  in  terms  of  typical  programs 
typical  cases.  They'll  actually  examine  your  opera- 
is  and  determine  your  precise  exposures.  Then- 
lollaboration  with  our  underwriters-they'll  put 
ether  the  coverages  that  will  protect  your  company 
he  most  efficient,  cost-effective  way  possible, 
n  short,  coverage  and  cost  are  based  on  your  com- 
ly's  actual  insurance  needs,  not  on  predetermined 
ustry  norms  that  can  leave  you  exposed  to  major 
ses.  The  fact  is,  insurance  that  doesn't  protect  you 
iperly  is  no  bargain  at  any  price. 

.  Why  is  your  careful  analysis  of  insurance 
?ds  especially  important  to  companies  with 
que  exposures? 

The  more  unique  your  company's  exposures,  the 
re  unlikely  it  is  that  "off-the-shelf"  programs  will 
•vide  adequate  and  appropriate  protection.  If  your 
)osures  are  changing  because  of  growth  or  new 
rket  conditions,  the  danger  is  even  greater.  And 
t's  true  whether  your  company's  in  manufacturing, 
icessing,  service,  distribution-you  name  it. 

.  What  steps  can  your  agents  take  to  assure  that 
ave  the  most  cost-effective  insurance  possible? 


Let  us  protect  your  world.  THE  HARTFORD 

The  Hartford  Insurance  Group,  Hartford,  Connecticut  06115. 


A.  They  can  utilize  highly  qualified  Property  and 
Casualty  underwriters  from  The  Hartford  who  are  thor- 
oughly familiar  with  your  industry  and  type  of  opera- 
tion. If  your  situation  calls  for  it,  they  can  even  have 
our  Loss  Control  people  do  a  pre-quote  analysis- 
complete  with  specific  recommendations-in  order  to 
get  a  clearer  picture  of  your  exposures  and  the  risk 
management  options  open  to  you.  The  point  is, 
responsible  service  involves  a  lot  more  than  simply 
calculating  a  premium. 

As  a  result  of  this  careful,  professional  attention  to 
your  actual  needs,  you'll  get  precisely  the  protection 
you  need-no  more,  no  less.  That's  what  cost-effective 
insurance  is  all  about.  These  days  no  company  can 
afford  less. 

Q.  How  can  I  put  The  Hartford's  cost-effective 
approach  to  insurance  to  work  for  my  /^W" 
company's  benefit?  (iSBjfes) 

A.  Just  contact  an  independent  agent  who 
represents  The  Hartford. 

Don't  make  a  decision  on  business  insurance 
without  a  quote  from  an  independent  agent  who 
represents  The  Hartford. 

The  Comprehensive  Business  Policy  is  available  in  most  states. 


BUSINESS 
HOME 
AUTO 
LIFE 


PHH  President  Jerome  deckle 

As  shrewd  with  the  numbers  as  with  the  sales  pitch. 


subtracting  all  of  the  brokerage,  legal 
and  other  fees,  he  tries  to  come  out 
with  a  1%  profit.  Geckle  claims  he 
can  actually  save  companies  10%  of 
the  relocation  costs  through  his  abili- 
ty to  sell  the  house  fast.  By  refraining 
from  taking  undue  advantage  of  either 
homeowner  or  corporation,  Geckle 
can  get  what  he  wants:  a  lot  more 
business. 

Fleet  management  is  fairly  straight- 
forward. Geckle  typically  buys  cars, 
then  leases  them  on  a  contract  basis 
to  clients.  Savings  are  also  his  claim 
to  success  in  fleet  management,  espe- 
cially because  his  company  can  give 
full  professional  attention  to  some- 
thing his  customers  regard  as  an  un- 
avoidable distraction  from  their  real 
businesses.  Besides,  he  takes  the  at- 
tendant overhead  and  demands  on  ex- 
ecutive time  out  of  their  hair. 

The  fact  that  Geckle  can  do  the  job 
better  than  companies  themselves  of- 
ten makes  it  hard  for  him  to  sell  his 
services.  There's  a  real  Catch  22  here. 
He  can't  sell  to  top  management  be- 
cause they  aren't  involved  with  these 
vital,  but  minor,  operations.  "Execu- 
tives are  always  being  approached  by 
salesmen  who  say  they  can  solve  a 
company's  problems,"  Geckle  ex- 
plains. Instead,  he  must  make  his  pitch 
to  a  lower  management  level,  just  the 
people  whose  jobs  he  would  po- 
tentially eliminate.  So,  less  than  half 
the  6  million  cars  and  trucks  in  fleets, 
like  the  ones  the  IBM  servicemen 
drive,  are  managed  by  independents. 

After  27  years  with  PHH,  Geckle 
knows  how  to  tread  carefully,  con- 


vincing middle  managers  that  he  is 
making  them  look  astute  by  saving 
the  firm  money.  Moreover,  he  knows 
there's  no  such  thing  as  a  quick  sale  or 
sure  return  in  this  business.  But 
Geckle  is  in  no  hurry.  After  all,  once 
corporations  are  signed  they  rarely  de- 
fect from  the  PHH  fold.  Outfits  like 
Honeywell,  Johnson  &  Johnson  and 
Du  Pont  have  been  PHH  customers 
for  30  years.  "I  first  approached  West- 
inghouse  in  1976,"  he  says.  "We  just 
signed  a  relocation  contract  with 
them  last  month." 

Geckle's  patient,  methodical  style  is 
one  of  the  secrets  of  PHH's  success.  Its 
benefits  are  also  very  much  reflected  in 
his  own  life.  The  solidly  built  chair- 
man did  not  finish  high  school,  nor  has 
he  moved  away  from  the  Baltimore 
area.  Yet  he  made  it  to  the  top  of  a 
2,400-employee  company  he  joined  in 
1955.  Don't  let  his  lack  of  formal  edu- 
cation or  his  seeming  provinciality 
fool  you.  Geckle  is  as  shrewd  with 
numbers  as  he  is  good  at  sweet-talking. 

Look  at  the  balance  sheet.  On  first 
glance  it  seems  PHH  is  burdened  with 
$948  million  of  long-term  debt.  Actu- 
ally, only  $8  million  of  that  is  really 
part  of  the  company's  books.  The  rest 
is  money  Geckle  borrows  for  fleet 
purchases  and  to  carry  homes.  These 
costs  are  then  passed  on  to  the  client, 
including  interest.  It's  in  fact  an  off- 
balance-sheet  financing  service  for  his 
customers — they  get  to  borrow  mon- 
ey, and  usually  that  debt  is  carried  on 
Geckle's  balance  sheet.  Moreover, 
Geckle  has  parlayed  the  excellent 
credit  ratings  of  his  blue-chip  clients 


to  raise  capital  at  a  lower  rate. 

Because  the  bulk  of  PHH's  assets 
are  fast-life  depreciating  ones,  Geckle 
ends  up  paying  no  taxes.  Instead,  he 
has  accrued  some  $106  million  in  de- 
ferred taxes,  which  is  essentially  an 
interest-free  loan  from  the  govern- 
ment. Furthermore,  almost  half  the 
company's  $54  million  in  operating 
income  comes  from  judiciously  using 
the  company's  own  (zero-interest 
cost)  capital  to  invest  in  cars  and 
houses.  Meanwhile,  PHH  also  gets 
substantial  up-front  payments  from 
customers  to  work  with. 

Although  PHH  is  a  long  way  from 
saturating  the  American  market  with 
its  management  services — only  a 
third  of  corporate  relocations  involve 
independents  like  PHH — Geckle  has 
already  established  a  foothold  in  the 
U.K.,  where  perhaps  even  greater 
growth  opportunities  exist,  especially 
in  fleet  management.  Because  of  the 
English  tax  structure,  companies  of- 
ten remunerate  their  employees  with 
perks,  like  a  company-owned  car.  Al- 
though Geckle's  progress  there  has 
been  relatively  slow,  PHH  is  the  only 
company  even  trying  to  tap  into  that 
market. 

Meanwhile,  Geckle  is  still  demon- 
strating his  penchant  for  patient, 
long-term  planning  within  PHH's  ex- 
ecutive suites.  Last  year  he  created  an 
executive  committee,  made  up  of 
three  executive  vice  presidents.  But 
Geckle  doesn't  plan  to  retire  for  at 
least  five  years;  he  has  just  found  a 
way  to  get  more  out  of  the  people  who 
are  next  in  line  and  is  using  it  now.  ■ 
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THREE-FIFTHS  of  all  circuit  boards  depend  on 
PPG  technology  to  improve  performance. 

PPG  fiber  glass  yarn  technology  gives  printed. circuit  boards  the  dimensional 
stability  it  takes  to  perform  with  peak  reliability.  A  new  PPG  glass  technology 
allows  boards  to  be  printed  and  etched  with  greater  precision  than  ever.  And  our 
solvents  help  develop  the  printed  photo  image. 

We're  also  strong  in  construction  materials,  in  chemical  processing,  in  the 
automotive,  aircraft  and  leisure  industries.  And  we're  poised  for  growth. 

For  nearly  100  years  now,  customers  have  relied  on  PPG  for  the  highest 
performance,  whatever  their  business. 

Get  a  more  complete  picture  of  our  growing  technology.  Write  for  our  annual 
report:  PPG  Industries,  Inc.,  One  Gateway  Center,  Pittsburgh,  PA  15272. 


Sales  are  weak  for  many  in  the  rag  busi- 
ness these  days.  Not  so  at  Chesebrough- 
Pond's  Health-tex.  There's  a  reason. 


Filling  up 
the  table 


warm-up  jackets,  sweat  pants. 

Soon  the  table  is  covered.  But 
Breakstone  has  barely  put  a  dent  in 
Health-tex'  line  of  some  5,000  styles, 
the  biggest  in  the  business.  "I'm  fill- 
ing up  the  table,"  he  apologizes,  but 
doesn't  miss  an  important  point:  "I 
guess  that's  what  we're  doing  in  this 
industry,  too." 

So  it  seems.  In  the  once-fragmented 
children's  apparel  market,  $280  mil- 
lion (sales)  Health-tex  commands  a 
35%  share  and  is  growing  like  a 
healthy  two-year-old,  expanding  an 
average  16%  per  year  the  last  decade. 

That  leadership  position  is  paying  off 
in  the  recession.  While  most  apparel 


By  Jeff  Blyskal 


Robert  Breakstone,  the  44- 
year-old  president  of  Chese- 
brough-Pond's  Health-tex  divi- 
sion, is  submerged  in  his  business. 
Plucking  pieces  of  Health-tex  infant 
and  children's  clothing  from  the  racks 
at  headquarters  in  Greenwich,  Conn., 
he  flings  them  onto  a  large  boardroom 
table:  purple,  aqua,  green  and  blue 
striped  boys'  polo  shirts.  Girls'  print, 
striped  and  solid  tops,  skirts,  dresses, 
pants,  shorts  and  skorts  (a  cross  be- 
tween a  skirt  and  shorts).  Little  red 
hearts,  lavender  ruffles,  bold  green 
stripes.  Swimsuits,  terry  coverups, 


lines  are  stagnant,  analysts  expect 
Health-tex  sales  to  be  up  another  12% 
this  year.  What  about  earnings?  While 
those  at  competitors  like  $  1 90  million 
(sales)  William  Carter  Co.  and  $111 
million  (sales)  BTK  Industries  Inc., 
maker  of  Billy  The  Kid  children's  wear, 
are  down  so  far  this  year,  Health-tex' 
operating  profits  will  likely  be  up  over 
last  year's  $28  million. 

All  this  bounty  is  in  large  part  the 
result  of  the  patient,  disciplined  lead- 
ership of  Chesebrough-Pond's  CEO 
Ralph  Ward  (Forbes,  Sept.  28,  19X1). 
Ward  bought  Health-tex  in  1973  for 
$194  million  in  stock  when  it  was  a 
$64  million  New  York-based  outfit 
whose  sales  were  concentrated  in  the 
Northeast  and  the  Midwest.  Chese- 
brough  pumped  in  the  capital,  man- 
agement expertise  and  marketing 
muscle  to  take  Health-tex  national. 

The  new  management  made  several 
key  decisions.  First,  Health-tex  would 
not  attack  the  children's  underwear 
business,  where  Carter  was  especially 
strong.  "Underwear  tends  to  be  a 
commodity  product,"  says  Break- 
stone, "and  has  the  disadvantages  of 
being  an  easy-entry,  low-margin  busi- 
ness capable  of  little  quality  differen- 
tiation." Health-tex  also  would  not 
produce  private-label  goods  for,  say, 
Sears  or  J.C.  Penney,  and  it  would  sell 
only  in  department  and  specialty  chil- 
dren's stores.  Discounters  and  mass 
merchants  need  not  apply:  Their  cut- 
rate  prices  and  margins  would  cheap- 


Kids  in  Health-tex  gear  at  a  New  York  City  parade 
Who  needs  Snoopy? 
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en  the  image  and  threaten  quality  and 
fashionability.  Health-tex  also  re- 
fused to  use  licensed  characters:  Poor 
quality  in  other  licensed  products 
could  reflect  badly  on  Health-tex,  and 
the  5%  to  8%  royalties  unnecessarily 
increase  the  price.  Besides,  Health-tex 
wanted  to  build  its  own  name  in  con- 
sumers' minds,  not  Snoopy's. 

In  the  mid-Seventies,  Health-tex 
ran  into  problems.  Sales  and  earnings 
grew  rapidly,  but  management  con- 
trols and  the  production  system  did 
not  keep  pace.  Bottlenecks  developed. 
Collars,  zippers  and  buttons  did  not 
always  show  up  at  the  production  line 
when  needed.  Shipments  to  retailers 
were  frequently  late.  Finally,  in  late 

1978,  Health-tex'  first  down  earnings 
year,  Ralph  Ward  brought  in  Chese- 
brough  Vice  President  Breakstone. 

"We  decided  that  to  continue  to 
grow  and  dominate  the  business,  we 
would  take  a  more  aggressive  position 
in  fashionable  design,"  says  Break- 
stone. Department  stores,  losing  busi- 
ness to  discounters,  were,  in  fact,  de- 
manding more  fashion. 

That  decision  is  what  led  to  the  riot 
of  color  on  Breakstone's  table.  Until 

1979,  Health-tex  produced  a  broad 
line  of  basic  garments.  All  that  was 
soon  to  change.  "See  this  top?"  says 
Breakstone.  "It  goes  great  with  these 
blue  pants,  right?  But  look.  That  top 
also  has  green  in  it,  so  it  goes  with 
these  green  pants  or  these  shorts.  The 
green  pants  will  also  go  well  with  this 
second  top.  And  see  the  yellow  stripe 
in  this  shirt?  You  can  match  these 
yellow  or  brown  pants  with  it.  So  now 
the  customer  is  buying  three  or  four 
tops  that  are  interchangeable  with 
two  or  three  bottoms." 

Vertical  integration  lets  Breakstone 
produce  his  own  knit  fabrics — two- 
thirds  of  what  the  company  uses — 
which  gives  him  quality  and  cost  con- 
trol. It  also  gives  his  designers  in  New 
York  the  fashion  flexibility  they  need. 
Breakstone  doesn't  just  accept  some 
stock  patterns  a  textile  manufacturer 
has  decided  will  be  in  demand;  he 
creates  his  own. 

Meanwhile,  the  company  has  been 
expanding  its  line  to  include  chil- 
dren's sizes  7  through  14.  Breakstone 
says  it  was  logical:  Since  mom  still 
buys  the  clothes  for  those  kids,  a  pow- 
erful franchise  was  being  wasted. 

Health-tex  this  year  also  has  ex- 
panded the  line  into  the  $4.5  billion 
activewear  business,  and  Breakstone 
sees  even  more  possibilities  for  new 
business:  outerwear,  hosiery,  even 
belts,  handbags  and  other  accessories. 
The  possibilities,  he  says  happily, 
seem  limitless.  Ralph  Ward  is  a  good 
person  to  have  standing  behind  you.  ■ 


AT  JACK  DANIEL'S  DISTILLERY  we  never 
have  to  go  too  far  to  find  our  Christmas  tree. 

The  woods  around  here  are  full  of  them.  So 
getting  a  good  one  is  never  a  problem.  We 
hope  you  won't  have  to 
go  to  too  much  trouble 
getting  ready  for  the 
holidays  either.  So  you 
can  sit  back  and  enjoy 
this  happiest  of  all 
seasons  with  your  family 
and  good  friends. 


CHARCOAL 
MELLOWED 

6 

DROP 

6 

BY  DROP 


Tennessee  Whiskey  •  90  Proof  •  Distilled  and  Bottled  by  Jack  Daniel  Distillery 
Lem  Motlow,  Prop.,  Inc.,  Lynchburg  (Pop.  361),  Tennessee  37352 
Placed  in  the  National  Register  of  Historic  Places  by  the  United  States  Government. 
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Alamo  Savings  could  have  taken  one  of 
those  "death  benefit"  government  bailouts, 
but  it  decided  to  save  itself 


One  who  dared 


By  Anne  Bagamery 


What  a  difference  a  year 
makes.  At  the  end  of  1981 
San  Antonio's  Alamo  Savings 
Association  of  Texas  was  on  the  Fed- 
eral Home  Loan  Bank  Board's  unoffi- 
cial sick  list — along  with  1,000  other 
S&Ls  nationwide — because  its  net 
worth-to-assets  ratio  had  fallen  below 
4%,  the  level  the  federal  regulators 
required.  Alamo,  a  state-chartered 
S&L,  then  with  assets  of  $328  mil- 
lion, faced  forced  merger  with  another 
financial  institution  or  closure. 

But  President  C.R.  (Dick)  Stahl  Jr. 
decided  not  to  go  gentle  into  that  good 
night.  "I'd  like  to  think  of  this  as  the 
second  battle  of  the  Alamo,"  says  the 
dapper,  54-year-old  Stahl.  "Only  this 
time  the  Texans  won." 

Here's  what  happened.  By  the  end 
of  last  year  Alamo's  income  state- 
ment looked  as  bloody  as  the  legend- 
ary fort  after  Santa  Anna  left  town. 
Alamo  was  losing  over  $2  million  a 
month  in  deposits;  its  $286  million 
portfolio  of  old,  fixed-rate  mortgages 
was  yielding  10%,  3%  less  than  the 
average  13%  Alamo  was  paying  for 
funds.  The  FHLBB's  regional  gover- 
nors virtually  told  Alamo  to  come  up 
with  a  way  to  attract  big  deposits  and 
generate  current  income — or  else. 

Buying  deposits  was  less  of  a  prob- 
lem than  earning  money  on  them — 
with  less  than  10%  of  American  fam- 
ilies able  to  qualify  for  residential 
mortgages  at  early- 1 982  interest  rates. 
But  Stahl  and  his  directors  had  no- 
ticed the  stratagems  of  industry  inno- 
vators such  as  California's  Financial 
Corp.  of  America,  and  they  looked  at 
construction  joint  ventures,  in  which 
the  S&L  puts  up  the  money  and  pro- 
vides financial  management  in  return 
for  equity.  Such  ventures  are  attrac- 
tive for  their  immediate  fee  income 


Alamo  Savings'  Dick  Stab/ 
This  time,  the  Texans  won. 

and  their  potential  20% -plus  returns 
on  invested  cash.  Stahl  also  found  a 
niche:  moderate-size  apartment  com- 
plexes, the  kinds  of  $4  million  to  $7 
million  projects  big  enough  to  bring 
good  returns  but  too  small  to  attract 
large  institutional  money. 

Alamo  already  had  good  tie-ins  to 
San  Antonio  developers  through 
Chairman  Wilber  Fite,  himself  a  de- 
veloper, but  Stahl  consolidated  his  po- 
sition by  hiring  a  top  real  estate  loan 
specialist,  Ron  Gaydou,  away  from 
crosstown  rival  Gill  Savings.  The 
FHLLB  blessed  Alamo's  plan,  and 
Gaydou  proceeded  to  put  together  41 
projects  in  less  than  a  year — half  of 
them  in  San  Antonio,  the  rest  scat- 
tered across  Texas. 

A  typical  project  is  a  200-to-300- 
unit  garden  apartment  complex  with 


amenities  (pool,  tennis  courts,  club- 
house and  the  like),  renting  at  the 
high  end  of  the  market.  Alamo  puts 
up  the  money  in  a  three-year  floating- 
rate  loan  at  a  minimum  16.5%  and 
takes  a  6%  fee — 3%  of  which  it  books 
immediately — as  well  as  50%  equity 
ownership  in  the  project.  Alamo  start- 
ed by  backing  the  loans  with  jumbo 
CDs  ($100,000  each)  but  has  since 
started  aggressively  selling  3 '/2-year 
savings  certificates  to  more  closely 
match  the  maturity  of  the  loans.  The 
certificates  pay  an  average  13%, 
which  means  that  Alamo  locks  in  at 
least  a  3.5%  spread — not  to  mention 
its  share  of  any  gains  when  the  com- 
pleted project  is  sold. 

Risk-  Sure  there's  risk.  Texas  real 
estate  isn't  the  unbridled  boom  mar- 
ket it  once  was.  Alamo  would  be  real- 
ly in  the  soup  if  it  found  itself  stuck 
with  a  lot  of  empty  and  unsalable 
apartments.  But  Gaydou  has  offset 
the  risk  in  two  ways:  First,  he  has 
backed  projects  only  in  areas  with  at 
least  95%  occupancy  rates,  like  north 
San  Antonio  and  southwest  Houston, 
or  college  towns  where  schools  can't 
house  all  their  students,  like  Austin 
(University  of  Texas)  and  College  Sta- 
tion (Texas  A&M).  Secondly,  Gaydou 
intends  to  get  Alamo  out  from  under 
its  projects  within  two  years  of  com- 
pletion in  order  to  book  sales  gains  as 
quickly  as  possible.  So  far  so  good: 
Alamo's  first  project,  a  280-unit  com- 
plex in  Midland,  Tex.,  was  just  sold  in 
nine  months  for  a  net  gain  of  around 
$2  million,  $1  million  of  which  will 
come  to  Alamo.  "We  never  want  to 
build  anything  we  can't  sell,"  says 
Gaydou. 

Next  year  Stahl  and  Gaydou  intend 
to  take  it  easier,  doing  maybe  $100 
million  in  joint-venture  financings. 
The  innovation,  in  other  words,  has 
served  its  purpose.  At  the  end  of 
1982's  third  quarter,  Alamo's  deposits 
had  increased  28%  over  the  1981  year- 
end  level,  and  the  immediate  cash 
flow  from  construction  venturing — 
bolstered  by  fee  income — had  lifted 
net  worth  to  $12  million.  That's  only 
2.3%  of  Alamo's  newly  swollen  $523 
million  assets,  but  the  FHLBB,  im- 
pressed, is  leaving  Alamo  alone  to 
make  those  new  loans  pay  off. 

The  moral:  A  company  can  win  in 
any  business  if  management  has  guts. 
"The  [Federal  Home  Loan]  Bank 
Board  often  isn't  willing  to  listen  to 
any  proposal  that  involves  putting  in- 
sured deposits  at  risk,"  says  analyst 
Allan  Bortel  of  Shearson/ American 
Express.  "Few  S&Ls  would  even 
think  of  going  to  them  with  a  survival 
plan  for  fear  of  rejection."  More's  the 
pity.  ■ 
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Who  gives  you  investment 

ideas  from  the  same 
source  money  managers 

look  to  the  most? 


Who  else  but 
Merrill  Lynch. 


People  who  know  a  business 
really  well,  soon  learn  who  they  can  rely 
on  for  advice  and  information.  In  the 
investment  business,  it's  the  research  team 
at  Merrill  Lynch. 

For  four  years  running,  the  Merrill 
Lynch  research  team  has  ranked  first— by 
substantial  margins— in  the  annual  Institutional  Investor 
poll  of  investment  professionals. 

But  how  does  that  help  you  if  you're  not  investing 
millions  at  a  time? 

The  key  is  your  personal  Merrill  Lynch  Account 
Executive.  Our  Account  Executives  have  almost  instant 
access  to  the  full  resources  of  Merrill  Lynch  research 
through  a  remarkable  nationwide  communications 
system.  Current  research  opinions  on  some  1400  stocks 
are  as  close  as  their  computer  terminals. 

And  our  Account  Executives  can  call  on  special- 
ists in  such  fields  as  tax  investments  and  corporate  and 
municipal  bonds  to  amplify  their  own  knowledge  of  any 
particular  type  of  investment  that  might  be  appropriate 
for  you.  No  other  financial  services  firm  gives  its  Account 
Executives  stich  strong  and  diversified  backup  support. 

And  that's  one  reason  no  one  else  can  give  you 
more  help  with  more  kinds  of  investments.  No  one  else. 


Merrill  Lynch 

Merrill  Lynch,  Pit-Re,  FennerS  smith  inc.  9 

A  breed  apart. 


©  Copyrighi  1982  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated  Published  in  1 1  s  A  All  rights  reserved  Member.  S1PC 


Excellence  is  achieved  only  through 
consistency  and  innovation. 

And  drive. 


There  are  times  when  the  odds 
against  reaching  certain  levels  of  ext 
lence  seem  staggeringly  high.  Times 
when  the  ability  to  draw  on  certain 
special  qualities  and  strengths  is  pa 
mount.  Times  when  people  working 
together  with  a  common  purpose  cai 
mean  the  difference  between  succest 
and  failure. 

But  these  are  the  demands  of 
excellence.  Demands  which  require 
skill,  ingenuity,  professionalism. 
And  most  of  all,  people  with  uniqi 
motivation.  Drive.  These  are  the 
makings  of  a  real-life  philosophy.  A 
philosophy  which,  when  practiced 
properly,  yields  handsome  rewards. 


>mmon  purpose  and  teamwork: 
>w  they  work  for  you. 

The  Wilmington  Medical  Center 
gently  needed  to  begin  replacement 
its  aging,  outmoded  medical  facili- 
s  with  a  $160-million  modern  research 
d  teaching  hospital  complex.  What 
ey  required  was  financing — at  a  time 
historically  high  long-term  inter- 
:  rates.  What  they  found  at  Bankers 
jst  were  people  who  knew  if  a 
ispital  was  to  be  put  up,  they  had  to 
id  a  way  to  keep  interest  rates  down. 
Working  with  the  major  banks  of 
^laware,  Bankers  Trust  invited 
correspondent  banks  nationwide  to 
rticipate  in  a  unique  loan  arrange- 
;nt.  As  co-manager,  Bankers  Trust 


underwrote  and  distributed  five-year 
notes.  These  were  backed  by  Bankers 
Trust  and  could  be  followed  at  the 
borrower's  option  by  a  multi-year 
loan.  This  approach  allowed  the  bor- 
rower the  flexibility  to  take  advantage 
of  favorable  medium-term  rates,  with 
the  security  of  continued  long-term 
bank  financing,  if  needed. 

A  relationship  manager,  experi- 
enced in  dealing  with  financial 
institutions,  mobilized  Bankers  Trust's 
domestic  participations  unit,  our 
real  estate  experts,  our  public 
finance  group  and  our  corporate  trust 
specialists  to  provide  a  financing 
solution  which  reduced  Wilmington 
Medical  Center's  financing  costs 


by  several  hundred  basis  points. 

It  is  this  kind  of  performance  into 
which  our  philosophy  translates. 
Performance  which  makes  Bankers 
Trust  stand  out  in  our  industry.  And 
the  kind  of  performance  which 
helps  make  our  clients  first  in  theirs. 


BankersTrust 
Company 

Worldwide 

An  international  banking  network  in 

over  35  countries. 
280  Park  Avenue,  New  York,  N.  Y.  10017 

Member  FDIC  ©  Bankers  Trusr  Company. 
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Coal,  ivhen  you  think  about  it,  makes  a 
natural  diversification  for  a  railroad. 
Well,  Santa  Fe  thought  about  it. 


Mining  its  own 
business 


By  Lisa  Gross 


F|  or  some  five  years  Santa  Fe 
Industries  Inc.  has  enjoyed  a 
healthy  flow  of  royalties  from 
its  coal  holdings  in  New  Mexico's 
San  Juan  Basin.  So  now  the  holding 
company  for  the  Atchison,  Topeka 
&  Santa  Fe  Railway  is  committing 
an  investment  of  $140  million  over 
six  years  to  begin  mining  the  coal 
itself. 

A  case  of  being  dissatisfied 
with  mere  royalties?  Not  really. 
"Awesome"  is  the  word  Santa  Fe 
President  John  Schmidt  uses  to 
describe  the  $37  million  in  royal- 
ties his  company  has  collected 
since  1977  from  Texas  Utilities 
Co.  for  coal  that  has  yet  to  be 
mined — and  which,  moreover, 
the  utility  itself  planned  to  mine. 
It  is  just  that  the  Texas  Utilities 
contract — an  escalating  royalty 
deal  negotiated  in  the  energy  cri- 
sis of  five  years  ago — is  too  good 
to  last.  Texas  Utilities  is  suing  to 
break  the  contract,  and  compro- 
mise is  likely. 

Besides,  Santa  Fe,  which  will 
take  in  $3.2  billion  in  revenues 
and  earn  an  estimated  $220  mil- 
lion in  income  in  this  poor  year 
for  railroading,  sees  opportunities 
in  having  greater  control  of  its  own 
coal.  To  begin  with,  Santa  Fe  can  sup- 
plement long-term  contract  sales 
with  sales  on  the  spot  market.  Fur- 
ther, it  can  broaden  its  market:  The 
Santa  Fe  will  have  the  only  route  from 
the  San  Juan  Basin  in  northwest  New 
Mexico  and  northeast  Arizona  to  the 
biggest  U.S.  coal  markets  in  the 
Southeast  and  Southwest  Finally,  the 
Japanese  are  switching  to  coal,  and 
Santa  Fe  will  be  able  to  ship  cheaply 
to  the  West  Coast  for  transshipment 
to  Japan. 


Santa  Fe  came  by  its  good  position 
in  coal  in  1972  when  Chairman  John 
Reed,  now  65,  asked  Schmidt  to 
hunt  for  resources  under  the  com- 
pany's underused  4  million  acres  in 
New  Mexico  and  Arizona.  Santa  Fe's 
explorers  found  370  million  tons, 
which  the  company  promptly  leased 
for  35  years  to  Texas  Utilities  and 
Tucson  Electric.  Reed,  wanting  to 
assure  his  company  the  benefit  of 


Santa  Fe  Chairman  John  Reed 
"Awesome"  royalties  were  too  good  to  last 


any  coal  price  escalation,  tied  royalty 
levels  to  the  government's  GNP  de- 
flator. The  result  is  that  Santa  Fe 
today  is  receiving  prepaid  royalties  of 
more  than  $5  a  ton  from  Texas 
Utilities. 

Why  has  Texas  Utilities  gone 
along  with  this  until  now?  Because  it 
expected  Santa  Fe  to  build  a  rail  spur 
called  the  Star  Lake  Railroad  con- 
necting the  mining  area  to  Santa  Fe's 
main  line.  But  the  Interstate  Com- 
merce Commission,  the  New  Mexi- 
co Navajo  Ranchers'  Association  and 


an  environmentalist  group  called  the 
Continental  Divide  Trail  Society, 
among  others,  managed  to  delay  the 
railroad.  They  have  not  succeeded  in 
stopping  it,  though.  Reed  is  confi- 
dent that  as  soon  as  a  final  decision 
is  handed  down  by  the  District  of 
Columbia  Court  of  Appeals,  which 
heard  the  case  in  October,  construc- 
tion on  the  Star  Lake  Railroad  could 
begin  by  early  spring.  It  will  be  a 
partnership  of  coal  shippers  from  the 
Basin,  with  Santa  Fe  as  managing 
partner.  The  first  23-mile  segment 
will  cost  $45  million,  of  which  Santa 
Fe  expects  to  pay  half.  What  happens 
if  Santa  Fe  loses  its  suit?  "If  we  can't 
build  Star  Lake,  we'll  truck  the 
coal,"  says  Reed,  who  plans  to  retire 
next  spring. 

That  first  segment  will  open  up  the 
Lee  Ranch  area,  in  northwest  New 
Mexico,  which  Santa  Fe  plans  to  mine 
itself.  Schmidt  expects  to  pour  $79 
million  into  Lee  Ranch  in  the  first 
phase  and  to  earn  between  20%  and 
30%  on  that  investment  (compared 
with  the  10%  the  company  earned  on 
its  total  operations  last  year). 

Reed  decided  to  go  ahead  with  Lee 
Ranch,  which  holds  245  million  tons 
of  coal,  after  convincing  Tucson  Elec- 
tric to  contract  for  15  million 
tons  between  1984  and  1991 — 
postponing  Tucson's  advance 
royalty  payments  on  its  leased 
New  Mexico  coal  until  1991. 
Now  Santa  Fe  is  adding  custom- 
ers: It  won  a  contract  last  month 
to  serve  a  New  Mexico  electric 
utility  with  20  million  tons  of 
coal  over  25  years. 

Eventually,  coal's  contribution 
to  Santa  Fe's  earnings  could  make 
it  rival  the  company's  principal 
diversification,  oil  and  gas,  which 
last  year  brought  in  38%  of  pretax 
earnings  and  14%  of  revenues. 
And  with  coal,  the  railroad  com- 
pany makes  a  double  profit:  on 
the  mining  and  on  the  shipping. 
Margins  on  shipping  coal  can  run 
20%  to  30%  of  revenues,  accord- 
ing to  First  Boston  rail  analyst 
Robert  Long. 
As  to  timing,  Reed  deserves  a  com- 
pliment for  not  being  mesmerized  by 
short-term  gloom — the  railroad  post- 
poned some  maintenance-of-way  ex- 
penditures in  order  to  stay  in  the 
black  in  the  third  quarter;  capital 
budgets  were  reduced  by  $191  mil- 
lion to  $402.5  million  this  year.  Still, 
he  committed  over  $30  million  for 
next  year's  expansion  in  coal  at  Lee 
Ranch.  Says  rail  expert  Isabel  Ben- 
ham  of  Printon,  Kane  Research  Inc., 
"It's  the  smartest  thing  they've  done 
in  years."  ■ 
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THE  ONLY  FORM  OF  INTERIOR  DECORATION 
THAT  EVER  MADE  A  LUXURY  CAR  PERFORM  BETTER. 


What  you  see  here,  spelled  out  in 
printed  circuits  and  tri-hemisphencal 
combustion  chambers,  is  the  philosophy 
of  BMW. 

A  philosophy  that  holds  that  noth- 
ing justifies  the  price  of  a  luxury  car  so 
conclusively  as  its  performance;  and 
that  nothing  heightens  its  performance 
more  than  its  underlying  technology. 

You  are  also  looking  at  one  of  the 
world's  most  efficient  translations 
of  theory  into  practice:  the  BMW  528e. 
THE  CAR  THAT  THINKS  ITS  WAY 

TO  HIGHER  PERFORMANCE. 

In  a  528e,  the  functions  of  the  en- 
gine include  not  just  internal  combustion, 
but  data  processing. 

Electronic  sensors  ask  all  manner  of 
questions  of  the  engine:  What  is  the 
precise  mixture  of  fuel  and  air?  How  far 
open  is  the  throttle? 

The  answers  are  fed  to  a  micropro- 


cessor that  makes  instantaneous  ad- 
justments, coaxing  maximum  perfor- 
mance from  minimum  fuel. 

The  coaxing  is  successful.  The  6- 
cylinder  'Eta'  engine— engineered  to  re- 
concile high  performance  with  high 
efficiency— delivers  a  surprising  [221  mpg, 
32  mpg  highway* 

Another  computer-driven  system 
asks  different  questions  of  the  engine: 
How  hard  has  it  been  driven?  And 
under  what  conditions7 

The  new  Service  Interval  Indicator 
processes  this  data  and  then  informs 
the  driver  when  service  is  warranted. 

The  528e's  technology  also  resides 
beneath  fenders  and  within  wheel  wells. 

There  you'll  find  one  of  the  most 
important  innovations  in  independent 
rear  suspension  design  in  perhaps 
a  generation— a  suspension  engineered 
to  deliver  road  holding  of  almost  un- 


precedented stability  and  tenacity. 
INPUT:  TECHNOLOGY  OUTPUT:  FUN. 

Not  all  the  528e's  virtues  are  quite 
this  hidden  or  unfathomable. 

There's  another  called  'fun'— a  driv- 
ing experience  Car  and  Driver  termed 
"vintage  BMW." 

Other  528e  comforts  include  an 
optional  onboard  computer  that  pro- 
vides everything  from  outside  tempera- 
ture readings  to  anti-theft  protection 
—and  the  palpable  sense  of  well-being 
provided  by  BMW's  3-year/36,000-mile 
limited  warranty  and  a  6-year  limited 
warranty  against  rust  perforation.** 

So  before  you  invest  a  considerable 
sum  in  a  luxury  sedan,  we  suggest  you 
visit  your  nearest  BMW  dealer. 

For  a  thorough  test  drive 
in  a  528e.  And  an  equally  re- 
vealing tour  beneath  its  hood. 
THE  ULTIMATE  DRIVING  MACHINE. 


BMW.  MUNICH,  GERMANY 


•EPA-estimated  fuel  efficiency  figures  for  comparison  only  Your  actual  mileage  may  vary,  depending  on  speed,  weather  and  trip  length;  actual  highway  mileage  will  most  likely  be  lower  "See  your 
BMW  dealer  for  complete  details  ©  1982  BMW  of  North  America,  Inc.  The  BMW  trademark  and  logo  are  registered  trademarks  of  Bayerische  Motoren  Werke,  A  G. 


Streetwalker 


Things  your  broker 
doesn't  tell  you 

W'  hat's  your  patience  quotient? 
Brokers  assume  it  isn't  very  high 
if  you  are  an  individual  investor,  and 
therefore  they  hesitate  to  recom- 
mend stocks  they  don't  think  are 
ready  to  move.  Theory  is  you'd  rath- 
er pay  more  but  get  instant  gratifica- 
tion when  the  stock  is  moving  fast. 
They  are  wary  of  putting  you  in  ear- 
ly, even  if  it  gets  you  a  better  buy. 

Which  is  why  the  big  houses  tend  to 
give  one  kind  of  advice  to  their  insti- 
tutional clients  and  another  kind  to 
their  individual  clients.  Rightly  or 
wrongly  they  assume  the  institutions 
have  a  longer  time  horizon,  a  higher 
patience  quotient.  Therefore,  they  are 
more  likely  to  give  institutions  stocks 
they  think  are  solid  values  but  may 
not  be  ready  to  move.  Put  it  this  way: 
They  are  more  likely  to  recommend  a 
sick  company  to  the  institutions,  pro- 
vided, of  course,  they  think  the  pa- 
tient will  recover. 

Now  you  know  why  machinery 
stocks  had  such  a  good  move  in  early 
November.  Caterpillar  Tractor,  Deere 
&  Co.,  American  Hoist  &  Derrick, 
Ingersoll-Rand— previously  market 
leader  laggards,  they  came  to  life  in 
early  November,  before  being  swept 
down  again  in  the  general  decline.  Far 
from  turning  around,  most  of  these 
companies  face  further  troubles.  But 
analysts  have  been  reminding  clients 
that  these  are  solid  companies  cur- 
rently available  at  cyclically  low 
prices.  Apparently  some  institutions 
bought  the  argument,  'because  these 
stocks  experienced  a  buying  bulge. 
The  important  thing  is:  Don't  inter- 
pret this  strength  as  predicting  an  ear- 
ly turn  in  the  heavy  machinery  and 
farm  equipment  business;  it  simply 
isn't  in  the  cards.  So,  buy  the  stocks  if 
you  want  long-term  values  at  a  rea- 
sonable price  but  not  if  you  are  look- 
ing for  companies  with  good  near- 
term  prospects. — Priscilla  S.  Meyer 


Sincere  flattery 

Merrill  Lynch's  Cash  Management 
Account  has  been  such  a  big  suc- 
cess a  lot  of  other  people  are  copying 
it.  We  appreciate  the  flattery,  says 
Merrill,  but  we  want  to  be  paid  for  our 
idea.  Merrill,  having  patented  the  sys- 
tem, wants  royalties  from  others  us- 
ing it.  Eight  firms  have  received  stiffly 
worded  letters  to  that  effect.  Paine 
Webber,  which  calls  its  version  Re- 
source Management  Account,  both 


denies  any  patent  infringement  and 
questions  the  validity  of  the  patent. 
More  money  for  the  lawyers. — P.S.M. 


Long  shot 

Over  the  last  two  years,  the  film 
company  Filmways,  now  known 
as  Orion  Pictures,  lost  a  combined 
$135  million  and  was  on  the  verge  of 
bankruptcy.  Even  this  year  it  will 
barely  break  even  and  is  loaded  with  a 
debt-to-equity  ratio  of  over  2-to- 1 .  But 
in  the  current  bull  market  its  shares 
have  quadrupled  to  around  13'/2  from 
last  year's  low  of  3%.  Trading  has 
been  heavy,  too:  Although  it  has  only 
6.8  million  shares  outstanding,  Orion 
traded  1.4  million  shares  in  just  seven 
trading  days  in  November.  What's  all 
the  excitement?  Investors,  increasing- 
ly ready  to  shoot  craps  since  the  mar- 
ket turned  around  in  August,  are  gam- 
bling that  the  new  management 
team — the  same  that  once  built  Unit- 
ed Artists  into  a  major  company — can 
pull  a  turnaround.  For  next  year  there 
are  12  major  pictures  on  the  schedule, 
including  the  film  adaptation  of  the 
bestselling  political  thriller  Gork\< 
Park,  a  Rodney  Dangerfield  comedy 
and  a  spoof  of  the  old  swashbuckler 
Corsican  Brothers. 

But  Orion's  real  appeal  is  that  it  is 
about  the  only  pure  movie  buy  left, 
what  with  Columbia  acquired  and 
20th  Century-Fox  gone  private.  And 
everyone  knows  what  one  real  block- 
buster can  do  for  a  company  with  a 
low  capitalization.  Orion's  chances  of 
coming  up  with  a  $100  million  win- 
ner are  remote,  but  if  it  should  do  so 
the  impact  on  its  bottom  line  would 
be  breathtaking — as  much  as  $7  a 
share.  Comments  movie  stock  ana- 
lyst Dennis  Forst  of  Bateman  Eichler, 
Hill  Richards:  "Where  else  can  you 
get  a  pure  movie  play  with  a  relatively 
low  capitalization  for  just  13  V2  a 
share?" — Thomas  Jaffe 


For  whom  the 
Ball  tolled 

It's  hard  to  believe,  but  the  depar- 
ture of  President  George  Ball  last 
July  may  have  cost  E.F.  Hutton  stock- 
holders more  than  a  half-billion  dol- 
lars. Here's  the  reasoning.  At  the  be- 
ginning of  1982  Hutton  shares  sold  at 
a  nice  premium  to  Merrill  Lynch 
shares.  The  score:  Hutton  39;  Merrill 
34.  Since  then  Merrill  has  nearly  dou- 
bled to  65  while  Hutton  shares  are  up 
only  13%,  to  44.  Hutton's  latest  12 
months'  return  on  equity  and  return 


on  capital  were  about  equal  to  Mer- 
rill's. So,  why  are  Hutton  shares  lag- 
ging the  brokerage  stocks?  Apparently 
because  investors  are  still  mourning 
the  departure  of  44-year-old  George 
Ball,  who  quit  to  become  CEO  at  Pru- 
dential-Bache  and  later  persuaded  a 
number  of  Hutton  stars  to  join  him — 
including  the  much-quoted  econo- 
mist Ed  Yardeni  (Forbes,  June  7).  If 
Hutton  shares  still  sold  at  their  old 
ratio  to  Merrill  shares,  their  current 
price  would  be  around  75,  31  points 
above  the  recent  price.  Multiply  that 
by  Hutton's  1 7  million  shares  and  you 
get  a  shortfall  of  more  than  $525  mil- 
lion. That's  a  lot  of  money  for  one 
man  to  be  worth. — Richard  L.  Stern 


Better  dead 

Dealing  in  TV  stations  is  one  of  the 
nicest  ways  there  is  to  raid  the 
federal  treasury.  Here's  how  it  works: 
Suppose  you  own  a  TV  station  carried 
at  only  a  couple  of  million  dollars  on 
your  books.  Almost  the  entire  cash 
flow  is  profit,  thus  fully  taxable  be- 
cause you  don't  have  much  depreci- 
ation. But  now  sell  that  station  for, 
say,  $50  million.  The  new  owner  now 
depreciates  from  a  much  higher  cost 
basis  and,  probably,  shelters  his  entire 
cash  flow  from  taxes  until  the  depre- 
ciation base  again  dwindles  away. 
You  keep  the  game  going  by  selling 
your  depreciated  station  and  buying 
another  to  build  your  depreciation 
base  again.  In  short,  the  station  is 
worth  more  to  buyer  than  to  seller 
and  hence  commands  a  good  price. 
High  interest  rates  put  a  crimp  in  this 
business;  it  works  best  when  the  pur- 
chase price  is  borrowed,  thus  provid- 
ing a  double  offset  to  earnings. 

So  now  that  rates  are  going  down, 
Bruce  Sundlun,  CEO  of  Providence- 
based  Outlet  Co.,  must  be  happy.  The 
company  he  wants  to  peddle  has  no 
fewer  than  five  TV  stations  and  five 
radio  stations  to  boot.  Two  of  his  sta- 
tions are  in  very  hot  markets — Orlan- 
do and  San  Antonio — and  all  are  the 
more  desirable  VHF.  Sundlun  had 
been  on  the  verge  of  selling  to  Colum- 
bia Pictures  when  Columbia  itself 
sold  out  to  Coca-Cola,  which  didn't 
like  the  look  of  Outlet's  balance 
sheet.  Flawed  balance  sheet  or  not, 
Outlet's  3.6  million  shares  (fully  di- 
luted) have  been  moving  up  lately. 
The  betting  is  that  breakup  value,  net 
of  debt,  will  work  out  to  at  least  $300 
million,  more  than  $80  a  share. 
Recent  price:  41 'A.— T.J. 
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From  the 
Championship  Heritage 

of  Two  Great  Raigjws  Comes 
Norfolk  Southern  Corporation 

thethoroughbred 


41,000  employees  keep  freight  on 
the  move  to  major  cities  as  far 
north  as  Ontario,  Canada,  as  far 
west  as  Kansas  City,  Mo. ,  as  far 
south  as  New  Orleans,  La. 


A  railway  system  that  goes  the  distance  to  bring  shippers 
innovations  that  improve  service,  speed  up  deliveries  and 
cut  distribution  costs. 

The  new  Norfolk  Southern  Corporation  came  into  the  world 
from  the  union  of  two  mighty  railway  systems — Norfolk  and 
Western,  and  Southern.  And  from  them  it  inherits  a  tradition 
of  superior  service  to  shippers. 

How  can  this  thoroughbred  corporation  bring  changes 
which  add  up  to  savings  for  its  customers? 

With  its  18,000  miles  of  single-system  track,  the  Norfolk 
Southern  system  offers  additional  run-through  trains  past  major 
terminals.  For  them,  no 


waiting  for  connections, 
no  switching  delays.  The 
result:  Time  saved. 
Money  saved. 
iVorfolk  Southern  is  opening  five  new 
gateways.  Now  shipments  can  get  around  heavy 
traffic  and  bypass  crowded  yards.  The  result:  Time 
saved.  Money  saved. 

Shorter  transit  times,  faster  and  clearer 
communications,  help  to  keep  distribution  costs 
low.  These  are  some  of  the  new  services  which 
make  Norfolk  Southern  a  winner  with  shippers. 

Put  your  money  on  The  Thoroughbred.  You 
can't  lose.  We  have  86  sales  offices  around  the 
country.  For  more  information  call  your  local 
Norfolk  Southern  sales  office. 


JACKSONVILLE 


With  an  18,000  mile  single-system,  Norfolk  Southern 
offers  shippers  more  direct  and  efficient  routes  for 
moving  freight  between  east,  west,  north  and  south. 


NORFOLK 
SOUTHERN 


TheThoroughbred 

©  1982,  Norfolk  Southern  Corporation  P.O.  Box  3609,  Noifolk,  Va.  23514-3609. 

Norfolk  and  Western  Railway  Company  and  Southern  Railway  Company  are  subsidiaries  of  Norfolk  Southern  Corporation. 


The  Up  &  Comers 


Who  could  get  excited  about  a  grimy  little 
company  with  only  one  product,  and  an 
ancient  one  at  that? 


"Here,  Hugo, 
take  your  salary" 


By  Barbara  Rudolph 


Georgia  Bonded  Fibers  has  its 
headquarters  in  a  two-story 
brick  building  at  the  end  of  a 
dreary  side  street  in  a  partly  aban- 
doned section  of  Newark,  N.J.  ("Geor- 
gia" refers  not  to  the  state  but  rather 


to  the  founder's  wife.)  Climb  up  a 
dingy  flight  of  stairs  to  a  tiny  waiting 
room  and  ask  to  speak  to  the  chair- 
man, Hugo  Surmonte,  and  his  60- 
year-old  secretary — who  doubles  as  a 
company  director  and  corporate  secre- 
tary— shouts  out  his  name,  as  she  has 
done  for  43  years. 


Georgia  Bonded  Fibers  (1982  sales, 
$30  million)  makes  one  product,  Bon- 
tex,  a  synthetic  used  to  make  insoles 
for  shoes,  lining  for  luggage  and  hand- 
bags, and  visors  for  baseball  caps.  Pov- 
erty row?  Far  from  it.  Return  on  equi- 
ty has  averaged  34%  over  the  past  four 
years.  Earnings  have  nearly  quadru- 
pled in  the  last  five  years,  to  $1.8 
million  for  the  fiscal  year  ended  last 
June.  But  all  this  has  excited  no  inter- 
est whatever  across  the  Hudson  River 
on  Wall  Street.  GBF  shares  trade  there 
at  just  3  or  4  times  earnings,  bull 
market  or  no,  mainly  because  they're 
rarely  traded.  After  all,  the  outside 
public  owns  only  28%  of  the  com- 
pany. The  Surmonte  family  and  com- 
pany officers  own  the  rest. 

But  if  outside  investors  aren't  inter- 
ested, other  businessmen  should  be. 
This  company  is  a  splendid  demon- 
stration of  what  good  attention-to-de- 
tail management  can  do  in  the  most 
prosaic  of  businesses. 

Surmonte,  a  diminutive,  soft-spo- 
ken 74,  grew  up  in  the  business.  His 
father,  who  came  to  this  country  from 
Italy  in  1904,  started  out  in  the  leath- 


Hugo  Surmonte  of  Geori 


?d  Fibers,  then  and  iiou 


"If  only  they  had  listened  to  me,  we  could've  had  the  cat  by  the  tail." 
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Our  2-Pound  Pak  makes  you 
look  good  for  less. 


"They  say  the  price  Jonesy  pays 
for  success  is  only  $9.35" 


V  USPS  1982 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  flat  rate  that  lets  you  send 
up  to  2  pounds  delivered  overnight,  anywhere 
we  go,  for  only  $9.35.  It's  called  the  2-Pound 
Pak,  and  it'll  make  you  look  good  for  less. 

Here's  why: 
Economy:  It  costs  about  half  as  much  as  the 
$20.00  some  charge  to  send  2  pounds. 
Reliability:  We  now  deliver  over  70,000  over- 
night packages  and  letters  on  time,  every  day. 
Convenience:  In  major  cities  you'll  find  spe- 
cial Collection  Boxes.  Or  give  your  pack- 
age to  the  letter  carrier  who  comes  to  your 
building,  or  find  us  in  over  3,000  Post 
Offices  in  1 ,200  cities. 
Use  the  Express  Mail  2-Pound  Pak  for  all  your 
overnight  deliveries.  The  price  you  pay  for 
success  will  be  less. 


Express  Mail  ^ 
Next  Day  Service.^ 


l^FDiamorid 
Iovelfyot  (bttectiot^ 


The  Up  &  Comers 


er  trade.  Leather  companies  flour- 
ished in  Newark  in  those  days  be- 
cause the  pure  water  was  considered 
ideal  for  tanning.  In  1934,  six  years 
after  his  father's  death,  Hugo  Sur- 
monte  decided  to  go  into  business  for 
himself.  He  was  26  and  his  total  cap- 
ital was  $28  in  cash  and  trade  credit 
from  his  father's  old  friends  in  the 
luggage  business. 

For  a  while  Surmonte  eked  out  a 
living  by  coating  regenerated  leather 
and  selling  the  product  to  shoe  and 
luggage  manufacturers.  It  was  a  liv- 
ing. In  1939,  a  division  of  Du  Pont 
wanted  a  better  coating  for  the  shoe 
insoles  it  then  manufactured.  Sur- 
monte's  process  proved  so  good  that 
Du  Pont  persuaded  him  to  become  its 
single  distributor  and  coater.  Later  it 
sold  that  plant  to  a  group  that  includ- 
ed Surmonte. 

Not  a  lot  has  changed  over  the  years 


"If  the  price  is  right,  you 
have  to  sell,"  Surmonte 
says,  but  dully,  as  though 
he  were  reciting  a  story  he 
didn't  believe. 


except  that  the  company  has  become 
more  and  more  expert  in  its  little 
field.  The  original  product,  Bontex, 
still  accounts  for  close  to  90%  of 
sales.  With  the  worldwide  market 
only  some  $125  million,  little  GBF 
flourishes  in  an  area  that  no  larger 
company  would  bother  with — or  has 
the  expertise  for. 

How  does  Georgia  Bonded  do  it? 
Just  persistent  attention  to  small  de- 
tail. Surmonte  is  obsessed  with  qual- 
ity control,  for  example:  "If  the  mate- 
rial was  on  the  edge  of  good,  but 
wasn't  quite  there,  we  would  throw  it 
out,"  he  says.  He  shows  a  similar  de- 
votion to  good  customer  relations: 
Surmonte  called  on  them  every  ten 
days,  and  "if  they  needed  something 
yesterday,  we  did  our  best  to  get  it." 
And,  finally,  he  keeps  costs  down. 

His  success  secret?  Never  resting 
on  his  laurels,  never  taking  success 
for  granted. 

Even  so,  it  hasn't  all  been  smooth 
sailing.  Surmonte  still  winces  when 
he  talks  about  his  failure  to  get  his 
company  overseas  early  enough.  "It 
was  my  big  boo-boo,"  he  says.  That 
was  back  in  the  early  1960s.  The 
American  shoe  industry  was  already 
beginning  to  show  signs  of  wear  and 
tear  at  the  hands  of  imports,  and  Sur- 
monte was  selling  overseas  through  a 


Raton,  Ft.  Lauderdale,  Miami,  Plantation.  West  Palm 
Beach,  FL;  Kensington,  MD:  Dearborn,  Ml:  Las  Vegas, 
NV:  Short  Hills,  NJ;  Dallas.  Houston,  Piano,  TX; 
McLean,  Fairfax,  VA;  and  Bellevue,  WA. 


WINE  CUSTOMER: 


LEGH  KNOWLES : 


Do  your  wines  have 
prismatic  luminescence?" 

Would  you  mind  repeating 
that  in  English?" 


Some  wine  connoisseurs  get  so  carried  away  when  they 
talk  about  wine,  they*re  incomprehensible.  I  feel  quality 
wine  speaks  for  itself.  Sample  any  Beaulieu  wine.  And  taste 
how  soft,  rich  and  balanced  it  is.  Then  you'll  realize  why 
we  let  Beaulieu  wines  speak  for  themselves. 


'President,  Beaulieu  Vineyard.  Napa  Valley.  California 
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French  distributor.  He  wanted  to  form 
a  joint  venture  to  build  a  factory,  but 
the  French  weren't  interested.  "If 
they  had  only  listened  to  me,"  Sur- 
monte  shouts,  banging  his  fist  on  the 
table,  as  though  the  20  years  had  not 
elapsed,  "we  could've  had  the  cat  by 
the  tail." 

What  particularly  galls  Surmonte  is 
not  so  much  his  bad  timing  as  the  fact 
that  he  was  bested  by  some  onetime 
partners  at  a  company  called  Texon, 
which  is  now  a  division  of  Emhart 
Corp.  Texon  built  an  overseas  plant  in 
1965,  a  good  five  years  before  Sur- 
monte's  plant  in  Belgium  was  set  up. 
Score  one  for  Texon:  While  Surmonte 
claims  to  beat  Texon  domestically, 
with  55%  of  the  market,  overseas 
Texon  probably  enjoys  a  dominant 
share  of  some  60%.  And  that  market 
is  far  larger;  today,  some  75%  of  GBF's 
sales  are  outside  the  U.S. 

Surmonte's  son-in-law,  GBF  Presi- 
dent fames  Kostelni,  suggests  that  not 
only  did  the  company  get  overseas 
late,  but  it  nearly  didn't  make  it  at  all. 
That's  because  when  the  move  was 
made,  in  1971,  Surmonte  refused  to 
issue  any  more  equity,  and  borrowed 
$2  million  over  the  next  three  years. 
By  1977,  the  company  had  a  $75,000 
net  capital  deficiency.  Finally,  in 
1979,  debt  was  almost  equal  to  equity. 
"We  had  been  grossly  undercapital- 
ized," Kostelni  says. 

Surmonte's  focus  now  is  on  the  few 
remaining  untapped  world  markets 
for  shoe  materials:  parts  of  Indonesia, 
and  soon,  he  hopes,  China  and  Africa. 
The  question,  though,  is  whether  fur- 
ther geographic  expansion  will  con- 
tinue to  compensate  for  the  com- 
pany's dependence  on  one  product. 
Surmonte  admits  that  diversification 
would  probably  be  a  good  idea.  Unfor- 
tunately, none  of  his  prior  attempts 
have  worked  out. 

Hugo  Surmonte's  heir  apparent  is 
the  47-year-old  Kostelni,  who  has 
been  with  the  company  ever  since 
marrying  Surmonte's  daughter  Dolo- 
res in  1959.  While  his  relationship 
with  his  boss  and  father-in-law  has 
been  stable,  there  are  some  "frustra- 
tions," he  says.  Mention  the  com- 
pany's Newark  headquarters  and  Kos- 
telni laughs:  "Did  you  pull  up  in  an 
armored  car?  That's  a  tough  neighbor- 
hood. I  am  champing  at  the  bit,"  he 
admits,  but  adds  that  he  doesn't  see 
Surmonte  stepping  down  any  time  in 
the  foreseeable  future. 

Surmonte's  other  option,  of  course, 
is  to  sell  out,  as  his  competitor  Texon 
did  a  year  ago.  Emhart  paid  $60  mil- 


lion, or  around  12  times  earnings.  Pre- 
sumably, Georgia  Bonded  Fibers 
could  command  a  similar  attractive 
multiple. 

"If  the  price  is  right,  you  have  to 
sell,"  Surmonte  says,  but  dully,  as 
though  he  were  reciting  a  story  he 
didn't  believe.  Gazing  out  the  win- 
dow at  the  city  where  he  has  worked 
his  entire  life,  Surmonte  says:  "I'd  just 
hate  to  sell  out.  Because  I  know  that  if 
I  do  they're  going  to  put  me  in  a  little 
office  somewhere  and  say,  'Here, 
Hugo,  take  your  salary.  You  don't 
even  have  to  come  in  if  you  don't 
want  to.'  " 


The  second 
time  around 

By  1971  Al  Lapin  Jr.  had  $2  million 
in  his  pocket,  and  he  was  bored. 
He  had  parlayed  a  small  pancake 
house  into  a  $100  million  (sales)  na- 
tionwide chain,  International  House 
of  Pancakes.  But  then  he  had  overex- 
panded  and  his  board  had  balked  at  his 
reorganization  plans.  So  Lapin  sold 
out  his  10%  stake  in  the  company. 
"Then  a  broker  called  and  said  he 
thought  he  could  raise  some  money 
for  me  based  on  my  record  at  IHOP," 
he  recalls.  Lapin  jumped  at  the  chance. 
What  Lapin  wanted  was  a  business 
that  wouldn't  require  too  much  cap- 
ital from  franchisees,  or  too  many  em- 
ployees, or  too  much  retail  space. 

He  found  those  key  ingredients  in 
Toledo,  Ohio-based  Quickprint,  Inc., 
a  14-year-old  franchiser  of  instant 
printing  centers.  Lapin  was  lucky. 
Quickprint  enjoys  the  dubious  dis- 
tinction of  being  the  last  company  to 
be  brought  public  by  John  Muir  before 
that  brokerage  house  collapsed. 

From  that  precarious  beginning, 
however,  Quickprint  now  franchises 
525  printing  centers.  In  fiscal  1982  the 
company  earned  $204,000  on  sales  of 
$10.6  million. 

The  market  for  while-you-wait 
printing  centers  now  stands  at  some 
$2.5  billion,  and  Lapin  figures  it  could 
grow  30%  a  year.  Most  of  the  custom- 
ers are  businessmen,  not  consumers. 
Franchisees  can  expect  pretax  mar- 
gins of  20%  in  a  good  year,  and  Lapin 
rakes  in  royalty  fees  of  5%  of  gross. 
That  gave  him  a  pretax  margin  of  2% 
last  year. 

When  Lapin  took  over  he  was 
forced  to  help  finance  the  franchisees. 
Quickprint  took  down  a  $1  million 
bank  loan  and  another  $800,000  loan 
from  various  -officers  of  the  company, 
bringing  long-term  debt  to  $2.4  mil- 
lion, or  38%  of  equity.  But  there  is 
also  some  $1.3  million  in  off-balance- 
sheet  financing. 


So,  it  is  not  going  to  be  as  easy  as 
flipping  pancakes  to  make  Quickprint 
the  McDonald's  of  the  industry,  as 
Lapin  hopes.  There  is  strong  regional 
competition — from  Minuteman  in 
the  East  to  Postal  Instant  Press  on  the 
West  Coast.  Quickprint  offers  no  ser- 
vices that  its  competitors  don't  also 
offer.  And  that  30%  growth  figure 
may  be  optimistic.  "We  will  do  it," 
says  Lapin,  who  clearly  relishes  being 
back  in  business.  "I  am  just  not  the 
kind  of  guy  who  could  lie  on  the 
beach  forever." — B.R. 


Making  and 
keeping  niches 

Any  company  whose  main  markets 
are  the  construction  and  auto- 
mobile industries  ought  to  be  hurting 
these  days.  So,  how  account  for  the 
prosperity  of  Apogee  Enterprises,  a 
$160  million  (sales)  Minneapolis- 
based  glass  products  company?  Apo- 
gee expects  to  post  yet  another  20% 
gain  in  earnings  this  year  and  main- 
tain its  23%  return  on  equity.  It  is 
loaded  with  cash  and  has  only  moder- 
ate long-term  debt. 

What's  the  secret?  Niches.  Market 
niches.  Apogee's  window  division  ac- 
counts for  24%  of  sales  and  a  dispro- 
portionate 49%  of  earnings.  It  offers  a 
premium-priced  product  aimed  at  the 
top  end  of  the  booming  office  con- 
struction business — a  nice  niche.  Apo- 
gee has  landed  contracts  for  buildings 
like  the  new  AT&T  headquarters  in 
New  York  and  Madison  Plaza  in  Chi- 
cago because  of  its  innovative  designs, 
on-time  delivery  and  reputation  for 
reliability.  Architects  particularly  like 
the  fact  that  Apogee  takes  total  re- 
sponsibility for  its  windows,  no  small 
matter  when  you  think  of  Boston's 
John  Hancock  Building,  which  began 
popping  its  windows  in  1975  at  a  cost 
of  well  over  $6  million. 

In  auto  glass,  too,  Apogee  goes  in  for 
niches.  Its  exposure  to  the  ailing  and 
rapidly  changing  automobile  business 
is  limited  to  replacement  wind- 
shields for  foreign  cars.  That  market 
area  held  steady  last  year. 

But  even  cleverly  picked  niches 
can't  protect  you  forever.  At  the  mo- 
ment, for  example,  the  office  building 
boom  has  created  an  oversupply  of 
space,  and  new  construction  is  slow- 
ing. Apogee  Chairman  Russ  Baum- 
gardner  says  he  plans  to  counter  that 
with  research:  "With  2%  of  the  office 
window  market,  we'll  prosper  even  if 
the  market  goes  down  30%  if  we  can 
increase  our  penetration  by  just  1%," 
he  says.  Apogee  has  introduced  a  new 
long-lasting  color  impregnation  pro- 
cess for  the  aluminum  skins  of  sky- 
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'83  Ford  Bronco  takes  to  the  mountains 

lore  torque  than  any  6-cylinder  4-^ 


It's  just  one  reason  Bronco  " 
is  the  No.  1  seller  in  its  class.* 
Inside,  there's  room  and  comfort  for 
six  with  optional  twin  bench  seats.  Or  go  with 
standard  bucket  seats  up  front.  Even  underneath, 
Bronco's  up  on  the  competition.  It's  the  only 
full-size,  American-built  sport  utility  with 
independent  front  suspension.  Tough  Ford 
Bronco.  It's  a  beautiful  way  to  go! 
Get  it  together  —  Buckle  up . 

+Based  on  R.L.  Polk  8t  Co.  calendar  year 
registrations  as  ol  May,  1982. 


tional  Captain's  Chairs  s 


4.9LS 

comparison.  Your  mileage  may  differ  de- 
pending on  speed,  distance  and  weather. 
Actual  highway  mileage  lower.  Califor- 
nia ratings  may  be  less.  See  your  Ford 
Dealer  for  the  1983  EPA  Gas  Mileage  Guide. 


FORD  BRONCO 


FORD  DIVISION 


Mild  [ 


1 


"My  communications  system 
vorks  so  well,  I  don't  have  to  know  it's  there!' 

No  matter  what  business  you're  in,  communications  is  a  vital  part 
:your  operation-  You  can't  afford  to  have  your  voice  system  or  your  data  system 
)ing  down,  because  downtime  means  lost  dollars  to  you.  But  you  don't  have 
Le  time  or  desire  to  become  a  communications  expert,  just  to  keep  the  system 
inning.  That's  why  you  need  Bell. 

We  let  you  get  your  job  done  by  doing  ours.  Bell  provides  you  with 
communications  system— data  and  voice— that  helps  you  get  your  work  done 
ore  productively. 

"What  I  like  about  the  Bell  System','  says  Ford  executive  Jim  Why te, 
Lanager  of  the  largest  truck  plant  in  the  free  world,  "is  that  problems  get  handled 
"fore  I  know  they  exist.That's  what  I  call  service,  and  that's  why  I  chose  Bell!' 

When  it  comes  to  data  or  voice,  come  to  Bell.  We  help  you  get  your 
b  done.  Call  your  Bell  Account  Executive  today. 

The  knowledge  business 


The  Up  &  Comers 


scrapers  timed  to  coincide  with  awak- 
ening color  consciousness  among 
avant-garde  architects.  And  there's  a 
tough  new  window  for  prisons  that  is 
supposedly  breakproof.  To  demon- 
strate, Apogee  recently  provided  skep- 
tics with  any  tool  they  wanted,  from 
sledgehammers  to  acetylene  torches, 
and  a  half  hour  to  get  through  the 
window.  None  of  the  dozen  partici- 
pants could.  There's  even  a  product 
that  could  bring  hope  to  office  work- 
ers in  modern  high-rise  buildings — a 
window  that  opens. 

Will  Apogee's  profits  growth  con- 
tinue even  if  there's  a  full-fledged 
office  building  slump?  "Oh,  sure," 
says  Baumgardner,  with  a  reassur- 
ing chuckle.  "If  necessary  we'll 
take  the  foreign  work  we  have  been 
turning  down.  Remember,  my  offi- 
cers and  I  own  47%  of  the  stock  in 
this  company,  and  that's  a  hell  of 
an  incentive." — Laura  Saunders 

But  a  bumblebee 
can't  fly  either 

Ask  a  simple  question  like  what 
does  it  cost  to  make  your  prod- 
uct— in  this  case,  in-house  films  for 
companies  like  Polaroid,  IBM, 
Chrysler  and  Merrill  Lynch — and  Da- 
vid and  Albert  Maysles  (pronounced 
MAY-zels)  flip  out: 

David,  50,  wearing  tennis  shoes: 
"We  spend  $20,000  a  week." 

Albert,  55,  in  a  black  leather  jacket: 
"You  are  joking." 

David:  "Are  you  talking  about  sala- 
ries and  everything?" 

Albert:  "Yes.  We  are  not  spending 
$1  million  a  year  on  overhead." 

David:  "Sure  we  do.  Figure  in  every- 
thing." 

Albert:  "No  we  don't.  Maybe 
$5,000  a  week,  which  would  be 
$250,000  a  year." 

David:  "Well,  I'll  think  about  it." 

No  wonder  that  when  a  group  of 
Harvard  business  students  toured 
Maysles  Films'  Manhattan  office  they 
concluded  the  company  should  have 
gone  bankrupt  right  after  it  was 
founded  21  years  ago. 

Well,  Harvard  has  been  wrong  be- 
fore. The  Maysles  are- far  from  broke. 
Making  in-house  corporate  films  and 
commercials  for  Ford,  Jell-O  and 
Schmidt's,  the  Maysles  brothers 
grossed  about  $2  million  last  year. 

It  all  began  in  1955,  when  a  Boston 
University  psychology  professor,  Al- 
bert Maysles,  walked  into  CBS  and 
talked  the  news  department  into  let- 
ting him  borrow  a  camera  to  use  on 


David  and  Albert  Maysles  of  Maysles  Films 

'Take  a  guy  stepping  off  a  plane.  I  say,  'Why  do  you  fly  United?' 


his  tour  of  Russia. 

The  idea  was  to  film  a  documentary 
on  Soviet  mental  hospitals,  and  when 
Albert  returned,  he  sold  the  film  to 
Smith,  Kline  &  French  to  help  pay  for 
the  trip.  That  established  the  pattern 
that  exists  to  this  day.  The  company 
uses  its  commercial  work  to  finance 
critically  acclaimed  documentaries 
such  as  Grey  Gardens,  the  story  of  Jac- 
queline Onassis'  aunt  and  cousin  liv- 
ing in  a  dilapidated  Long  Island  man- 
sion, and  Salesmen,  a  story  about  four 
Bible  salesmen. 

After  returning  from  the  Soviet 
Union,  the  Maysles  did  work  for 
Time-Life  and  the  Kennedy  presiden- 
tial campaign.  There  was  even  a  film 
on  the  first  Beatles  tour  in  the  U.S. 
But  the  Maysles  didn't  really  hit  their 
stride  until  the  IBM  film  of  1964.  IBM 
was  looking  for  someone  to  make  a 
commemorative  film  for  its  50th  an- 
niversary. "We  wore  our  white  shirts 
and  everything,"  says  David. 

Then,  through  word  of  mouth,  the 


contracts  started  coming  in.  Polaroid 
commissioned  a  film  to  explain  new 
technology  to  its  employees.  Lee  Ia- 
cocca  wanted  a  film  to  inspire  his 
Chrysler  dealers  while  government- 
backed  loans  were  still  in  the  talking 
stage.  Merrill  Lynch  introduced  its 
new  chairman,  Roger  Birk,  to  its  em- 
ployees with  a  Maysles-made  film. 

The  Maysles  allow  no  scripts.  They 
work  with  only  a  small  hand-held 
camera  and  tape  recorder.  Says  David: 
"Take  a  guy  stepping  off  a  plane.  I  say, 
'Why  do  you  fly  United?'  He  says,  'I 
drive  a  Cadillac,  I  fly  United.'  No 
copywriter  would  ever  use  those 
words.  But  it's  strong." 

How  can  a  company  that  doesn't 
know  its  costs,  does  no  marketing  and 
has  little  idea  of  what  companies 
want  possibly  enjoy  such  success? 
David  Maysles  just  laughs:  "But  there 
is  no  way  that  the  bumblebee  can  fly 
either,"  he  says.  "From  an  engineer- 
ing point  of  view  it's  just  impossible. 
But  it  flies." — Laura  Rohmann 
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WE  SCREEN  OUR  ACCOUNTANTS 
SO  YOU  DON'T  HAVE  TO. 


When  you  call  for  a  temporary  accoun- 
tant, we'll  send  someone  who  is  slightly 
overqualified  for  the  job.  An  expert. 

That's  because  we  carefully  screen  our 
Accountemps  employees.  Find  out  who  they 
are,  and  what  they  do  best. 

And  that's  not  just  true  for  our  accountants 
But  also  for  our  bookkeepers.  Our  auditors. 
Our  data  processors,  too. 

In  fact,  to  keep  our  standards  high, 
we  even  screen  the  people  who  do 
the  screening. 

When  you're  a  specialist,  that's 
t  he  way  you  do  business. 

And  because  we're  affiliated  with 
the  Robert  Half  organization,  we 
attract  more  financial  and  accounting 


4 


4 


people  than  any  other  temporary 
personnel  service. 
So  we're  able  to  find  an  expert  for 
:  your  specific  need.  Whether  it's  a 
bookkeeper  for  a  day  or  25  accountants 
for  a  month. 
Contact  any  of  our  80  offices  across 
the  United  States,  Canada  and  Great  Britain. 
Ask  a  few  questions.  Check  our 
references. 

We  won't  mind. 
If  you  have  to  screen  us  before 
you  put  us  to  work,  we'd  be  the  first 
to  understand 


accountemps 

Rent  an  Expert. 


m 


©1982  Robert  Half  International.  Inc. 
All  Offices  Independently  Owned  and  Operated. 
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All  Roy  McKnight  and  his  friends  had 
hoped  for  was  to  rescue  a  dying  company. 
Now  their  My lan  Laboratories  is  one  of  the 
profit  leaders  in  generic  drugs. 


The  good 
Samaritans 


By  Stanley  W.  Angrist 


I'm  not  so  sure  I  would  want  to 
go  through  this  again,"  says  My- 
lan  Laboratories  Chairman  Roy 
McKnight,  shaking  his  head.  "It  sure 
was  stressful." 

Although  you  wouldn't  guess  it 
from  Mylan's  close  to  40%  return  on 
equity  this  year,  or  the  fact  that  earn- 
ings have  climbed  sixfold  in  the  past 
four  years  on  doubling  sales  volume, 


the  little  ($32  million  sales)  generic 
drug  producer  had  one  foot  in  the 
grave  just  six  years  ago. 

McKnight  well  remembers  what 
things  were  like  at  Mylan  when  he 
took  over  as  chief  executive  in  mid- 
1976:  "We  had  $1.9  million  in  ac- 
counts payable,  with  70%  of  that 
more  than  150  days  old.  We  owed 
more  than  $400,000  in  delinquent 
withholding  and  FICA  taxes.  We  had 
320  production  people  out  on  strike 


Mylan  Laboratories'  Roy  McKnight  and  Milan  Puskar 

"We  didn't  think  of  ourselves  as  turnaround  artists. 


even  though  we  didn't  have  a  union. 
Our  inventories  were  overstated  by  $2 
million.  And  we  had  a  negative  net 
worth  of  $900,000." 

So  why  did  Roy  McKnight  take  on 
this  hopeless  case?  As  the  55-year-old 
president  of  a  manufacturer's  repre- 
sentative company  whose  pension 
plan  happened  to  have  bought  some 
Mylan  stock  a  few  years  before,  he 
had  virtually  no  experience  in  the 
pharmaceutical  industry.  Nor  did  he 
have  glowing  visions  of  Mylan's  po- 
tential. "It  wasn't  that  I  saw  a  great 
opportunity  that  was  going  to  make 
us  all  wealthy,"  he  says.  "The  com- 
pany was  facing  imminent  bankrupt- 
cy. We  just  believed  there  was  no  rea- 
son why  a  generic  pharmaceutical 
company  couldn't  be  run  profitably." 

It  was  Milan  Puskar  who  convinced 
him  of  that.  Puskar,  one  of  the  origi- 
nal founders  of  the  company,  had  re- 
signed in  the  early  Seventies  because 
he  didn't  like  the  direction  the  com- 
pany was  taking  at  the  time.  Still  a 
devout  believer  in  the  potential  of  the 
generic  pharmaceutical  industry,  Pus- 
kar argued  that  Mylan  Laboratories 
had  a  future. 

But  first,  could  Mylan  be  turned 
around?  "Back  in  1976,"  says 
McKnight,  "that  was  an  open  ques- 
tion." But  McKnight,  Puskar  and 
Frank  Beber,  a  former  audit  partner  of 
accountants  Alexander  Grant  &  Co., 
had  enough  faith  in  their  own  busi- 
ness horse  sense  to  have  a  try.  "We 
didn't  think  of  ourselves  as  turn- 
around artists,"  says  McKnight.  "We 
were  businessmen  trying  desperately 
to  save  a  very  sick  company." 

So  they  simply  did  the  obvious.  But 
they  did  it  decisively:  To  buy  time 
they  managed  to  swing  a  critical 
$760,000  bank  loan  by  persuading 
board  members  to  guarantee  most  of 
it  personally.  A  few  months  later  they 
followed  that  up  with  an  infusion  of 
$375,000  in  new  equity  from  the  same 
board  members  and  officers  of  the 
company.  Meanwhile,  they  got  the 
striking  workers  back  on  the  job  by 
dropping  all  objections  to  unioniza- 
tion— but  not  before  firing  one-third 
of  the  work  force.  They  also  closed  a 
moneylbsing  warehousing  operation 
and  dropped  some  unprofitable  prod- 
ucts. Within  six  months,  Mylan  Labo- 
ratories was  back  in  the  black. 

McKnight,  a  quick  study  after  years 
of  serving  a  wide  array  of  different 
businesses  as  a  manufacturer's  repre- 
sentative, soon  absorbed  the  basics  of 
the  generic  drug  business.  By  concen- 
trating on  bulk  buyers  like  drug 
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Introducing  the  Falcon  200. 
The  first  human  engineered 


MM 


You've  probably  heard  that  we  at 
alcon  are  preoccupied  with  perfection. 
ife  are.  Trot's  wriy  after  years  ofdevel- 
ping  the  best  made,  best  perform- 
ig  business  jets  you  can  buy,  we  still 
?/t  there  was  one  thing  left.  To  give 
lem  the  best  interior  design  for  the 
uman  form. 

To  do  that,  we  enlisted  the  human 
ngineering  firm  of  Henry  Dreyfuss 
ssociates.  The  combination  of  Falcon 
X  technical  engineering  and  Dreyfuss 
uman  engineering  has  resulted  in 
?e  most  advanced  flying  business 
lachines  available  today.  Truly,  a  new 
eneration  of  business  jet,  as  indi- 
ated  on  our  chart. 


THE  FOUR  GENERATIONS  OF  BUSINESS  JETS 


Generation 
1 
2 


When  Characteristic 
1950's     Turbojet  engines  introduced 
1960's     More  efficient  fanjet  engines 

introduced  (Faicon  20) 
19  70 's     New  wing  technology  with 

improved  airfoils  (Falcon  50) 
1980's     Human  engineering  introduced 

(Falcon  100) 


Finally.  An  interior 
that  works  like  you  do. 

Take  the  seats.  Economically 
esigned  to  support,  to  fight  fatigue 
all  positions.  No  matter  where  you  're 
?ated,  or  how  your  seat  is  turned, 
yu'll  find  the  lighting,  air  vents,  cup- 
olders  and  ashtrays  all  logically 
id  comfortably  positioned. 
Now  the  tables.  How  often  have  you 
?en  tables  in  airplanes  that  are  too 
obbly  to  eat  from,  too  rough  to  write 


on,  too  small  to  put  your  briefcase  on, 
too  high  or  too  low,  or  that  bump 
against  your  knee  when  stowed? 

The  Falcon  100  is  human  engi- 
neered to  solve  such  problems.  Using 
a  scientific  process  based  on  studies 
of  human  motion,  every  piece  of  equip- 


ment was  designed  to  increase  effi- 
ciency. And  that  included  the  cabinetry, 
the  galley,  the  ample  outside  baggage 
compartment  and  especially  the  lava- 
tory. The  Falcon  100  lavatory  is  so  sim- 
ple, you  don't  need  to  be  taught  how 
to  use  it.  For  example,  its  door  slides 
open  or  closed  with  a  single  motion. 
Human  engineered 
for  pilots,  too. 

The  Falcon  100  will  be  the  first 
civil  jet  certified  with  the  new  Collins 
EFIS-85  Electronic  Flight  Instrument 
System,  the  latest  state  of  the  art  in 
avionics.  Using  three  computers  and 
five  CRT  displays,  EFIS  provides  unpar- 
alleled instrumentation  redundancy 


ADI  with 
speed  predictor 


HSI  with  weather  radar 
and  nav  overlay 

B 


plus  speed  prediction  and  other  func- 
tions never  before  available.  That's 
safety  engineering,  too. 

And,  because  it's  a  Falcon,  the  100 
is  designed  with  airliner-style  hydrau- 
lically  boosted  flight  controls  and,  in 
general,  a  degree  of  technical  sophis- 
tication and  backup  capability  other 
planes  don't  always  have. 

For  a  preview  of  this  exciting  new 
aircraft,  including  a  look  inside  its 
electronic  cockpit  and  Dreyfuss- 
engineered  passenger  cabin,  send 
in  the  coupon  or  call  Roy  Bergstrom 
at  201-288-8479. 
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FalconJet 


Teterboro,NJ  07608 

□  Please  send  me  information  on  the  Falcon  100. 

□  Pfease  have  salesman  call. 


Name  

Company. 
Address^ 

City 


Title. 


.State. 


-Zip. 


Phone  Number _L 
|  Now  flying  a  


rJ 


We  build  them  better  than  we  have  to. 

We  have  to. 


The  Up  &  Comers 

chains,  mail-order  houses  and  distrib- 
utors, Mylan  could  sell  commodity 
generics  under  their  chemical  names 
like  erythromycin  and  tetracycline, 
both  antibiotics,  without  having  to 
field  an  army  of  detail  men  to  contact 
doctors,  pharmacies  and  hospitals  di- 
rectly. Indeed,  Mylan  could  market 
its  commodity  drugs  quite  adequately 
with  just  four  men.  What's  more,  My- 
lan probably  could  use  those  same 
four  men  to  tap  a  far  larger  potential 
market  sitting  right  on  the  company's 
doorstep:  branded  generics,  or  off-pat- 
ent branded  drugs  with  limited  mar- 
kets that  the  big  pharmaceutical  com- 
panies farm  out  to  jobbers  for  manu- 
facture. Ten  times  the  size  of  the 
commodity  generic  drug  business  and 
far  more  lucrative  because  consumers 
and  their  doctors  are  willing  to  pay 
more  for  the  brand  name,  it  was  an 
obvious  opportunity  for  Mylan,  as  far 
as  McKnight  was  concerned.  He  was 
dead  right.  Today,  branded  generics 
account  for  40%  of  Mylan's  sales. 

Trading  on  his  past  experience, 
Beber,  vice  president  of  finance, 
meanwhile  installed  more  sophisti- 
cated cost  controls.  Milan  Puskar,  for 
his  part,  hammered  home  the  lesson 
that  new-product  introductions  were 
the  lifeblood  of  the  generic  drug  busi- 
ness, normally  accounting  for  one- 
third  of  sales  and  a  higher  percentage 
of  profits.  Never  was  that  more 
graphically  demonstrated  than  in  My- 
lan's fiscal  1981,  when  a  temporary 
freeze  on  new  generic  drug  approvals 
by  the  Food  &  Drug  Administration, 
caused  by  two  firms'  marketing  of 
unapproved  drugs,  coupled  with  in- 
ventory cutbacks  by  customers, 
chopped  Mylan's  earnings  briefly — 
from  $1.5  million  in  fiscal  1 980  to  just 
$631,000. 

If  Mylan  was  able  to  recover  dra- 
matically in  its  fiscal  1982  ending  in 
March  with  earnings  of  $3.8  million, 
it  was  due  largely  to  new-product  in- 
troductions, as  McKnight  explains: 
"On  Aug.  27,  1981  we  received  ap- 
proval to  manufacture  furosemide, 
the  generic  equivalent  of  the  number- 
one-selling  diuretic  drug  [about  $100 
million  in  annual  sales]  in  the  coun- 
try— Lasix,  manufactured  by  Hoechst. 
By  the  close  of  business  that  day  we 
had  booked  about  $1  million  in  sales 
for  furosemide,  and  within  three  days 
we  had  doubled  that  number.  Now 
keep  in  mind  that  the  company's  an- 
nual sales  in  that  fiscal  year  were  just 
$31.8  million!" 

Frank  Beber  explains  why  a  new 
generic  drug  gets  so  enthusiastic  a 


response  in  the  marketplace.  "Take 
the  antibiotic  Erythrocin,"  he  says. 
"Abbott  Laboratories  sells  it  to  the 
druggist  for  $13.27  per  hundred.  He 
typically  adds  $5.66  to  get  a  retail 
price  of  $18.93.  Now  our  equivalent 
erythromycin  stearate  costs  a  druggist 
just  $4.75  per  hundred.  He  normally 
adds  on  $6.24  for  a  retail  price  of 
$10.99.  So  in  the  first  case  he  makes 
42%  on  his  cost  of  goods.  But  when  he 
sells  the  generic  drug,  he  makes  131% 
on  his  cost  of  goods." 

Veteran  salesman  Roy  McKnight, 
watching  the  scramble  of  generic  pro- 
ducers as  branded  drugs  come  off  pat- 
ent, has  been  developing  a  new,  more 
selective  strategy  for  Mylan.  As  big  a 
hit  as  furosemide  was,  the  fact  re- 
mains that  Mylan  had  the  generic  ver- 
sion of  Lasix  all  to  itself  for  just  two 
months.  Then  the  competition 
flooded  the  market.  "Choosing  new 


"We  had  $1.9  million  in  ac- 
counts payable,  with  70% 
of  that  more  than  150  days 
old.  We  had  320  production 
people  out  on  strike  even 
though  we  didn't  have  a 
union.  Our  inventories  were 
overstated  by  $2  million. 
And  we  had  a  negative  net 
worth  of  $900,000." 


products  is  part  art,  part  number- 
crunching  and  a  little  luck,"  says 
McKnight  philosophically.  "First,  ev- 
eryone knows  which  patents  are  go- 
ing to  expire  and  when.  Second,  there 
are  good  estimates  in  the  trade  litera- 
ture on  sales  volume.  Third,  you  try 
to  bring  your  product  out  first  or  at 
least  among  the  first  three.  But,  you 
see,  bringing  out  the  biggest  sellers  is 
not  necessarily  the  best  policy.  That's 
because  the  really  big  drugs  will  at- 
tract the  largest  number  of  generic 
manufacturers.  When  the  patent  ex- 
pires on  Valium,  for  example,  there 
won't  be  a  lot  of  profit  in  producing  it 
because  everybody  will  be  making  it. 
We'll  make  it  because  our  customers 
will  expect  us  to,  but  we're  starting  to 
move  away  from  the  big  sellers.  In- 
stead we're  looking  for  more  special- 
ized products  in  the  $5  million-to-$10 
million  category.  This  strategy  pro- 
vides for  slightly  fatter  margins." 

McKnight  has  made  a  deliberate  ef- 
fort to  reduce  Mylan's  dependency  on 
antibiotics,  for  example,  because  in 
the  generic  form  they  tend  to  be  a 
high-volume,  low-margin  product.  As 
recently  as  1979  they  accounted  for 
more  than  three-quarters  of  sales.  In 
fiscal   1982  antibiotics  represented 


just  45%  of  Mylan  revenues. 

Thanks  to  such  timely  shifts  in 
marketing  strategy,  Mylan  has  been 
able  to  outperform  most  of  the  highly 
fragmented  generic  drug  industry 
with  close  to  100  producers.  Only  Bo- 
lar  Pharmaceutical,  Mylan's  closest 
competitor  in  size  and  product  line, 
can  match  Mylan's  profitability.  And 
even  Bolar  falls  behind  in  earnings 
growth  and  return  on  equity. 

Of  course,  it  is  not  all  beer  and 
skittles  for  Mylan  Laboratories.  There 
is  proposed  federal  legislation  that 
would  either  extend  the  life  of  a  phar- 
maceutical patent  to  24  years  or  start 
counting  the  life  of  a  drug  patent  from 
the  time  the  FDA  approves  the  drug 
for  use  by  humans  rather  than  when 
the  patent  is  granted — a  difference 
that  can  amount  to  seven  years.  The 
FDA  has  also  recently  proposed 
sweeping  changes  in  its  regulations 
that  would  speed  up  the  approval  of 
new  drugs  substantially.  Since  doc- 
tors prefer  to  prescribe  new  drugs, 
with  their  hoped-for  improvements, 
this  could  have  the  effect  of  holding 
down  generic  sales.  And  the  major 
pharmaceutical  companies  have  also 
been  invading  the  generic  drug  field 
themselves. 

But  favorable  conditions  for  the  ge- 
neric producers  far  outweigh  such 
worries,  significant  as  they  are.  Over 
the  rest  of  this  decade  some  40  pat- 
ents, accounting  for  $2  billion  in 
sales,  will  expire,  for  example.  Then 
there  is  the  relaxation  by  the  FDA  of 
safety  and  efficacy  requirements  on 
post- 1962  drugs  for  generic  producers. 
The  Maximum  Allowable  Cost  Pro- 
gram of  Medicaid  and  Medicare, 
which  encourages  the  use  of  low-cost 
generic  drugs  in  filling  prescriptions, 
is  another  plus.  Half  the  states  now 
permit  substitution  of  a  generic  for  a 
branded  drug  when  the  physician 
doesn't  prohibit  it.  And  the  drug 
chains  that  have  been  so  aggressive  in 
promoting  generics  have  been  gaining 
market  share  on  mom-and-pop  phar- 
macies. Add  in  an  aging  population 
and  consistently  favorable  court  rul- 
ings on  alleged  trademark  violation 
cases,  and  the  future  looks  beckoning 
indeed  for  a  leading  generic  producer 
like  Mylan  Laboratories. 

Like  Wall  Street,  where  Mylan 
shares  trade  at  10  times  earnings,  Roy 
McKnight  still  can't  quite  believe  it. 
All  he  had  set  out  to  do  was  rescue  a 
dying  company.  "We're  not  miracle 
workers,"  he  says,  "it's  just  that  great 
growth  companies  sometimes  lie  in 
companies  that  are  all  but  dead.  We 
would  not  have  achieved  what  we  did 
if  Mylan  hadn't  had  one  foot  in  the 
grave."  ■ 
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--JEAN  LI  N  DA  MOOD,  CAR  AN  D  DRIVE  R.JULY  1982. 


Car  and  Driver  magazine  tested  our  '82  Chevrolet  Caprice.  Three  different 
editors.  One  unanimous  opinion: 

"America's  finest  example  of  big  car." — Larry  Griffin 

"Most  European  and  Japanese  drivers  would  marvel  at  this  car's  velvety 
ride." — Rich  Ceppos 

"The  Caprice  is  the  very  essence  of  the  fussless,  imperturbable  container  that 
soaks  up  endless  stretches  of  these  United  States . . ." — Larry  Griffin 

"If  you'd  like  to  know  what  America's  carmakers  have  been  up  to . . .  you 
owe  it  to  yourself  to  drive  an  F41 -equipped  Caprice — or  any  Caprice  for  that 
matter." — Rich  Ceppos 


Chevrolet  Caprice.  Another  reason  why  Chevrolet,  America's  sales  leader,  is  USA- 1. 


GM 


Rockwell  International  know-how: 
Valves  dependable  enough  to  help 
keep  the  world's  energy  flowing. 


•Rockwell  International  is  a  leading 
worldwide  supplier  of  advanced  technology  valves 
controlling  the  flow  of  oil,  gas,  water,  steam  and 
process  fluids. 

For  example,  in  our  General  Industries 
businesses,  the  Flow  Control  Division  put  its 
technology  leadership  to  work  to  create  huge 
Hyprespnere®  ball  valves  for  the  Northern  Border 
Pipeline,  one  of  this  continent's  longest  gas 
transmission  pipelines.  These  valves  are  designed  to 


perform  so  dependably  they  can  be  buried  and  still 
operate  flawlessly  in  regions  where  temperatures 
drop  as  low  as  -  50°  F. 

In  General  Industries,  we  re  a  leading 
supplier  of  offset  printing  presses,  gas  and  water 
metering  equipment  and  an  important  developer  of 
alternative  energy  sources. 

General  Industries  is  one  of  the  vital  busi- 
nesses at  Rockwell  International,  a  $7  billion 
worldwide,  multi-industry  company.  We  re  at  the 


r 


This  coal-burning  plant  is  the  first  to 
utilize  our  innovative  Dry  Flue  Gas 
Scrubber  System  which  effectively 
removes  sulfur  dioxide  from  flue  gas. 


An  advanced-technology  air  disc 
brake  for  the  '80s:  lightiveight,  dura- 
ble, easy  to  maintain.  More  than  half 

the  heavy-duty  trucks  in  America 
stop  with  our  brakes. 


We  provide  advanced  control 
systems  for  the  U.  S.  Navy's  neiv 
generation  of  fleet  ballistic 
missile  submarines. 


wading  edge  of  technology  in  our  other  principal 
usinesses  as  well:  Automotive,  Aerospace  and 
lectronics. 

Furthermore,  to  manage  these  technologies, 
re've  developed  systems  that  are  as  advanced  as  the 
xhnologies  themselves. 

We've  put  the  right  engineering  and  man- 
facturing  teams  together  with  the  right  manage- 
lent  to  meet  many  of  the  world  s  unprecedented 
lallenges. 


//  you  are  interested  in  any  of  the  products  of 
Rockwell  International  or  want  to  learn  more  about 
us,  write:  Rockwell  International,  Department  815R-5, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


Rockwell  International 

...  where  science  gets  down  to  business 


Automotive  /Aerospace 
Electronics  /General  Industries 


With  the  decline  of  Arthur  Treacher's  res- 
taurants, the  color  of  the  deep-fried  fish  at 
ferrico,  Inc.  s  fast  seafood  chain  is  not  the 
only  thing  that  is  golden. 


Fat-fryer 
alchemy 


By  Jeff  Blyskal 


A decade  or  so  ago,  the  fast  sea- 
food business  looked  great, 
k  Merv  Griffin's  announcer  and 
well-known  character  actor,  the  late 
Arthur  Treacher,  lent  his  name  to  a 
string  of  fast  seafood  restaurants. 
Heublein's  Kentucky  Fried  Chicken 
had  bought  Englishman  H.  Salt's  fish- 


and-chips  chain.  Shoney's,  Jerrico  and 
Chart  House,  three  southern  compa- 
nies, started  their  own  chains.  Even 
McDonald's  and  Burger  King  added 
fish  sandwiches  to  their  menus. 

Today  there  are  basically  three 
companies  left:  Treacher's  has  an  esti- 
mated 20%  share,  Shoney's  Captain 
D's  restaurants  have  20%.  Bigger  than 
both  put  together  is  Jerrico's  Long 


Long  John  Silver's  President  Renaud  and  Jerrico  Chairman  Rosenthal 
The  big  fish  in  the  fast  seafood  pond. 


John  Silver's.  It  has  grabbed  an  envi- 
able 60%.  The  other  strictly  seafood 
chains  have  all  dropped  out.  That 
alone  would  look  good  enough  to  the 
ferrico  investor,  who  is  paying  1 1 
times  estimated  1983  earnings  for  the 
shares,  below  the  average  P/E  in  the 
industry.  But  the  business  and  its  par- 
ticipants are  changing  in  such  a  way 
that  Jerrico  could  become  the  big  fish 
in  the  fast  seafood  pond. 

First,  there  is  the  continuing  de- 
cline of  the  Arthur  Treacher's  chain, 
where  ownership  changed  hands  once 
too  often  and  a  bitter  owner/franchi- 
see struggle  over  profits  may  have 
mortally  fractured  the  organization. 
The  number  of  Treacher's  outlets  is 
about  half  the  600  of  just  several  years 
ago.  Without  sufficient  advertising 
unity  to  support  the  Treacher's  iden- 
tity, the  chain  is  defenseless  against 
Long  John  Silver's  television  ad  ex- 
penditures (last  year  some  $20  mil- 
lion, double  what  it  was  two  years 
earlier).  "Arthur  Treacher's  will  go 
down  as  a  textbook  story  of  how  to 
destroy  a  company  without  trying," 
says  one  industry  observer. 

Jerrico's  other  major  competitor, 
Nashville-based  Shoney's,  which  de- 
rives 30%  of  its  revenues  from  sea- 
food, is  unlikely  to  be  much  trouble, 
either.  Shoney's  is  pushing  its  214- 
store  Famous  Recipe  fried  chicken 
chain.  "They're  putting  a  great  deal  of 
management  time  dnd  effort  into 
that,"  says  Bache  analyst  Michael 
Culp.  With  Shoney's  concentrating 
on  chicken,  that  means  1,276-unit 
Long  John  Silver's — systemwide  sales 
are  $563  million — has  almost  no  com- 
petition in  going  after  the  market 
share  lost  by  Treacher's. 

Meanwhile,  people  are  eating  more 
fish  these  days.  Per  capita  consump- 
tion is  up  13%  from  1970's  6.9 
pounds.  Not  dramatic?  Take  into  ac- 
count the  fact  that  the  price  of  fish 
has  increased  226%  over  the  same 
period.  Explains  Suzanne  Dash,  an  ag- 
ricultural economist  at  the  USDA, 
"It's  a  health  matter.  All  leaner  meats 
are  becoming  more  popular." 

Besides,  people  are  getting  tired  of 
hamburgers  (Forbes,  Oct.  11)  and  are 
looking  for  fast-food  alternatives. 
Fried  chicken  and  Mexican  food  are 
doing  well,  but  seafood  restaurants 
are  also  gaining  share:  Dollar  sales  at 
all  franchise  restaurants  were  up  13% 
in  1981;  seafood  franchise  sales  in- 
creased 18%,  according  to  the  Nation- 
al Restaurant  Association.  And  Jerri- 
co, even  with  last  year's  earnings 
growth  slowed  by  the  recession,  had  a 
very  healthy  18%  return  on  equity. 

Why  isn't  everybody  moving  in? 
The  real  substance  of  Jerrico's  success 
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if  trip's  half  over. 
And  your  family's  half  a  world  away. 
Yet  you  still  feel  at  home  at  Hilton  International. 
Because  they  know  what  you  expect. 


Introducing  the  Good  Night  Services 
from  American  Express 


Somehow,  you've  survived  9  business  meetings  in  4  cities  (or 
was  it  5  ?)  in  6  days.  Now,  you  just  want  to  recover  at  Hilton 
International.  Because  they  know  what  you  expect. 

Hilton  International  says  Good  Night  44  ways. 

Hilton  International  brings  you  the  Good  N  ight  Services 
at  a  world  of  hotels  in  44  countries.  Including  the  United 
States-with  the  Drake  in  Chicago  and  Vista  International 
Hotels  in  Washington,  D.C.  (Feb.  1983)  and  New  York  City. 

For  starters,  each  of  these  locations  offers  the  American 
Express"  Card  Assured  Reservation*  And  with  one,  you'll 
always  have  a  room  waiting  for  you.  Even  if  you  arrive  a  little 
late.  Or  a  lot  late. 

The  Good  Night  Services  also  let  Hilton  International 
guests  cash  a  personal  check  (up  to  $250,  subject  to  cash 
availability).  Just  as  easy  as  that.  And  with  the  Good  Night 
Services,  you  can  even  make  a  room  deposit  over  the  phone. 
Through  American  Express  CARDepositf"1 

Of  course,  there  are  some  restrictions  that  apply  to  the 
Good  Night  Services.  So  be  sure  to  ask  about  them  when 
you  make  your  reservation. 

Where  the  world  is  at  home. 

No  matter  where  in  the  world  you  travel,  Hilton 
International  makes  you-the  businessman-at  home.  With 
an  efficient  secretary.  Multilingual  interpreters.  International 
courier  service.  Cable  and  Telex*  com-  *w 
munications.  (Not  to  mention  the 
celebrated  Hilton  services  like  on- 
premise  health  clubs  and  a  full  array 
of  quality  restaurants. ) 

For  a  good  night  in  any 
language,  call  your  travel 
agent  or  Hilton  Reser- 
vation Service.  — rx 


y  m 


Don't  leave  home  without  it. 


X 


Hilton  International  hospitality 
awaits  you  at  89  hotels  in  75  cities 
in  44  countries: 


Australia 

Adelaide 
Melbourne 
Perth 
Sydney 

Sydney  Airport 

Austria 

Vienna 

Bahrain 

Barbados 

Bridgetown 

Belgium 

Brussels 

Brazil 

Belem* 

Belo  Horizonte 
Sao  Paulo* 

Canada 

Charlottetown 
Montreal  Airport. 

Dorval 
Montreal 
Quebec  City 
Toronto 

Toronto  Airport 
Vancouver 
Windsor* 

Colombia 

Bogota 
Cartagena 

Curasao 

Cyprus 

Nicosia 

Egypt 

Aswan  Luxor 

(Cruise  Ships) 
Cairo* 

Ethiopia 

Addis  Ababa 

France 

Orlv  Airport 
Paris 

Strasbourg 

Germany 

Dusseldorf 
Karlsruhe 
Main/ 
Munich 

Greece 

Athens 
Corfu 

Guam 

Agana 

Holland 

Amsterdam 
Rotterdam 
Schiphol  Airport 

Hong  Kong 

Victoria 

Hungary 

Budapest 

Indonesia 

Jakarta 

Israel 

Jerusalem 
Tel  Aviv 

Italy 

Milan 
Rome 

Ivory  Coast 

Abidjan* 


Jamaica 

Ocho  Rios 

Japan 

Okinawa 
Tokyo 

Kenya 

Nairobi 

Taita  Hills  (Lodges) 

Korea 

Seoul* 

Kuwait 
Lesotho 

Madagascar 

Antananarivo 

Malaysia 

Kuala  Lumpur 

Malta 

Morocco 

Rabat 

Pakistan 

Karachi* 
Lahore 

Panama 

Panama  City 

Philippines 

Manila 

Puerto  Rico 

Mayaguez 
San  Juan 

Singapore 

Sudan 

Khartoum 

Switzerland 

Basel 

Geneva 

Zurich 

Taiwan 

Taipei 

Thailand 

Bangkok* 

Trinidad 

Port-of-Spain 

Tunisia 

Tunis 

Turkey 

Istanbul 

United  Arab 
Emirates 

Abu  Dhabi 
Al  Ain 
Dubai 
Fujairah 

United  Kingdom 

London 
Park  Lane 
Kensington 
Gatwick  Airport 

Stratford-upon-Avon 

United  States 

Chicago  (The  Drake) 
Honolulu  (Kahala 

Hilton) 
New  York 

(Vista  International) 
Washington.  D.C.* 

(Vista  International) 

Venezuela 

Barquisimeto 

Cabimas 

Caracas* 


"Opening  1983  *Two  center-city  locations 


is  good  management.  "Everyone  who 
looks  at  this  business  thinks  it's  easy 
to  enter,  and  they  make  mistakes," 
says  Jerrico  Chairman  Warren  Rosen- 
thal. "Treacher's  went  in  thinking 
they  could  be  like  McDonald's,  build- 
ing restaurants  and  profiting  through 
the  lease  arrangements.  But  they 
didn't  have  the  depth  of  knowledge 
required  for  cooking  and  selling  fish." 
James  Cataland,  Arthur  Treacher's 
general  counsel,  agrees  that  leasing 
profits  were  a  big  part  of  the  chain's 
original  concept.  But  he  defends  the 
company's  past  and  present  expertise 
in  fish:  "No  one  knows  fish  better 
than  Mrs.  Paul's  Kitchen,"  the  pre- 
vious owner. 

Rosenthal  says  you  have  to  pay  at- 
tention to  the  basics,  like  making  sure 
the  oil  in  which  the  fish  is  cooked  is 
not  too  cool.  Otherwise,  the  fish  and 
batter  absorb  too  much  oil,  and  people 
do  not  warm  up  to  a  greasy  fish.  In 
addition,  fish  still  has  to  overcome  a 
bad  reputation  that  predates  World 
War  II  and  frozen  packing.  Back  then, 


"Before  you  knew  it,  we 
were  turning  out  a  smaller, 
greasier  product,"  recalls 
Rosenthal.  Customer  traffic 
fell.  "You  don't  make  a  mis- 
take like  that  twice." 


fresh  fish  was  no  longer  fresh  by  the 
time  it  traveled  200  miles  inland. 
Nothing  burns  a  lasting  impression, 
apparently  generation  unto  genera- 
tion, as  much  as  a  smelly,  oily  fish 
several  hundred  miles  from  the  near- 
est ocean.  So  Jerrico  uses  boneless 
cod,  an  almost  tasteless  meat;  the  fla- 
vor actually  comes  from  the  batter. 

The  average  Jerrico  manager  is  un- 
usually experienced  for  the  fast-food 
business.  Store  managers  have  typical- 
ly been  in  place  four  years,  supervisors 
six  years  and  regional  vice  presidents 
and  district  directors  seven  years.  All 
this  in  a  fast-growing  company  little 
more  than  12  years  old,  where  employ- 
ment has  doubled  in  over  five  years. 
That  is  important  because  in  a  busi- 
ness like  fast  fish,  management  must 
learn  from  its  mistakes.  Most  of  Jerri- 
co's  middle-  and  upper-level  people 
were  around  to  benefit  from  a  big  mis- 
take made  in  1977. 

When  fish  prices  rose,  Jerrico 
switched  from  a  two-piece  serving  to 
three,  so  customers  paid  more  for  the 
same  amount  of  fish,  but  in  smaller 
pieces.  However,  that  meant  more 
batter  per  ounce  of  fish  and  more  bat- 
ter sopped  up  more  cooking  grease. 
"Before  you  knew  it,  we  were  turning 


out  a  smaller,  greasier  product,"  re- 
calls Rosenthal.  Customer  traffic  fell, 
and  it  took  more  than  a  year  to  get  it 
back  up  again.  "You  don't  make  a 
mistake  like  that  twice,"  he  says. 

At  about  the  same  time,  Jerrico 
took  a  chance  on  expanding  into  "pio- 
neer markets"  like  New  York  and 
Boston,  but  didn't  plow  in  sufficient 
ad  revenues  to  generate  customers. 
When  the  greasy-fish  rebellion  hit, 
the  new  units,  intended  to  be  "slight- 
ly unprofitable  initially,"  became  di- 
saster areas.  Per-share  earnings  de- 
clined a  penny  to  83  cents  in  1977, 
and  went  down  11  cents  more  in 
1978.  Jerrico  retreated  from  pioneer- 
ing but  expects  to  be  back. 

To  draw  in  more  of  those  customers 
looking  for  low-fat,  no-cholesterol, 
high-protein  fish,  but  not  the  oil  from 
deep-frying,  Rosenthal  has  brought 
out  boiled  shrimp  and  is  test  market- 
ing baked  fish.  "This  is  an  audience 
we  have  never  been  able  to  capture," 
says  Rosenthal.  "They're  over  50  or 
young  joggers,  concerned  about  calo- 
ries, fried  food  and  cholesterol." 

The  baked  dinner — boneless  cod 
with  lemon  sauce,  vegetables  and  cole 
slaw,  with  no  cholesterol,  low  sodium 
and  less  than  400  calories — is  still  in 
test  market,  after  more  than  a  year. 
But  Rosenthal  wants  to  be  sure.  He  is 
carefully  watching  his  point-of-sale 
data  collected  nightly  by  the  head- 
quarters' main  computers  to  see  if 
people  like  the  product.  Why  so  con- 
servative? It  will  take  $45,000  per 
store  to  remodel  and  install  ovens 
alongside  the  deep  fryers. 

Rosenthal  has  also  been  working 
hard  to  reduce  the  cost  of  his  main 
raw  material,  boneless  Atlantic  cod 
fillets,  which  have  risen  from  56  cents 
per  pound  in  1969  to  $1.83  now.  One 
problem  has  beem  Iceland's  lock  on 
the  market.  So  Rosenthal  went  to 
Canada,  which  produces  a  cheaper, 
lower-quality  fish  for  itself  and  Eu- 
rope, where  bones  are  not  a  big  issue. 
"We  told  a  select  group  of  Canadian 
fisheries  that  we  were  willing  to  pay  a 
higher  price  to  finance  a  higher-qual- 
ity product."  Jerrico  now  purchases 
25%  of  its  carefully  quality-con- 
trolled fish  less  expensively  from 
Canada  and  has  set  the  stage  for  com- 
petition between  suppliers. 

The  company  expects  to  move  sales 
up  from  the  current  $427  million  to 
$750  million  by  1984,  and  Rosenthal 
knows  the  importance  of  staying  on 
top.  "It's  awfully  hard  to  start  a  new 
chain  when  there  is  already  an  en- 
trenched leadership,"  he  says. 
"Wendy's  did  it.  But  it  makes  even 
the  very  brave  sit  back  a  bit  before 
they  try  it."  ■ 
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Find  a  niche,  promote  like  hell  and  knock 
someone  off  or  you  will  get  hit  in  the  $3 
billion  hair  care  free-for-all. 


Hair  wars 


By  Howard  Rudnitsky 
and  Jay  Gissen 


Brand  loyalty?"  exclaims  one 
exasperated  executive.  "It 
changes  from  the  time  con- 
sumers see  an  ad  on  television  to 
when  they  walk  up  to  the  shelf  in  the 
supermarket  or  drugstore." 

Of  course.  If  the  $3  billion  (retail) 
hair  care  market  occasionally  looks 
bewildering  to  an  insider,  think  what 
it  looks  like  to  the  poor  con- 
sumers. Unfortunately  for 
them,  hair  care  is  an  enor- 
mously profitable  business — 
operating  margins  routinely 
run  to  30%  or  more  for  both 
retailer  and  manufacturer — 
and  is  so  easy  to  get  into  that 
every  year  something  like  75 
new  hair  care  products  come 
onto  the  market.  On  the  oth- 
er hand,  it  is  so  tough  to  stay 
in,  that  every  year  something 
like  75  are  pushed  out. 

The  participants — there 
are  at  least  100  of  them — 
carry  on  like  a  heap  of  insects 
on  a  tropical  forest  floor, 
swarming  all  over  each  oth- 
er, eating  or  being  eaten  with 
gusto  and  bringing  a  variety  of  inge- 
nious strategies  to  the  fray. 

Thus  the  vast,  confusing,  shelf- 
upon-shelf  display  at  retail  of  green 
shampoos,  yellow  shampoos,  blue 
shampoos,  hair  conditioners,  soften- 
ers, lighteners,  darkeners — and 
curlers,  blow  driers,  home-permanent 
kits.  And  finally,  at  the  end  of  the 
row,  sprays  to  freeze  the  hair  in  place. 

Big  perennials  are  few:  Procter  & 
Gamble's  Head  &  Shoulders  dandruff 
shampoo  has  safely  occupied  its  niche 
for  about  20  years.  At  a  12%  share  of 
the  $1  billion  shampoo  segment,  it  is 
by  far  the  biggest.  Clairol  has  long 


dominated  hair  coloring  products,  and 
Revlon's  long-lived  Flex  conditioner 
holds  some  6%  of  the  $700  million 
conditioner  segment.  You  could  find  a 
few  others,  but  hardly  anyone  owns 
more  than  6%  of  the  shampoo  or  con- 
ditioner market  segment  these  days. 
And  Breck,  once  one  of  the  unvarying 
champs  in  shampoo,  has  faded  badly. 

"But  even  a  small  share  of  the 
shampoo  market  is  huge,"  excitedly 
explains  one  of  the  small  fry,  Joe  De- 


Hair  care  products  in  a  drugstore  in  lower  Manhattan 
Getting  on  the  shelf  is  easy,  staying  is  hard. 


Kama,  who  left  Faberge  four  years  ago 
to  found  his  own  company,  Nature's 
Organics  Plus.  "Each  point  of  market 
share  is  worth  $10  million,"  Joe  says. 
At,  remember,  30%  margins.  And  his 
three-year-old  company  is  still  work- 
ing up  to  $30  million  in  sales. 

DeKama's  angle  is  clear  enough: 
"The  first  shampoo  manufactured  to- 
tally by  nature,"  his  ads  for  next  year's 
new  product  gush.  He  isn't  kidding 
around.  He  will  put  $7.5  million  into 
advertising  and  promotion  for  Natur- 
al's shampoo  and  conditioner.  Now,  it  ^ 
is  not  uncommon  for  ads  and  promo- 
tion to  be  the  biggest  expense.  A  little 


bit  of  money  for  the  cleansing  agent, 
coloring  and  fragrance,  a  bit  for  an 
agreeably  shaped  bottle,  and  voila!  a 
shampoo.  "There  are  few  barriers  to 
entry,"  says  DeKama.  "You  can  sub- 
contract out  the  actual  production. 
All  you  really  need  is  a  good  market- 
ing idea  and  a  chemist."  And  lately, 
lots  of  ad  money. 

The  multimillion-buck  extravagan- 
za has  increasingly  become  a  fact  of 
life  in  hair  care  marketing.  Jhirmack, 
for  example  (a  part  of  the  Internation- 
al Playtcx  division  of  Esmark),  has  run 
advertising  spending  alone  up  to  over 
$8  million  annually.  Vidal  Sassoon 
also  spends  nearly  $8  million  annual- 
ly advertising  its  line.  Helene  Curtis 
recently  spent  over  $20  million  adver- 
tising and  promoting  its  new  Finesse 
conditioner.  Procter  &  Gamble  put  up 
$23  million  in  one  12-month  period 
starting  in  mid- 1980  to  take  Pert 
shampoo  national.  Undaunted,  Gil- 
lette trotted  out  Silkience  shampoo 
and  spent  $10  million  on  advertising, 
then  $11  million  more  sending  sam- 
ples to  35  million  potential  custom- 
ers. Flush  with  success,  Gillette  is 
now  spending  over  $12  million  to  ad- 
vertise its  new  For  Oily  Hair  Only 
shampoo,  and  that's  not  including 
sampling  or  promotions. 

Altogether  this  year,  hair 
care  marketers  will  pour 
some  $275  million  into  ads 
and  at  least  another  $150 
million  into  store  promo- 
tions and  samples. 

Marketing  ideas  abound. 
You  want  high-priced  premi- 
um goods?  L'Oreal  created 
virtually  the  only  growth  in 
hair  coloring  in  the  mid-Sev- 
enties against  dominant 
Clairol  by  promoting  Prefer- 
ence in  1973.  (Slogan:  I  don't 
mind  spending  more  ...  be- 
cause I'm  worth  it.)  It  is  usu- 
ally priced  15%  above  elan- 
d's Nice  'n  Easy.  Clairol,  of 
course,  eventually  responded 
with  its  own  high-priced 
spread.  You  want  low  price?  Helene 
Curtis'  Suave  line  sits  waiting  for  the 
consumer  to  discover  it  is  priced  just 
above  the  ultracheap  but  unclassy  pri- 
vate labels  right  next  to  it.  You  want 
famous  names?  Vidal  Sassoon  suc- 
cessfully promotes  a  full  line  of  hair 
care  products  via  a  carefully  burnished 
image  as  a  classy  salon  product.  A 
subindustry  of  "ethnic"  products  also 
abounds  (see  box,  p.  136).  And  Gillette 
is  scoring  with  a  luxury-priced  hair 
spray  called  Mink  Difference. 

Then  come  the  advertising  strate- 
gies. The  media  blitz  adherents  are 
balanced  by  a  crowd  that  favors  in- 
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YOU  MAY  JUST  SEE  ANOTHER 
TROPICAL  RESORT  GREENLAW,  INC. 
SAW  THE  PROFIT  BEYOND. 


Greenlaw  saw  the 
Dominican  Republic's 
potential.  And  with 
OPIC's  unique  political 
risk  insurance,  they 
found  it  an  ideal  place 
for  tropical  fruit 
processing. 


§)  1982  Dancer  Fitzgerald  Sample,  Inc .  NY.  NY 


We're  OPIC:  The  Overseas  Private  Invest- 
ment Corporation. 

And  we  can  help  make  overseas  expan- 
sion an  economically  successful  move  for 
you— and  for  the  host  country. 

We  specialize  in  political  risk  insurance. 
Insurance  against  loss  due  to  war,  revolution, 
insurrection,  or  civil  strife.  Expropriation,  na- 
tionalization or  confiscation.  Or  the  inability 
to  convert  local  currency  into  U.S.  dollars- 
all  on  a  long-term  basis.  We  can  help  finance 
a  venture  through  direct  loans  or  loan  guar- 
antees. We  can  share  in  the  cost  of  feasibility 
studies.  And  alert  businessmen  to  specific 


opportunities  in  certain  countries. 

We're  business-oriented  like  you. 
And  we're  backed  by  our  own  substantial 
resources  and  by  the  full  faith  and  credit  of 
the  United  States.  So  if  you've  been  thinking 
of  overseas  investment,  we  can  help  make 
your  move  both  safe  and  profitable.  We  did 
it  for  Greenlaw  Inc.  of  Palmetto,  Florida.  We 
can  do  it  for  you. 

Call  toll  free:  800-424-6742.  Or  write:  OPIC, 
1129  20th  Street  N.W, Washington  DC.  20527 

OPIC.  We  mean  business 
all  over  the  world. 


The  Complete  Ones 
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The  1983 

Chrysler  New\brker  Fifth  Avenue         The  s,eLek  contemp° 

 —  carries  on  the  distinguish^ 

COmpIete  With  43  lUXUrV  featUreS  excellence  and  luxury  in  a 

standard-is  the  best  luxury  car  The  New  Yorker  Fifth 

■        mm  .         *f*-»   m  43  luxury  features  standi 

Value  in  AmeriCa.  $12,487  PassengerRecliner.AirCc 

'Base  sticker  price  Excludmg  taxes,  title  and  destination  charges  Comparisons  based  on  sticker  prices  of  comparably  equipped  vehicles 


The  sleek,  contemporary-sized  New  Yorker  Fifth  Av< 
carries  on  the  distinguished  Chrysler  traditions  of  engines 
excellence  and  luxury  in  abundance. 

Luxury  Abounds 
The  New  Yorker  Fifth  Avenue  is  completely  equipped 
43  luxury  features  standard:  60/40  Cloth  &  Vinyl  seats 
Passenger  Recliner*  Air  Conditioning  •  AutomaticTransmi; 


The  1983  7*** 
Chrysler  Cordoba  -  complete  with 
21  luxury  features -is  a  better 
personal  luxury  car  value 
at  $9,845  than  Buick  Regal  or 
Oldsmobile  Cutlass  Supreme. 


Here  is  the  personal  luxury  car  for  the  connoisseur- 
Chrysler  Cordoba.  Chrysler  has  given  it  the  sophisticated  d< 
and  gracious  road  manners  a  fine  car  should  possess, 
equipped  it  completely. 

Luxury  Surrounds  You 

This  Cordoba  is  completely  equipped  with  21  luxur 
tures:  60/40  Cloth  &  Vinyl  Seats  with  Passenger  Re 


fSticker.Price.  Title,  taxes  and  destinatrtbfttharges  extra  WIRE  WHEEL  COVERS  $244  EXTRA  Comparisons  based  on  sticker  prices  of  comparably  equipped  vehicles. 


ver  Steering  •  Power  Front  Disc  Brakes  •  WSW  Steel  Belted 
als  •  Premium  Wheel  Covers  •  Electronic  Digital  Clock 
cia I  Sound  Insulation  •  Front  Torsion  Bar  Suspension  System 
ir  Window  Defogger  •  Halogen  Headlamps  •  Dual  Remote 
Drs  •  Premium  Plush  Pile  Carpeting  •  Trunk  Dress  Up  •  Trip 
meter*  Warning  &  Interior  Light  Packages  "Padded  Landau 
Roof  •  and  25  additional  luxury  features. 


5  years/50,000  Miles  Protection 

One  more  feature  is  standard  at  no  charge:  Protection. 
Your  engine,  drive  train  and  transmission  are  protected  for  5 
years/50,000  miles,  and  the  entire  outer  body  is  protected 
against  rust-through  for  the  same  period"1  See  your  dealer  for 
details.  With  such  protection  this  _  "       i  <0iepa 

is,  indeed,  The  Complete  One.  ZAhwy  IP  mpg- 


PA  estimated  MPG  for  comparison  Actual  mileage  may  differ  depending  on  speed,  trip  length  and  weather  Actual  highway  mileage  lower.  CA  est.  lower 


omatic  Transmission  •  Power  Front  Disc  Brakes  •  Dual 
te  Mirrors  •  Glass  Belted  Radials  •  Halogen  Headlamps 
tronic  Digital  Clock  •  Leather  Wrapped  Steering  Wheel 
ied  Landau  Vinyl  Roof  •  and  12  additional  luxury  features. 

5  years/50,000  Miles  Protection 
b  make  your  driving  pleasure  complete,  Chrysler  protects 
investment  at  no  charge.  Your  engine,  drive  train  and 

or  50,000  miles  whichever  comes  first.  Limited  warranties  Deductible  may  be  required 


transmission  are  protected  for  5  years/50,000 
miles,  and  the  entire  outer  body  is  protected 
against  rust-through  for  the  same  period.'  •  See 
your  dealer  for  details,  and  come  to  Cordoba  for 


complete  luxury. 

BUCKLE  UP  FOR  SAFETY 


Chrysler 


We've  re- engineered  the  American  luxury  car. 

The  NewChrysler  Corporation  Quality  EngineeredTo  Be  The  Best 


store  promotions  to  get  the  consum- 
er's dollar.  Argues  Richard  Barrie,  se- 
nior executive  vice  president  at  Fa- 
berge,  which  holds  4%  of  the 
shampoo  market,  "A  big  percentage 
of  purchase  decisions  arc  made  in  the 
store.  Some  companies  spend  $15 
million  to  create  a  'point  of  differ- 
ence.' We  fight  at  the  store  for  shelf 
position  and  displays.  A  good  personal 
relationship  is  very  important  too." 

Of  course,  if  the  retailer  gives  you 
his  best  store  position  and  your  prod- 
uct doesn't  come  through,  the  rela- 
tionship can  become  less  personal. 

Still,  this  school  is  winning  con- 
verts in  the  recession.  Sal  DiMascio, 
senior  vice  president  at  Conair  (Milk 
'n  Honee  line):  "With  unemployment 
high  we  felt  we  weren't  getting  the 
bang  for  the  buck  on  TV.  So  we 
switched  to  in-store  promotions,  dis- 
plays, rebates,  coupons  and  newspa- 
per inserts.  We've  done  things  like  a 
free  8-ounce  bottle  of  conditioner 
with  every  16-ounce  bottle  of  sham- 
poo. It  costs  a  lot  less  than  TV  adver- 
tising, that's  for  sure." 

However,  a  major  new  launch  must 
have  both.  Helene  Curtis,  for  exam- 
ple, is  spending  heavily  on  both  adver- 


tising and  promotions  for  its  new  Fi- 
nesse conditioner. 

If  you  can,  you  definitely  want  to  put 
a  full  line  out  that  covers  everything 
frazzled  consumers  want  to  put  on 
their  hair.  That  lets  you  use  costly  TV 
more  efficiently  because  a  shampoo  ad 
can  also  be  an  ad  for  the  same  brand  of 
conditioner  or  spray.  At  stores,  a  hot- 
selling  item  helps  win  extra  shelf 
space  for  its  lesser  companions. 

With  all  this  carefully  calculated 
hoopla  the  hair  care  game  is  definitely 
growing.  The  $1  billion-plus  shampoo 
segment  is  growing  7%  a  year.  The 
$700  million  conditioner  segment  is 
growing  by  some  13%.  It  took  off  in 
the  early  1970s  when  shrewd  market- 
ers began  calling  the  products  "condi- 
tioners" instead  of  "creme  rinses," 
leading  consumers  to  attempt  to  re- 
pair their  hair  from  damage  wrought 
by  excessive  shampooing  and  blow 
drying — which  they  had  been  con- 
vinced they  needed.  Even  the  long- 
stagnant  hair  coloring  market  is  grow- 
ing modestly,  up  this  year  to  $400 
million.  Explains  John  Melton,  presi- 
dent of  Bristol-Myers'  Clairol  Prod- 
ucts division,  "The  graying  of  the 
baby  boom  generation  is  starting  to 


increase  sales."  Needless  to  say, 
Clairol  is  stepping  up  its  advertising. 

A  major  new  marketing  ploy, 
though,  takes  a  cue  from  the  skin  care 
marketers.  Nowadays,  the  marketing 
boys  are  pushing  the  "hair  care  sys- 
tem." This  device  stresses  using  all 
the  company's  hair  products  in  se- 
quence "for  best  results."  Even  the 
resurgent  hair  sprays  (up  15%  to  $350 
million  this  year  with  the  fluorocar- 
bon  scare  forgotten)  are  now  being 
worked  into  the  system.  This  ap- 
proach has  already  worked  for  such 
companies  as  Sassoon,  Jhirmack  and 
Gillette.  For  example,  Gillette  fol- 
lowed its  successful  Silkience  condi- 
tioner with  Silkience  shampoo,  and  a 
spray  will  debut  next  month.  Procter 
&  Gamble,  on  the  other  hand,  looking 
to  duplicate  its  success  with  Head  &. 
Shoulders,  brought  out  systemless 
Pert  conditioning  shampoo  on  its 
own,  with  a  $23  million  assault.  So 
far,  Pert  has  gained  a  4.2%  share, 
clearly  not  what  P&G  had  hoped  for. 

Will  the  "systems"  ploy  work?  On 
the  record,  probably.  As  long  as  wom- 
en feel  the  need  to  look  like  Princess 
Diana,  marketers  will  convince  them 
to  treat  their  hair  "royally."  ■ 


The  most  profitable  market  of  all 


Of  the  more  than  $3  billion  spent  on  hair  care  prod- 
ucts each  year  by  Americans,  over  $700  million,  or 
23%,  is  spent  by  blacks,  who  constitute  only  12%  of 
the  population.  "Ethnic"  products — hair  straighteners 
and  relaxers,  curling  kits  and  oil  sheen  sprays  as  well  as 
special  shampoos  and  condi- 
tioners— are  usually  more  ex- 
pensive than  regular  hair  care 
items  and  carry  operating  mar- 
gins of  40%  to  70%.  Yet  many 
retailers  with  just  a  small 
amount  of  black  traffic  are 
hesitant  to  provide  valuable 
shelf  space  for  items  they  fig- 
ure only  one  in  eight  custom- 
ers will  be  interested  in. 

"The  old  tradition  was  that 
retailers  only  stocked  ethnic 
hair  care  products  where  you 
had  35%  or  more  black  traf- 
fic," says  Grayson  Mitchell,  a 
spokesman  at  Johnson  Prod- 
ucts Co.,  which  began  the  eth- 
nic category  with  Ultra  Sheen 
in  1965.  "But  since  blacks 
spend  five  times  as  much  per 

capita  on  hair  care  products  as   

whites  do  today,  just  5%  black  traffic  merits  three  feet 
or  more  of  shelf  space." 

The  13  ethnic  hair  care  product  companies  are 
trying  to  get  that  message  to  retailers  across  the 
nation.  Higher  profits,  and  the  fact  that  blacks  often 
shop  where  they  work  rather  than  where  they  live, 


An  array  of  ethnic  products 
Black  customers  mean  more  black  ink. 


are  convincing  many  more  retailers  to  stock  the 
products.  Walgreen,  for  example,  the  883-store  retail- 
er, now  gives  them  3  to  21  feet  of  shelf  space  in  their 
outlets. 

But  the  ethnic  hair  care  product  companies — which 
include  Johnson  Products, 
M&M  Products,  Pro- Line  and 
Soft  Sheen — do  not  dominate 
the  ethnic  market.  All  13  ac- 
count for  only  20%.  The  rest 
goes  to  the  main-line  compa- 
nies, who  really  began  to  court 
blacks  back  in  the  mid-Seven- 
ties. P&G's  Head  &  Shoulders, 
Revlon's  Flex  and  higher- 
priced  Jhirmack  and  Sassoon 
are  very  popular.  Says  La- 
fayette Jones,  executive  direc- 
tor of  the  American  Health  & 
Beauty  Aids  Institute,  "The  big 
firms  began  to  target  this  mar- 
ket after  they  saw  how  well  the 
minority-owned  companies 
were  doing.  Despite  the  reces- 
sion, sales  are  growing  by  over 
20%  this  year."  Yet  the  ethnic 

  hair  care  product  companies 

fear  losing  even  more  market  share  to  main  liners. 
That's  why  Johnson  Products,  for  example,  spends  over 
20%  of  its  $45  million-plus  annual  sales  on  advertising 
and  promotion.  "We  have  to,"  says  Mitchell.  "Main- 
line companies  want  our  customers,  but  we  can't  sell 
anything  to  theirs." — J.G. 
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THE  CANON  ONE  TOUCH  MORE 
ITS  ONE  UP  ON  XEROX. 

H  enlarges  as  well  as  reduces.  And  costs  less,  too. 


The  comparison  is  anything  but  a  draw. 
The  Canon  NP-125  simply  outdoes  the  Xerox 
2350. 

For  one  thing,  the  Canon  not  only  has 
two  reduction  modes,  it  even  enlarges.  The 
Xerox  only  reduces. 

The  Canon  has  a  touch  more  speed  too. 
It  makes  12  copies  in  just  a  minute.  And 
requires  absolutely  no  warm-up  time. 


In  fact,  the  Canon  NP-125  doesn't  even 
have  a  power  switch.  Copying  begins  the 
instant  you  touch  the  copy  key. 

So  nothing  could  be  simpler  to  use.  No 
wasted  time,  energy,  space,  or  cost. 

It's  that  simple.  And  that  easy.  The  Canon 
NP-125  One  Touch  More. 

The  Xerox  doesn't  even  come  close 
to  touching  our  price. 


Canon 

I  COPIER 

125 


PLAIN  PAPER  COPIER 


S  1982  Canon  U  S  A  .  Inc 


Canon*  and  NP-125  are  trademarks  of  Canon  Inc 

XEROX*  and  2350  are  trademarks  of  XEROX  CORPORATION 


Locked  in  the  contradictions  of  Marxism-Leninism,  Andropov 
will  have  no  better  luck  than  Brezhnev  in  dealing  with  the 
depression  and  labor  slowdown  that  are  gripping  the  Soviet 
Union.  Forbidding  strikes  only  drives  labor  unrest  underground. 

Why  workers  won't 
work  in  the  Soviet  Union 


W 


E      CHILLED  MOMENTARILY 

when  a  lean  young  man  with 
Mongolian    features  glided 


By  Lawrence  Minard 
and  James  W.  Michaels 


from  a  doorway  and  moved  toward  us.  We  were  alone  and  it 
was  a  moonless  early  evening  in  Alma-Ata,  the  modern, 
mountain-girt  capital  of  the  Soviet  Republic  of  Kazakhstan. 
Who  was  the  dim  figure?  A  mugger?  A  police  provocateur? 

"Zheans? Zheans?' 'he  hissed,  and  we  relaxed.  Just  another 
young  Soviet  wanting  to  traffic  in  American  blue  jeans.  He 
left  quietly  when  we  told  him,  "Nyet,  nyet. " 

Both  the  jeans-seeker  and  the  night-deserted  streets 
were  things  we  encountered  constantly  in  the  period  just 
/ru  before  Brezhnev's  death.  The  desert.ed_jirj^n_strgpts  are  a 
'  symbol  of  life  under  socialism. 

\T"Tri  thFruhdamental  economic  sense  the  death  of  Brezh- 
nev changes  nothing.  The  Soviet  economy  is  in  deep 
recession  and  the  Kremlin  is  too  much  the  prisoner  of  its 
own  dogma,  its  own  bureaucracy,  to  remedy  the  situation. 
That's  our  conclusion  after  spending  nearly  a  month  in  the 
Soviet  Union.  The  country  smells  of  depression. 

Why  is  there  no  street  life  at  night  in  Soviet  cities? 
Because  even  in  cities  like  Moscow  there  is  virtually 
nowhere  to  go  and  nothing  to  do.  W.C.  Fields  would 
certainly  have  preferred  Philadelphia.  There  are  few  res- 
taurants here  and  few  bars,  few  movie  houses,  discos, 
social  clubs,  few  private  cars.  The  little  shops  and  service 
establishments  that  make  life  interesting  and  convenient 
in  Western  cities  are  few  and  far  between,  most  of  them 
run  by  the  state  and  treating  customers  as  nuisances.  The 
Soviet  Union  can,  when  it  makes  a  supreme  effort,  build 
giant  dams,  steel  mills  and  missile  launchers.  It  rebuilt  a 
shattered  country  twice — after  the  Revolution  and  after 
World  War  II.  But  it  cannot  provide  the  little  amenities  of 
civilized  life,  because  it  ruthlessly  suppresses  the  econom- 
ic vitality  and  spontaneity  that  would  produce  them.  Here 
it  is  a  serious  crime  to  be  an  entrepreneur  An  economy 
without  entrepreneurs  is  an  inefficient  society.  Suppose 
the  U.S.  consisted  of  giant  businesses  only? 

We  knew  the  Soviet  economy  was  in  trouble,  far  deeper 
than  the  economic  problems  of  the  West.  What  we  wanted 
to  learn  was  this:  Can  the  system  reform  itself?  What  we 
heard  and  saw  was  not  reassuring.  Brezhnev's  successors 
face  an  economic  situation  that  seems  beyond  repair.  An 
old  joke — "They  pretend  to  pay  us  and  we  pretend  to 
work" — has  become  a  national  slogan.  Forbidden  to  strike 
for  better  wages  and  working  conditions,  more  cowed  than 
its  Polish  counterpart,  virtually  the  entire  Soviet  work 
force  has  launched  a  spontaneous  slowdown. 


There  is  a  clear  connection  between 
the  deserted  streets  and  the  disgrun- 
_  tied  workers.  The  country  cannot  do 
more  for  its  workers  because  it  can  produce  only  a  subsis- 
tent  living  standard  with  what  is  left  from  paying  for  its 
swollen  military.  A  capitalist  visitor  thinks  over  and  over 
again:  What  a  difference  a  little  free  enterprise  would  make 
here,  as  it  already  has  in  socialist  Hungary,  as  it  already 
has  in  Soviet  agriculture.  Not  only  would  it  quickly  ex- 
pand the  gross  national  product,  it  would  also  make  life  a 
lot  more  interesting  for  ordinary  people. 

The  chief  vestige  of  free  enterprise  permitted  openly  in 
the  Soviet  Union  is  the  millions  of  private  plots  that 
provide  perhaps  a  quarter  of  the  food  consumed  by  the  270 
million  Soviet  citizens.  The  right  to  cultivate  such  a  plot,  a 
third  or  quarter  of  an  acre,  is  an  inducement  to  work  on  a 
state  or  cooperative  farm.  Either  singly  or  through  cooper- 
atives, the  farmers  can  sell  the  produce  from  their  private 
plots  in  specially  provided  markets  in  cities,  towns  and 
villages  and  they  can  sell  them  at  something  approaching 
the  market  price — as  much  as  four  times  the  prices  for  the 
generally  inferior  food  in  the  state  stores. 

Hold  it,  though.  Free  enterprise  might  prove  contagious. 
So,  to  hold  it  down,  a  farmer  must  cart  his  private  produce 
to  market  and  sit  there  all  day  until  it  is  sold.  Either  that  or 
take  turns  selling  as  part  of  a  cooperative  That  way,  in 
theory,  no  one  lives  off  the  fruits  of  another's  labor.  Sup- 
pose an  enterprising  fellow  bought  an  old  truck  and  went 
from  plot  to  plot  collecting  produce,  hauling  it  to  town  and 
selling  it  there.  For  performing  such  a  service  he  would  be 
thrown  into  jail.  What  to  us  is  a  useful  service  is  an 
economic  crime  in  the  Soviet  Union. 

Soviet  planning  regards  entrepreneurs  and  middlemen 
as  parasites.  It  refuses  to  recognize  that  those  who  arrange 
and  rearrange  resources  are  as  truly  productive  as  those 
who  work  with  their  hands. 

Thus  a  private  shopkeeper  keeping  long  hours  and  offer- 
ing merchandise  at  fair  prices  would  be  an  "exploiter,"  a 
criminal. 

"Public  ownership,"  writes  Leonid  Abalkin,  prominent 
Soviet  economist,  "removes  the  antagonism  of  class  inter- 


Street  scene  in  Moscow 

After  two-thirds  of  a  century  of  socialism,  the  corrup- 
tion and  the  dullness  are  the  least  of  it. 
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Moscow's  high  cost  of  getting  by 


Russia's  central  planners  keep  most  consumer  prices 
artificially  low.  A  kilogram  of  beef,  for  example, 
costs  $6.60  in  Washington,  but  just  $2.80  in  Mos- 
cow— if  you  can  find  it,  and  wait  for  hours  in  line  to 
buy  it.  But  the  planners  keep  wages  even  lower, 
meaning  Russians  must  work  over  twice  as  long  to 
provide  themselves  with  life's  necessities.  This  table 


converts  local  prices  of  basic  goods  into  the  working 
time  needed  to  earn  them,  assuming  these  average 
monthly  take-home  wages:  171  rubles  ($238  at  offi- 
cial exchange  rates)  in  Moscow;  $984  in  Washing- 
ton,- $893  in  Munich;  $787  in  Paris;  $738  in  London. 
Conclusion: -A  family  in  Moscow  must  have  two 
workers,  or  resort  to  graft. 


Weekly  basket  of  consumer  goods 

at  Soviet  level  of  consumption  (four  persons,  March  1982) 

Item 

Quantity 

Washington 

Moscow 

Munich 

Paris 

London 

 minutes  of  work  time- 

Flour 

1.0  kR 

5 

28 

9 

6 

6 

Bread 

7  0  kg 

112 

119 

189 

126 

175 

Noodles 

2.0  kg 

28 

68 

32 

22 

28 

Beef 

1.0  kg 

69 

123 

150 

119 

115 

Pork 

1.5  kg 

63 

176 

150 

108 

117 

Minced  beef 

1.0  kg 

37 

123 

70 

80 

63 

Sausages 

1.0  kg 

33 

160 

75 

75 

51 

Cod 

1.0  kg 

61 

47 

45 

118 

72 

Sugar 

3.3  kg 

30 

191 

33 

30 

36 

Butter 

0.5  kg 

28 

111 

26 

24 

ZD 

Margarine 

2.0  kg 

46 

222 

34 

36 

64 

Milk 

12.0  liters 

72 

264 

84 

96 

108 

Cheese 

2.0  kg 

200 

370 

130 

118 

130 

Eggs,  cheapest 

18.0 

14 

99 

22 

23 

29 

Potatoes 

9.0  kg 

63 

63 

36 

36 

27 

Cabbage 

3.0  kg 

27 

36 

21 

27 

30 

Carrots 

1.0  kg 

11 

19 

10 

7 

13 

Tomatoes 

1.0  kg 

23 

62 

28 

25 

32 

Apples 

1.0  kg 

10 

92 

15 

15 

23 

Tea 

0.1  kg 

10 

53 

10 

17 

5 

Beer 

3.0  liters 

33 

48 

24 

21 

54 

Gin/vodka 

1.0  liter 

87 

646 

106 

153 

187 

Cigarettes 

120 

54 

90 

96 

48 

150 

Hours  of  work  time 

Total  weekly  basket 

Four  persons 

18.6 

53.5 

23.3 

22.2 

25.7 

Statistically  average 

family  of  3.5  persons 

16.3 

46.8 

20.4 

19.4 

22.5 

Rent,  monthly 

51.0 

12.0 

24.0 

39.0 

28.0 

Color  TV 

65.0 

701.0 

143.0 

106.0 

132.0 

Months  of  work  time 

Small  car 

5 

53 

6 

8 

11 

Medium  car 

9 

86 

9 

12 

18 

Source:  Keith  Bu 

h.  Radio  Liberty  Research  IMunich) 
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est  stemming  from  the  fact  that  some  classes  live  off  the 
labor  of  others."  Public  ownership  carried  to  its  logical 
extremes  also  means  that  there  is  only  one  legal  employ- 
er: the  state.  It  has  a  monopoly  on  hiring.  "Everyone  is 
supposed  to  make  the  same  wage,  otherwise  one  worker 
would  be  exploiting  another,"  explains  a  Soviet  journalist. 
This  principle,  though  it  is  flouted  in  practice,  still 
heavily  influences  Soviet  wage  policies,  and  helps  force 
the  necessary  differentials  underground  in  the  form  of 
perks  and  graft. 

There  is  only  one  supplier,  not  only  of  goods  but  of 
personal  services  as  well:  the  state.  You  take  the  wages  the 
state  offers  and  the  goods  it  provides  at  the  prices  it 
decides.  You  have  no  options,  or  at  least  no  legal  options. 
This  is  a  nation  of  trapped  people.  A  few  new  faces  in  the 
Kremlin  do  nothing  to  change  such  things. 

The  inevitable  result  is  cynicism,  alienation — and  cor- 
ruption. A  visitor  doesn't  have  to  ferret  these  things  out; 
they  are  all  around  him.  b^m^mmu^^h^^b 

In  October  in  Moscow,  we 
hired  a  taxi  for  the  day  from  In- 
tourist.  Dismissing  the  driver  for 
a  late  lunch,  we  ask  him  to  pick 
us  up  at  3:30  in  front  of  the  Na- 
tional Hotel.  At  3:30  no  driver; 
3:45  and  still  no  driver.  With 
great  difficulty  we  hire  another 
cab,  and  arrive  at  our  appoint- 
ment 20  minutes  late. 

Back  at  the  hotel  we  complain 
about  the  missing  taxi  to  the  In- 
tourist  woman.  The  taxi  didn't 
come  back  and  so  we  wouldn't 
pay.  Miss  Intourist  looked  us  in 
the  eye  and  claimed  the  driver  — - 
was  there  but  we  hadn't  shown  up.  She  said  we  were  lying. 
So,  we  had  to  pay  for  two  taxis. 

Only  later  did  we  understand  the  incident.  In  his  chill- 
ing book  USSR:  The  Corrupt  Society,  Russian  emigre  Kon- 
stantin  Simis  describes  the  economics  of  taxi  driving  in 
Moscow.  As  an  employee  of  the  state's  Intourist  agency, 
a  driver  is  paid  about  180  rubles  a  month  ($245  at  official 
rates,  $130  at  Western  bank  rates).  In  practice,  however, 
he  doesn't  get  to  take  that  home  to  wife  and  kids.  To 
keep  his  car  going  he  must  bribe  mechanics — who  need 
to  eat,  too.  To  get  a  good  shift  he  bribes  the  dispatcher. 
And  so  on  until  most  of  the  180  rubles  is  gone.  The  taxi 
driver  works  for  nothing,  then?  Not  quite.  His  take- 
home  earnings  come  from  off-the-books  work.  That's 
clearly  what  our  driver  was  doing  when  he  was  supposed 
to  be  working  for  us. 

Look  at  the  working  time  requirements  on  page  140. 
They  show  it  costs  about  210  rubles  a  month  to  feed  a  four- 
person  family  in  Moscow.  The  average  take-home  there  is 
171  rubles  a  month,  about  enough  for  three  weeks'  food. 
Yet  no  one  is  starving.  In  fact,  the  average  Russian  looks  a 
trifle  overweight.  Well,  in  most  cases  the  wife  works,  too. 
But  double  the  average  wage  and  you  still  get  just  enough 
to  eat  on,  with  a  bit  left  over.  Rent  and  utilities  are  almost 
free,  but  there  are  clothes  to  buy  and  a  TV  set  (701  hours  of 
work  time)  to  save  for.  Inferior  vodka  costs  6  rubles  a 
bottle  now,  almost  a  day's  pay.  (The  good  stuff  isn't  avail- 
able to  the  average  working  stiff  at  any  price.)  For  what  we 
call  "disposable  income,"  for  TVs  and  vodka,  the  ordinary 
citizen  either  does  without  or  resorts  to  graft. 

We're  told  by  a  friend  that  he's  getting  his  Moscow 
apartment  painted.  He  found  a  couple  of  men  who  work 
for  the  state  and  makes  a  deal  with  them.  When  will  they 
work?  On  their  time  off,  they  claim.  But  everybody  knows 


that  people  here  think  nothing  of  sneaking  away  from 
official  jobs  to  do  private  work  or  to  stand  in  queues  to  get 
scarce  goods.  There's  always  a  colleague  to  cover  for  you. 
Where  will  the  paint  come  from?  "I  don't  ask,"  the  apart- 
ment dweller  says.  Of  course,  it  will  be  liberated  from 
state  supplies,  just  as  much  fertilizer  for  private  farm  plots 
is  liberated  from  state  farm  supplies. 

All  this  in  the  66th  year  of  the  Soviet  state,  the  net  result, 
of  two-thirds  of  a  century  of  socialism.  The  r.nrruntinn  and 


To  keep  his  car  going,  the  Intourist 
taxi  driver  must  bribe  mechanics — 
who  need  to  eat,  too.  To  get  a 
good  shift  he  bribes  the  dispatcher. 
And  so  on  until  most  of  the  180 
rubles  is  gone.  The  taxi  driver 
works  for  nothing,  then?  Not  quite. 
His  take-home  earnings  come  from 
off-the-books  work. 


dullness  are  not  the  woisLpI  it.  What  ismostdamaging,  uq, 
communism's  own  terms,  is  the  inerticiency  that  social 
isni  creates  in  industry 

In  Baku,  Azerbaijan,  we  visited  the  Soviet  Union's  only 
factory  making  window  air  conditioners.  It  is  full  of  Japa- 
nese and  even  U.S.  equipment,  all  very  efficient  by  Soviet 
standards.  Proudly,  the  director  tells  us  he  runs  a  fully 
integrated  shop,  making  everything  on  the  spot,  includ- 
ing— it  seems — compressors  and  motors. 
nBHBB||^HHE       Why  doe.s  the  plant  require 
such  a  high  degree  of  integration? 
The  engineer  replies  that  it  gives 
them  better  control  of  quality. 
But  of  course!  If  he  did  not  make 
his  own  components  he  would 
have  to  take  what  the  planners 
gave  him.  Depending  on  outside 
suppliers  in  an  economy  where 
you  can't  shop  around  or  reject 
inferior  parts  means  losing  any 
hope  of  quality  control. 

The  cooler  plant  turns  out 
427,000  window  conditioners  an- 
nually on  two  shifts.  It  employs, 
the  director  says,  7,300  people. 
^ — —  That  is  an  incredible  expenditure 
of  labor;  about  35  man-hours  per  machine.  We  do  a  bit  of 
arithmetic.  If  it  took  an  equivalent  number  of  man-hours 
to  build  window  conditioners  in  the  U.S.,  they  would  have 
to  sell  for  $1,200,  about  four  times  the  actual  price.  Yet  the 
Soviets  price  their  air  conditioners  at  only  350  rubles 
(about  $475  at  official  rates).  How?  By  paying  low  wages. 
The  Soviet  people  pay  for  their  system's  inefficient  use  of 
labor  by  accepting  low  wages.  At  typical  Soviet  wage  rates, 
a  Soviet  worker  would  have  to  work  at  least  eight  weeks  to 
buy  the  window  cooler.  Even  allowing  for  much  higher 
taxes  and  housing  costs  in  the  U.S.,  the  American  worker 
could  probably  buy  the  machine  with  the  fruits  of  two 
weeks'  work.  A  vicious  circle:  Inefficiency  results  in  low 
wages  which  breeds  further  inefficiency. 

"They  pretend  to  pay  us  and  we  pretend  to  work."  A 
Forbes  reporter  hangs  behind  during  a  guided  tour  of  a 
bottling  plant.  A  forklift  is  loading  cartons  into  a  boxcar. 
The  reporter  peers  into  the  boxcar.  Three  workers  are 
sleeping  inside.  Were  they  tired  from  a  second  job?  Prob- 
ably just  hung  over.  A  foreign  resident  of  Moscow  points 
out  that  many  big  construction  cranes  are  operated  by 
women,  particularly  in  the  afternoon.  "Do  you  know 
why?"  he  asks.  "Because  many  of  the  men  are  too  drunk  to 
trust  with  lethal  machinery  like  that." 

A  cynical  Soviet  citizen  teases  an  American  acquain- 
tance: "We  have  no  unemployment."  He  adds,  smirking: 
"We  have  no  production,  either."  The  Soviets  say  they 
have  a  labor  shortage.  \Vrong.  TheyTiave  a  system  that  is 
(CTfminally  wasteful  oFnuman  ettort. 

Back  lrfthe  days  when  Khrushchev  threatened  to  bury 
us,  the  Soviet  economy  was  growing  at  almost  10%  annu- 
ally. Project  those  figures  out  for  20  years  or  so  and  it  was 
possible  to  imagine  a  near-American  standard  of  living  in 
the  Soviet  Union.  First  Stalin,  then  Khrushchev,  then 
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Brezhnev  promised  a  higher  standard  of  living.  None  of 
them  delivered  up  to  the  workers'  expectations.  Gradual- 
ly, the  idealism,  the  belief  in  promises  dissipated.  The 
government  delivered  missiles,  not  better  food  or  better 
housing.  There  is  nothing  in  sight  that  will  enable  Andro- 
pov and  his  cronies  to  do  better  than  Brezhnev. 

What's  wrong  with  the  theoretical  promises  of  Socialist 
planning?  By  the  early  Seventies,  when  growth  rates 
dropped  in  the  West,  they  did  in  the  Soviet  Union,  too. 
Marx  and  Lenin  to  the  contrary,  a  planned  socialist  econo- 
my was  not  immune  from  business  cycles.  But  in  the 
Soviet  Union  the  stagnation  came  at  a  much  lower  level. 
The  Soviet  1971-75  Five- Year  Plan  achieved  only  5.7% 
growth  and  the  1976-80  plan,  just  4.4%.  These,  mind  you, 
are  official  figures.  A  lot  of  people  think  there  has  been  no 
growth  at  all  since  1979.  Cooking  the  books  to  hide  infla- 
tion and  meet  quotas  is  quite  an  art  here. 

Remember  the  slogans?  From  each  according  to  his 
ability,  to  each  according  to  his  need.  I  have  seen  the  future 
and  it  works.  Once  there  was  reason  enough  for  pride. 
During  the  Great  Depression,  when  the  U.S.  had  25% 
unemployment  and  smokeless  smokestacks,  Soviet  indus- 
try was  humming.  After  WWII,  often  with  bare  hands,  the 
Soviet  Union  was  rebuilt  from  the  ruins.  Sputnik,  in  1957, 
shook  the  complacency  of  the  Western  world.  Even  today 
the  Soviet  Union  can  claim  the  world's  two  largest  dams 
(Sayanskaya  and  Krasnoyarsk  in  Siberia)  and  the  highest 
production  of  steel  and  cement. 

It  is  now  clear,  however,  that  the  accomplishments  were 
achieved  at  a  cost  in  human  suffering  that  not  even  stolid 
Russians  could  bear  forever.  People  literally  worked  at  the 
point  of  a  gun.  Life  in  the  Soviet  Union  before  and  after  the 
Second  World  War  was  more  brutal  than  in  the  slums  of 
Victorian  England — worse  than  the  horrors  that  outraged 
Karl  Marx.  In  the  end,  Stalin  may  have  killed  as  many 
Soviet  citizens  as  Hitler  did. 

Stalin  worked  with  cheap  resources,  too.  The  Soviet 
Union,  then  relatively  undeveloped,  had  virgin  resources 
in  those  days.  No  longer.  Digging  coal  and  iron  and  petro- 
leum in  the  depths  of  Siberia  is  quite  a  different  matter 
from  mining  it  in  the  relatively  benign  climate  of  the 
Ukraine. 

Moreover,  Stalin's  gains — and  the  early  Khrushchev 
gains — were  achieved  with  total  disregard  for  the  environ- 
ment and  for  industrial  safety.  Even  in  the  presumably 
model  plants  we  saw,  hardhats  were  nonexistent  and  safe- 
ty goggles  rare.  The  floors  were  so  slippery  from  grease  that 
a  visitor  had  to  watch  his  step  at  all  times.  As  for  the 
environment,  even  the  quiescent  Soviet  press  complains 
about  what  new  pulp  factories  have  done  to  Siberia's  Lake 
Baikal.  Cleanup  costs  remain  to  be  paid. 

The  easy  resources  are  gone  now.  The  best  of  the  human 
resources  are  funneled  into  the  military.  The  pistol  is  no 
longer  held  at  the  heads  of  ordinary  workers;  the  present 
despotism  is  relatively  benign.  If  it  still  does  not  permit 
dissent,  it  does  tolerate  laziness  and  shirking. 

Capital,  squeezed  painfully  from  a  feeble  economy,  now 
yields  tiny  returns.  More  than  $800  billion  has  been 
poured  into  Soviet  agriculture  in  the  past  15  years,  accord- 
ing to  Rand  Corp.  Sovietologist  Dr.  Thane  Gustafson.  Yet 
the  Soviet  Union  will  have  to  import  some  40  million  tons 
of  grain  from  the  West  this  year,  vs.  1  million  tons  in  the 
early  1960s.  Old-timers  in  Moscow  say  that,  in  many 
ways,  the  standard  of  living  today  is  lower  than  in  1965. 
The  slipping  standard  of  living  shows  alarmingly  in  the 
demographic  figures.  Demography  expert  Murray  Fesh- 
bach  recently  reported  that  life  expectancy  is  falling  in  the 
Soviet  Union;  67  years  for  males  in  1964,  it  was  below  62 
years  in  1980  and  falling.  American  males  by  contrast  can 


expect  to  live  to  70.  (Since  getting  drunk  is  one  of  the  few 
pleasures  granted  Soviet  citizens,  it  is  not  surprising  that 
so  many  of  them  drink  themselves  into  early  graves.) 
Soviet  infant  mortality,  meanwhile,  is  rising.  It  is  now 
about  40  per  1,000  births,  nearly  four  times  the  U.S.  rate 
and  up  from  23  per  1,000  a  decade  ago. 

Acutely  aware  of  these  failings,  the  Soviets  we  met  did 
not  boast  they  would  bury  us.  They  were  defensive.  They 
admitted  their  economy  was  in  trouble.  But  they  blamed 


Queidug  up  in  Red  Square  to  visit  Lenin  's  tomb 
Bad  as  the  present  government  is,  all  but  the 
youngest  Soviet  citizens  have  known  worse. 
Socialism  will  not  yield  easily  here  to  a  more  open 
economy  and  to  a  consequent  better  life. 
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the  West,  especially  the  U.S.  "You  are  forcing  us  to  throw 
our  best  resources  into  defense,"  complains  a  Ukrainian 
foreign  affairs  expert.  "You  are  trying  to  achieve  military 
superiority  and  we  cannot  let  you."  He  glared:  "We  have 
China  at  our  back  door  and  NATO  at  our  front  door  and 
you  are  building  strength  against  us  in  the  Persian  Gulf." 
He  went  on  and  on  in  this  self-righteous  way.  We  heard  the 
same  message  repeatedly. 
Growth  has  slowed  m  the  West,  too,  but  the  interesting 


year  to  the  state  ministry  that  oversees  them.  The  minis- 
try also  receives  information  from  a  network  of  research 
institutions  (read:  corporate  planning  staff)  that  are  sup- 
posed to  know,  say,  how  many  tractors  or  tons  of  fertilizer 
are  needed  to  produce  next  year's  planned  wheat  crop.  A 
draft  plan  is  hammered  out  and  submitted  to  the  Council 
of  Ministers.  The  council  revises  the  draft  and  issues  it  to 
central  planners  Gosplan  (top  management).  Gosplan's 
bureaucracy  makes  its  revisions  and  then  sends  the  plan 
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question  is  this:  Why  has  the  Soviet  economy  stagnated  at 
such  a  low  level?  With  12%  of  the  population  working  in 
agriculture,  vs.  4%  in  the  U.S.,  and  with  a  pampering  of 
agricultural  labor,  why  can't  the  nation  feed  itself?  There 
is  an  obvious  explanation  but  the  Soviets  resist  it.  Social- 
ism itself  is  to  blame.  Understand  the  system  and  you 
quickly  understand  why. 

On  the  surface,  planning  in  the  Soviet  Union  today  is 
similar  to  planning  in  any  large  bureaucratic  American 
corporation.  Every  year  Russian  firms  (read:  corporate  divi- 
sional line  management)  submit  their  plans  for  the  coming 


back  down  through  the  channels.  In  theory,  at  least,  even 
workers  are  consulted. 

At  every  step  the  firms  argue  with  the  institutes  and 
their  ministries  and  all  the  local  committees  that  have 
the  right  to  intervene;  the  ministries  argue  with  the 
Council  of  Ministers;  everybody  argues  with  Gosplan. 
Any  American  corporate  bureaucrat  could  ientify  with 
Dr.  Alayev  Borisovich,  deputy  director  of  the  Council  for 
Studies  of  the  Productive  Forces,  which  advises  Gosplan, 
when  he  says:  "It  takes  a  lot  of  blood,  nerves  and  energy 
to  prepare  a  plan." 
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The  easy  resources  are  now  gone. 
The  best  of  the  human 
resources  are  funneled  into  the 
military.  The  pistol  is  no  longer 
held  at  the  heads  of  ordinary 
workers;  the  present  despotism  is 
relatively  benign.  If  it  still  does 
not  permit  dissent,  it  does  tolerate 
laziness  and  shirking. 


In  U.S.  business  the  problems  are  relatively  simple. 
They  cover  a  single  business,  and  a  business  that  has  many 
options.  But  in  the  Soviet  system,  if  anything  goes  wrong 
anywhere  in  the  economy — the  weather  is  bad,  a  bridge 
collapses — the  entire  plan  is  thrown  off  and  there  isn't 
time  to  draw  a  new  one.  Says  Dr.  Borisovich,  "When  the 
plan  becomes  law,  you  can't  budge  it  with  a  bulldozer.  If  it 
loses  one  element,  that  sets  off  a  chain  reaction  that 
distorts  another  element  and  another  and  another,  on 
down  the  line."  This  is  one  reason  why  grain  embargoes 
and  the  pipeline  sanctions  hurt  the  Soviet  economy  so 
much.  They  throw  plans  out  of  kilter. 

Suppose  you  arc  the  manager  of  a  Russian  tractor  fac- 
tory. You  know  that  despite  the  plethora  of  economic 
"reforms"  introduced  during  the  last  20  years,  you  will 
ultimately  be  judged  by  how  many  machines  you  grind 
out.  You  know,  if  you  really  push,  you  could  produce 
100,000  tractors.  But  why  risk  failure?  So  you  tell  your 
ministry  your  maximum  output  ^m^^^^^b^h^mi 
is  50,000.  Up  that  figure  goes 
through  the  channels.  Back  down 
comes  an  order  to  produce  at  least 
75,000.  You  feel  better;  75,000 
should  be  achievable. 

That  75,000  tractors  becomes 
your  output  target.  But  you  need 
labor  and  raw  materials  to  meet 
the  target.  There  is  no  free,  decen- 
tralized market  on  which  to  buy 
inputs;  the  planning  process 
must  allocate  them  to  you,  based 
in  part  on  your  request.  You  don't 
trut  your  suppliers  to  deliver 
what  you  really  need.  You  don't 
trust  your  workers  to  show  up  on  — — — ^— ^— — — 
time,  fit  for  work.  So  for  inputs  you  lie  again.  You  tell  the 
ministry  you  need  more  inputs  than  you  know  you  need. 
You  won't  get  everything  you  ask  for.  But  you  might  get 
enough  to  fulfill  your  target. 

And  if  you  don't?  Every  sensible  factory  manager  has  on 
his  staff  payroll  tolkacbi  (expediters).  If  late  supplies  of  tires 
are  threatening  your  ability  to  meet  the  plan,  you  dispatch 
your  tolkachi  (armed  with  cognac  and  rubles)  to  the  tire 
factory  to  secure  the  needed  tires.  Or  you  may  even  get 
together  with  other  managers  who  need  certain  easy-to- 
make  inputs  (screws,  say,  or  connectors)  and  build  a  totally 
illegal  factory.  Many  such  exist  in  the  Soviet  Union,  just  as 
many  other  factories  exist  only  on  paper.  There  are  even 
phantom  workers — "dead  souls,"  Konstantin  Simis  calls 
them,  after  Gogol.  The  managers  do  not  necessarily  pocket 
the  dead  souls'  pay  packet;  frequently  the  money  goes  into 
a  slush  fund  for  getting  around  the  rigidities  of  the  plan- 
ning process. 

The  reader  smiles:  Such  hanky-panky  isn't  unknown  in 
the  U.S.  But  what  makes  such  finagling  especially  damag- 
ing in  the  Soviet  Union  is  the  disinformation  it  creates  for 
the  planning  process.  In  the  case  of  the  hypothetical  trac- 
tor factory,  the  central  planners  do  not  know  its  true 
capacity  or  its  true  input  requirements.  Nor  do  they  have 
effective  means  of  measuring  quality — something  that  the 
market  takes  care  of  in  market  economies.  So  far  as  Soviet 
planning  is  concerned,  it's  garbage  in,  garbage  out. 

In  a  market  economy,  useful  information  is  transmitted 
by  market  prices.  If  OPEC  creates  an  oil  shortage,  the  price 
of  oil  rises,  indicating  that  oil  has  become  a  (relatively) 
scarce  resource.  The  new  price  signals  the  need  to  raise 
your  product  prices  (if  possible)  or  cut  oil  consumption. 

Prices  in  the  Soviet  Union  cannot  play  this  role.  There  is 
no  market  to  set  prices;  prices  are  set  by  the  planners, 


essentially  on  the  basis  of  cost,  plus  something  for  profit, 
the  way  our  military  contracts  have  been  priced. 

At  Alma-Ata  we  visit  a  carpet  factory.  It  is  run  by  a  brisk 
and  efficient  woman,  Klara  Nijasbayeva.  By  American 
standards  it  is  quite  small,  producing  about  1.2  million 
square  yards  per  year  with  1,100  workers.  Carpets  are  in 
great  demand  in  the  Soviet  Union,  and  these  seem  of  good 
quality.  Nijasbayeva  says  she  could  easily  sell  many  times 
the  current  output  if  she  had  the  capital  and  resources.  She 
is  having  trouble  keeping  workers,  too.  Any  good  Capital- 
ist Tool  knows  the  solution  to  her  problems.  Why  not  raise 
the  price  of  carpets  to  what  the  market  will  bear,  we  ask? 
That  way  the  factory  derives  extra  money  for  expansion 
and  for  bidding  raw  material  and  workers  away  from  other 
factories.  The  director  shakes  her  head.  "Nyet,  nyet.  That 
would  be  unfair  to  workers  in  other  factories.  One  worker 
would  be  exploiting  another."  In  theory  no  one  gets  ex- 
ploited, but  few  people  get  carpets.  Those  who  do  manage 
h^m^^^h^^^^h  to  get  carpets  probably  bribed  a 
shop  employee.  Meanwhile,  wool 
and  labor  that  might  have  gone  to 
make  much  wanted  carpets  go  in- 
stead to  make  shoddy  jackets, 
which  hang  neglected  and  unsold 
in  Moscow's  GUM  department 
store. 

The  carpet  factory  director  vol- 
unteers another  objection  to  op- 
erating in  a  free  market  where  she 
might  have  to  obtain  inputs  on 
her  own.  "Then  other  bidders 
might  offer  higher  prices  and  I 
might  not  get  the  raw  materials  I 
need."  Life  may  be  hard  in  the 
Soviet  Union,  but  at  least  you 
don't  have  to  worry  about  competition. 

In  such  a  system,  there  is  little  incentive  to  cut  costs.  If 
anything,  you  might  want  to  increase  costs.  Glasgow 
University  Professor  Alec  Nove,  himself  Russian-born, 
cites  an  example  drawn  from  a  recent  Pravda.  A  compres- 
sor factory  produced  iron  rings.  A  new  material,  capron, 
was  made  available.  Capron  would  have  increased  the 
rings'  life  by  a  factor  of  4,  and  cut  their  cost  by  a  factor  of 
10.  But  the  compressor  factory's  plan  was  expressed  in 
gross  sales.  Switching  to  the  cheaper  capron  would  have 
cut  its  revenues  by  1  million  rubles.  Obviously  there  is  no 
incentive  for  innovation. 

We  meet  a  voluble  French  salesman  in  Moscow  who  is 
trying  to  peddle  French  greenhouse  equipment.  He  is  very 
frustrated.  Yes,  the  state  farms  want  his  products;  they  are 
seeking  ways  to  lengthen  the  short  growing  season  for 
vegetables.  But  there  is  so  much  red  tape.  First  the  techni- 
cal institutes  must  evaluate  the  product.  Then  the  local 
agriculture  ministry.  Even  if  those  hurdles  are  crossed,  the 
Ministry  of  Foreign  Trade  may  say  nyet.  It  approves  or 
disapproves  payment  in  foreign  currency. 

A  Westerner  cannot  help  but  notice  how  heavy  and 
cumbersome  many  Soviet  products  tend  to  be.  Locks,  for 
example,  can  be  enormous-.  Why  is  this  so?  One  explana- 
tion is  that  quotas  are  frequently  set  in  pounds  or  tons 
rather  than  in  units,  so  you  make  your  quota  by  building 
weight  into  the  product.  No  wonder  the  Soviet  Union  is 
the  world's  largest  steel  producer.  That  its  anemic  econo- 
my requires  so  much  steel  is  a  sign  of  inefficiency  rather 
than  of  strength. 

Is  the  answer  more  powerful  computers,  bigger  input- 
output  tables,  fancier  linear  programs  run  by  smarter  plan- 
ners at  the  center?  The  Soviets  hope  so.  A  triumph  of  hope 
over  experience. 
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let  it  together, -buckle  up. 


One  fundamental  problem  with  central  planning  is  that 
the  Soviet  economy  now  produces,  according  to  Professor 
Nove,  over  12  million  items.  The  conceptual  difficulties  of 
obtaining  meaningful  data  and  writing  a  meaningful  pro- 
gram of  that  size  are  mind-boggling.  Indeed,  the  largest 
known  Soviet  program  consists  of  4,000  variables. 

Moreover,  input-output  analyses  must  assume  given 
technologies.  They  are  inherently  conservative.  If  a  new 
technology  comes  along  that  cuts  production  costs  for 
steel  in  half,  all  the  input-output  "proportions"  (in  effect, 
prices)  change.  The  old  program  becomes  meaningless.  In 
other  words,  planning  by  input-output  analysis  in  princi- 
ple tends  to  discourage  innovation.  At  a  time  when  the 
West  is  adapting  to  the  new  age  of  micro-miniaturization, 
the  Soviets  are  stuck  in  the  age  of  blast  furnaces. 

Soviet  economists  and  even  Party  leaders  understand 
these  problems  and  have  for  several  years  now  been  tinker- 
ing with  their  system.  At  the  Oct.  26,  1981  Communist 
Party  of  the  Soviet  Union  meet- 
ing,  where  the  1981-85  plan  was 
approved,  Brezhnev  himself  de- 
manded a  program  "that  estab- 
lishes precise  personal  responsi- 
bility for  every  sector  of  work  and 
gives  individuals  the  necessary 
authority.  Without  all  this,  a  pro- 
gram is  not  really  a  program  but 
only  an  expression  of  good  wish- 
es." That  sounds  like  an  impres- 
sive call  for  economic  reform.  In 
fact  it  is  a  restatement  of  similar 
exhortations  going  back  over  15 
or  20  years. 

With  the  so-called  Liberman 
reforms  of  1965  (many  of  which  ^^^^ 
were  reintroduced  in  another  "reform"  decree  in  July 
1979),  the  Soviet  leaders  announced  that  political  rhetoric 
was  inadequate  to  get  workers  to  show  up,  sober,  on  time, 
or  get  factory  bosses  to  produce  useful  products  efficiently. 
Material  incentives  (or,  as  the  Russians  say,  "economic 
levers")  are  needed. 

On  paper,  the  1965  and  1979  incentives  look  reasonable 
enough.  There  are  plan  achievement  "indicators"  that 
encourage  quality  production.  Others  encourage  techno- 
logical innovation.  Depending  on  how  the  factory  fulfills 
its  various  indicators,  it  can  retain  more  profits  with 
which  to  pay  its  workers  better  or  buy  better  machines. 

But  at  every  stage  such  reforms  run  up  against  socialist 
dogma  and  bureaucratic  hurdles.  We  talked  with  one  of  the 
authors  of  the  1965  and  1979  reforms,  Professor  Alexander 
Birman.  "We  need  a  new  way  of  thinking,"  he  said.  "For 
example,  we  now  produce  more  shoes  than  America, 
France  and  West  Germany  combined.  We  don't  need  more 
shoes.  We  need  better  shoes.  But  will  that  happen?  It  is  not 
guaranteed.  And  why  not?"  He  pauses,  then  answers  his 
own  question:  "The  bureaucracy.  I  say  enterprises  must  be 
allowed  to  trade  on  the  basis  of  mutual  agreements  instead 
of  on  the  basis  of  a  rigid  central  plan.  But  Gosplan  uses 
shortages  as  a  reason  for  going  slow." 

Birman  clearly  speaks  for  the  reformers.  But  the  reform- 
ers don't  have  things  their  own  way.  Dr.  Borisovich,  the 
adviser  to  Gosplan,  the  central  planning  agency,  speaks  for 
those  who  defend  rigid  planning:  "We  don't  have  the 
choice  between  planning  and  some  other  system.  Planning 
comes  from  our  system  of  property.  If  the  state  owns  the 
means  of  production,  we  must  plan."  Good  communists 
that  they  are,  neitht  Birman  nor  Borisovich  will  concede 
chat  socialism  itself  is  l  e  problem. 


"We  don't  have  the  choice  between 
planning  and  some  other  system," 
says  a  Gosplan  adviser.  "Planning 
comes  from  our  system  of  property. 
If  the  state  owns  the  means  of 
production,  we  must  plan."  Good 
communists  that  they  are,  neither 
Birman  nor  Borisovich  will  concede 
that  socialism  itself  is  the  problem. 


bate  economic  problems  in  the  short  term.  For  all  its 
weaknesses,  the  Soviet  economy  has  existed  more  or  less 
stably  for  60  years.  Three  generations  of  planners,  politi- 
cians, managers  and  workers  have  become  comfortable  in 
it.  Better  the  devil  one  knows. 

For  all  its  faults,  central  planning  helps  keep  the  lid  on. 
In  speaking  of  the  Soviet  Union  foreigners  frequently  say 
"Russia."  Officially  this  is  a  misnomer.  Russia  is  only  1  of 
15  Soviet  Republics  and  only  1  of  the  3  Soviet  members  of 
the  U.N.  (the  others:  Ukraine  and  Belorussia).  In  truth,  the 
term  Russia  is  no  misnomer,  for  the  Soviet  Union  is  really 
the  old  Russian  empire  with  a  new  name.  Of  the  12 
members  of  the  ruling  Politburo,  all  but  2  are  either 
Russian  or  Ukrainian.  This  is  yet  another  reason  the  rulers 
cling  to  their  highly  centralized  planning  system:  It  helps 
hold  the  empire  together  and  hold  down  separatism  by 
granting — and  withholding — patronage  to  non-Russians  in 
proportion  as  they  behave  properly  toward  the  empire. 
^m^^^^^^^^^™  Don't  forget  that  this  is  an  empire 
ruled  mainly  by  Russians  but 
nearly  half  inhabited  by  non-Rus- 
sians. Among  the  latter  are  46 
million  Muslims,  a  time  bomb  at 
a  time  of  growing  Islamic  mili- 
tancy. Considering  the  ethnic 
and  separatist  tendencies  sim- 
mering here,  it  would  be  unrealis- 
tic to  think  Moscow  can  afford 
much  loosening  of  the  economic 
controls  that  supplement  the  po- 
litical controls.  Evgeni  Bugayev 
of  the  Party's  theoretical  publica- 
tion Kommunist  says  it  all:  "If  we 
allow  our  enterprises  to  buy  and 
— sell  their  inputs  and  outputs  free- 
ly, then  the  enterprises  in  the  developed  Ukraine  will 
become  rich  but  the  enterprises  in  Siberia  will  go  bank- 
rupt." Why  will  they  go  bankrupt  if  they  serve  a  useful 
economic  purpose?  That's  not  a  question  socialism  can 
deal  with. 

Why  do  the  people  of  this  empire  put  up  with  the 
mismanagement  that  arises  from  such  nonsense?  Bayo- 
nets aside,  keep  one  truth  in  mind:  There  are  worse  things 
than  a  low  standard  of  living.  Civil  war  and  disorder,  for 
example.  The  Soviet  government — Moscow — has  brought 
order  to  an  unruly  empire,  a  blessing  that  perhaps  means 
more  to  Soviets  than  to  Americans.  They  thus  accept  a 
militarized  society  more  easily  than  we  would.  Moreover, 
if  the  government  is  despotic,  it  has  become  much  more 
benign  in  its  despotism  in  recent  years  and  has  achieved 
something  few  other  despotisms  in  recent  history  have 
achieved:  orderly  succession.  This  seems  to  be  happening 
again  now  that  Brezhnev  has  passed  into  history.  Bad  as 
the  present  government  is,  all  but  the  youngest  Soviets 
have  known  worse.  For  all  these  reasons,  socialism  and 
rigid  central  planning  will  not  yield  easily  here  to  a  more 
open  economy  and  to  a  consequent  better  life  for  the 
citizens. 

Yet  there  is  nothing  to  be  gained  by  gloating  over  the  sad 
state  of  Soviet  society.  ("A  profound  sadness  would  be 
more  appropriate,"  says  a  sympathetic  young  American.) 
But  there  is  a  lesson  to  be  learned:  Economic  planning,  no 
matter  how  well  intentioned,  interferes  inevitably  with 
the  millions  of  daily  signals  from  the  marketplace  that  can 
direct  an  economy  far  more  efficiently  than  human  plan- 
ners can.  In  the  end,  one  agrees  with  the  great  conservative 
economist  Friedrich  von  Hayek.  Socialism  is  a  return  to 
feudalism.  It  is  not  the  wave  of  the  future — not  in  the 


At  any  rate,  economic  reform  would  probably  exacer-    Soviet  Union,  not  anywhere. 
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For  eight  generations, 
we've  been  steering  world  traders 
through  the  proper  channels. 


One  year  after 
Bank  of  Montreal 
became  the  first 
Canadian  bank 


ve  became  the  first  bank 
o  serve  Canadian  trad- 
ers abroad;  our  first 
breign  ^ 
)ffke 
)pened  in 

^ondon,  England  in 
.818.  Today,  after  eight 
generations,  London  is 
ust  one  of  fifteen  trade 
rentres  around  the  world 
vhich  are  linked  together 
:>y  the  offices  of  our  Trade 
finance  Division.  They  are 
itaffed  by  bankers  who  are 
professionals  in  every  type 
)f  financing,  from  the  straight 
brward  support  of  ongoing 
:ommercial  sales  to  complex 
ransactions  involving  major 
urnkey  projects. 

Complex  or  not,  a  trade 
inancing  package  must  be  on  course 
vith  financial,  economic  and  political 
ealities  at  any  given  moment.  The 
ask  is  made  easier  by  close  cooperation 
>etween  our  Trade  Finance  Division 


and  Bank  of  Montreal  specialist 
groups  in  project  finance,  loan 
yndication,  corporate  finance 
and  country  risk  analysis.  This 
cooperation  is  largely  respon- 
sible for  the  flexibility  and 
imaginativeness  which 
characterizes  major 
Bank  of  Montreal  financ- 
ings, particularly  in  multi- 
country  sourcing  of 
concessionary  financing. 
Of  course, 

y°u  will 

expect 

your  bank  to  offer  a  variety 
of  payment  channels  which 
are  both  efficient  and  totally 
secure.  To  this  end,  our  Trade 
Finance  Group  offers  a  full  range 
of  traditional  services  including 
Documentary  Credits  and  Collections, 
Buyer  and  Supplier  Credits, 
Discounts  and  Acceptances. 

We'd  like  to  be  at  the  helm 
of  your  next  trade  financing.  Con- 
tact your  Bank  of  Montreal  Account 
Manager,  or  the  Trade  Finance 
Division,  Merchant  Banking  Group, 
First  Canadian  Place,  Toronto,  Canada. 
Telex:  06-22735. 


ION  OF  THE  | 

)  INCEPTIVE 

Programs. 


Just  about  every  Fortune  500  company  at  one  time  or  another  has  discussed  its  captive 

nee  program  with  AIG.  After  all.  AIG  has  a  lot  to  say.  We  have  a  long  history  of  deep  involvement 

aptive  clients.  We  started  long  before  a  lot  of  other  insurance  companies  entered  the  field, 

an  American  International  Company's  Havana  office  managed  the  insurance  subsidiary  of  a  major 

npany  over  35  years  ago. 

We  have  domestic  and  international  facilities  which  match  up  with  those  of  the  Fortune  500 
*e  unrivalled  by  other  insurers.  In  fact,  we  have  more  people  in  more  offices  in  more  countries 
d  the  world  than  any  other  American  insurer.  That  means  local  coordination  and  service  in 
)Out  any  country  in  the  world. 

We  have  complete  control  of  our  unified  operations  in  over  130  countries.  And  there's  a  fully 
i  captive  management  operation  in  Bermuda  that's  one  of  the  largest  employers  on  the  island. 
AIG  companies  offer  a  service  other  insurance  companies  wouldn't  dare  offer:  We  can  arrange 
)mpt  remittance  of  locally-collected  premiums  due  a  captive.  AIG  can  guarantee  captives  that 
/ill  be  remitted  from  most  places  in  the  world  within  25  days  (except  where  government 
tions  apply).  Other  insurers  often  take  months. 

AIG  routinely  deals  with  regulatory  insurance  bodies  the  world  over.  So  it's  easy  for  us  to  keep  a 
□n  the  right  track  when  it  comes  to  regulatory  compliance. 

AIG  Risk  Management,  Inc.,  an  AIG  subsidiary  specializing  in  captive  services,  devises  and 
nents  programs  to  meet  specific  client  captive  needs.  AIG  Risk  Management  has  complete  facilities 
derwriting,  accounting,  engineering,  and  claims  handling,  and  can  call  upon  any  AIG  facility  to 
nent  any  captive  service  necessary,  anywhere  in  the  world. 

Also.  AIG  Risk  Management  can  show  how  to  involve  captive  clients  in  third-party  business  as 
"ers.  whether  the  needs  are  for  diversification  or  income. 

So  wonder  the  industrial  giants  of  the  world  have  come  to  the  AIG  Companies  for  help. 
Whether  you're  a  corporate  captive  or  an  association  looking  into  forming  a  captive,  contact 
epartment  A.  70  Pine  Street.  New  York,  NY  10270.  Or  call  your  broker. 
Whatever  your  needs,  when  you  talk  with  AIG,  you'll  find  it  an  enlightening  experience. 


OMPANIES:  American  IntemaD/mal  Underwriters.  American  Home  Assurance  Co. ,  Commerce  and  Industry  Insurance  Co  ,  Naaunal  Union  Fire  Insurance  Company  of  Pittsburgh,  Pa. , 
an  International  Ufe  Assurance  Co  ,  North  American  Managers.  Netc  Hampshire  Insurance  Co  and  over  230  other  companies  operating  around  the  world  to  meet  \our  insurance  needs 
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Super  80  soars  to  new  heights 
when  compared  with  the  737 
in  new  passenger  survey. 


Knowledgeable  flyers  choose  Super  80 
twin-jet  eight-to-one  over  competition. 

The  McDonnell  Douglas  Super  80  abso- 
lutely flew  away  from  the  two-engine  737  when 
passengers  on  the  two  planes  were  asked  to 
pick  a  favorite. 

In  responses  from  more  than  1 ,800 
passengers,  the  Super  80  was  rated  "very 
appealing"  more  than  twice  as  often  as  the 
737.  Knowledgeable  flyers  expressing 
preference— passengers  who  know  what 
makes  their  trips  more  pleasant— picked 
the  Super  80  over  the  737  nearly  eight 
times  out  of  nine. 

The  survey  was  conducted  on  board 
737s  and  Super  80s  flown  by  the  same  airline, 
comparing  the  same  routes,  the  same  days  of 


the  week,  the  same  fares  and  even  the  same 
interior  color  scheme. The  new  Super  80  was 
a  decisive  choice— a  winner  on  every  point 
of  passenger  comparison.  It  was  chosen  for 
cabin  quiet;  quality  of  ride;  leg,  arm  and 
shoulder  room;  carry-on  luggage  facilities; 
and  seat-to-aisle  access. 

The  Super  80  was  a  three-to-one  choice 
of  passengers  surveyed  in  an  earlier  compari- 
son with  727  tri-jets. 

For  more  details  of  these  surveys,  write: 
Travel  Industry  Affairs,  McDonnell  Douglas, 
3855  Lakewood  Blvd.,  Long  Beach,  CA  90846. 
And  for  greater  comfort  when  you  fly— wider 
seats  and  aisle  and  an  exceptionally  quiet 
ride— choose  the  Super  80.  The  one  most 
passengers  prefer. 


MCDONNELL 


/ 


Survey  data  collected  and  processed 
by  Independent  researchers 


SNAPSHOTS 
ON  THE  ROAD  TO 
NOWHERE 


T|  he  man  in  the  dark  astrakhan  in  the 
1918  picture  below,  Vladimir  Ilyich 
Ulyanov,  who  went  by  the  name  Le- 
nin, was  no  social  reformer.  Born  in  1870, 
son  of  a  school  administrator  in  Simbirsk 
(now  Ulianovsk),  he  was  educated  at 
universities  at  a  time  when  the  absolute 
monarchy  that  had  ruled  Russia  since 
the  15th  century  was  clumsily  and  re- 
luctantly giving  way  to  the  beginnings 
of  capitalist  democracy.  But  Lenin  was 


a  revolutionist,  not  an  evolutionist.  "All 
power  to  the  workers'  councils  [soviets  in 
Russian],"  Lenin  announced  as  the  goal  of 
the  Bolshevik  Revolution.  Came  the  Revo- 
lution,  and  the  workers'  power  was 
quickly  subordinated  to  the  state's,  and 
the  state's  purposes  were  solely  deter- 
mined by  the  Communist  Party  that  es- 
tablished  it.   True   democracy,  they 
called  it,  as  opposed  to  capitalist  "pro- 
portional democracy." 

On  the  following  pages  FORBES 
recapitulates  in  pictures  high- 
lights of  Soviet  history  in  the 
65  years  since  the  Revolution. 
Lenin  is  the  founding  father,  as 
his  near-mythic  stature  in 
virtually  every  aspect  of  So- 
viet life  attests.  No  Soviet 
utterance,  be  it  conven- 
tional or  mildly  hereti- 
cal, is  complete  without 
the  obligatory  claim  to  Le- 
ninist purity.  His  elemen- 
tal belief  that  society  must 
be  controlled  from  an  om- 
nipotent center — "there 
can  be  no  two  powers  in  a 
state,"  he  wrote  in  1917 — 
has  made  the  Soviet  Union 
what  it  is  today,  what  it  will 
be  tomorrow.  Let  that  fact  be 
your  compass  on  this  illustrat- 
ed journey. — James  Flanigan 
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1920-1929 


^Demonstrations  at  home  for 
"Bread  and  Freedom"  (top)  in 
March  1917  and  defeats  at  the  front  in  World  War  I 
doomed  the  already  tottering  Romanov  monarchy.  A  Pro- 
visional Government  took  over,  pledged  to  draft  a  consti- 
tution. But  Lenin's  Bolsheviks,  whose  name  means  major- 
ity men  (even  though  they  represented  a  tiny  minority), 
were  interested  in  power,  not  in  rule  of  law.  They  brutally 
seized  power,  aided  by  mutinous  sailors  on  the  cruiser 
Aurora  who  fired  blank  shells  during  a  Red  assault  on  the 
Winter  Palace  (above).  As  the  best  organized  and  most 
determined  group,  the  ragged  Red  Army,  which  included  a 
women's  battalion  (below),  was  able  to  defeat  the  more 
numerous  White  Russian  counterrevolutionaries,  even 
though  the  latter  were  aided  sometimes  by  British,  French, 
Czech  and  American  troops  who  entered  Russia  to 
combat  Germans  and  stayed  to  fight 
Communism. 


•^Leon  Trotsky  (left),  close  to  Le- 
nin, organizer  of  the  Red  Army, 
had  argued  dialectics  while  in  exile 
on  the  Lower  East  Side  of  New 
York.  In  1920,  Trotsky  put  the  to- 
talitarian stamp  on  Bolshevism  by 
subjugating  trade  unions  and  by 
declaring  that  the  state  controls  all 
labor.  Lenin  leapt  to  his  support. 
But  when  Lenin  died  in  1924,  Trotsky  lost  the  battle  for 
succession  to  Joseph  Stalin,  who  hounded  Trotsky  into 
exile  in  1928  and  had  him  murdered  in  Mexico  in  1940. 
Stalin  then  collectivized  agriculture,  with  disastrous  re- 
sults that  are  felt  even  now.  He  launched  a  purge  whose 
main  victims  were  not  absentee  landlords  but  the  harder- 
working,  more  prosperous  small  farmers  called  kulaks. 


Result:  Ten  years  after  the  Revolution,  production  lagged 
behind  pre- 191 7  levels  and  farmers  withheld  grain  to  pro- 
test the  state's  price.  Stalin's  response  was  to  kill  or 
transport  the  kulaks  and  force  collectivization.  Happy 
scenes  of  peasants  applying  for  the  collective  (top  right) 
and  driving  John  Deere  tractors  (above)  were  sheer  propa- 
ganda. In  fact,  farmers  killed  their  livestock  before  sur- 
rendering to  the  collective  farms. 


The  1920s  saw  a  burst  of  Soviet  creativity,  such  as  Eisen- 
stein's  film  The  Battleship  Potemkin  (below),  that  made 
the  stilted  Socialist  Realism  of  the  1930s  pitiable  by 
comparison.^ 
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1930-1939 


•4A  1929  Ford-type  car  rolls  off  the 
line  in  Gorki  under  the  eye  of  Com- 
rade Stalin,  who  tried  to  force  the 
pace  of  industrialization  within 
Five  Year  Plans.  To  increase  labor 
productivity,  Stalin  scrapped  the 
Party  dogma  of  wage  equality,  paid 
skilled  workers  more  than  un- 
skilled. He  also  encouraged  Stakha- 
novism — wherein  Socialist  labor- 
ers were  to  emulate  the  quota-fill- 
ing heroics  of  a  miner  named 
Aleksei  Grigoriyevich  Stakhanov, 
hailed  (below)  by  grateful  masses. 
Stakhanov  allegedly  mined  102 
tons  of  coal  in  one  work  shift.  Such 
mythology  no  longer  produces  re- 
sults in  a  now-cynical  population. 
But  then,  neither  do  wage  rewards 
because  there  is  so  little  for  the 
money  to  buy. 


1940-1949 


^Wielding  absolute  power,  Stalin  reportedly  took  as  his 
role  model  the  bloodstained  Ivan  the  Terrible.  He  shot  or 
exiled  officials  who  made  honest  mistakes  or  who  failed  to 
carry  out  his  policies  with  sufficient  ruthlessness.  Those 
purged  were  charged  with  "bourgeois  nationalist  senti- 
ments" or,  worse,  "rightist-Trotskyist  sympathies."  The 
accused  would  "confess"  and  be  executed  or  sent  to  Sibe- 
ria, the  lesson  of  their  fate  impressed  upon  others  like  the 
young  officers  (above)  of  the  Moscow  garrison. 


^The  Soviets  viewed  the  rise  of  Hitler's  Germany  as  a 
threat.  But  after  Britain  and  France  sold  out  Czechoslova- 
kia at  Munich,  Stalin  sent  Molotov  to  Berlin  (above)  in 
August  1939  to  sign  a  Nazi-Soviet  nonaggression  pact — 
the  death  warrant  of  Poland.  One  month  later,  Hitler 
marched  on  Poland. 


^On  June  22,  1941  Germany  at- 
tacked the  Soviet  Union  and  the 
Soviet  army  all  but  collapsed. 
President  Roosevelt,  supporting  a 
second  front  against  Hitler,  began 
Lend  Lease  for  Russia,  shipping 
tanks  and  materiel.  American 
bomber  pilots  flew  with  Russians 
(left)  out  of  U.S.  bases  in  the  Soviet 
Union.  Hitler,  meanwhile,  suf- 
fered, as  had  Napoleon,  from  the 
Russian  winter  and,  ceasing  to  re- 
treat, Russian  troops  stalled  Ger- 
man forces  in  winter  1941,  stopped 
an  offensive  at  Stalingrad  in  No- 
vember 1942  and  captured  91,000 
Germans  (below). y 


▼As  German  power  waned,  Stalin  (whom  still-affection- 
ate Americans  dubbed  Uncle  Joe)  held  wartime  confer- 
ences with  Western  allies  at  Teheran  and  Yalta.  At  both, 
Stalin  furthered  Russian  plans  for  domination  of  Eastern 
Europe.  Though  the  Soviet  Union  suffered  enormous 
losses — 7.5  milliop  combatants  killed,  1,710  cities  de- 
stroyed— in  the  Great  Patriotic  War,  it  emerged  as  one  of 
the  two  great  powers.  Stalin  was  already  belittling  Allied 
war  aid  to  Russia  in  1945  when  he  met  Churchill  and 
President  Truman  at  Potsdam  (below).  He  committed 
Russia  to  fighting  Japan  and  secured  more  territory  (Sakha- 
lin, North  Korea)  in  the  Far  East  before  Japan  surrendered. 


▼An  Iron  Curtain  (as  Churchill  put  it)  descended  across 
Europe  and  the  Cold  War  began.  In  1948  the  Soviets  tested 
Allied  resolve  by  blockading  Berlin,  which,  like  all  of 
Germany,  was  divided  into  U.S.,  Soviet,  British  and  French 
sectors.  The  U.S.  flew  supplies  to  the  city  in  the  Berlin 
airlift  and  broke  the  blockade.  Berlin  remained  an  embar- 
rassment for  Communism  as  Germans  fled  west  until,  in 
1961,  East  Germany  built  a  wall  (below)  to  stop  them. 
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1950-1959 


1960-1969 


AStalin  died  in  March  1953  and  by 
December  one  of  his  chief  pall- 
bearers, secret  police  boss  Lavrenti 
Beria  (above  right),  had  been 
charged  with  murdering  Soviet 
citizens  and  executed.  The  other 
chief  pallbearer,  Georgi  Malenkov, 
succeeded  Stalin  for  eight  days  be- 
fore giving  way  to  Nikita  Khru- 
shchev. Three  years  later  Khru- 
shchev denounced  Stalin  for  mas- 
sive crimes  against  the  people,  and 
the  era  of  "de-Stalinization"  began. 
Ilya  Ehrenburg's  aptly  titled  The 
Thaw  appeared,  as  did  films  like 
the  Ballad  of  a  Soldier  (left).  But 
Hungary  showed  that  relaxation 
was  halfhearted.  Hungary  rebelled 
in  1956  and  tasted  only  1 1  days  of 
freedom  before  Soviet  tanks 
crushed  the  revolt.  (New  Soviet 
top  man  Yuri  Andropov  was  am- 
bassador to  Budapest  in  1956.) 


Aln  1959,  Khrushchev  visited  President  Eisenhower  at 
Camp  David  and  tossed  corncobs  and  Russian  proverbs  in 
Iowa.  Peaceful  coexistence  became  the  watchword  for 
U.S. -Soviet  competition,  epitomized  by  the  1959  kitchen 
debate  (above),  in  which  Vice  President  Richard  Nixon 
defended  the  American  way  of  life  to  Khrushchev  at  a  U.S. 
trade  exhibit  in  Moscow.  But  American  confidence  was 
jolted  severely  in  October  1957,  when  the  Soviet  Union 
launched  Sputnik,  the  first  space  satellite — watched  by 
Soviet  citizens  (below).  On  the  economic  front,  Khru- 
shchev tried  to  boost  agriculture  by  opening  "virgin  lands" 
in  the  Urals,  Central  Asia  and  Siberia  to  cultivation.  The 
period  also  saw  the  first  postwar  whiff  of  economic  reform. 
In  1953,  Malenkov  had  promised  a  shift  from  heavy  indus- 
try to  consumer  goods  but  Khrushchev  repudiated  the 
promise  in  1954.  That  promise  of  a  better  life,  as  old  as  the 
Revolution,  has  yet  tu  be  redeemed. 


Cbtt! 
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<4  In  April  1961,  Yuri  Gagarin  (left) 
became  the  first  man  to  orbit  the 
earth,  confirming  the  Soviet  lead 
in  space.  Carried  away  by  these 
manifestations  of  Soviet  strength, 
Khrushchev  disrupted  a  U.N.  ses- 
sion by  banging  his  shoe,  and  gave 
President  Kennedy  a  hard  time  at  talks  in  Vienna.  In  1961 
he  launched  a  Twenty- Year  Program  of  economic  develop- 
ment. The  Soviet  Union  was  to  catch  up  to  the  U.S.  by 
1980.  "We  will  bury  you,"  said  Khrushchev.  But  he  pushed 
too  far  in  1962,  placing  missiles  in  Cuba  (which  had  gone 


Communist  under  Fidel  Castro  in  1961).  Kennedy  re- 
sponded with  a  naval  blockade  of  Cuba,  and  demanded 
that  the  Russians  remove  the  missiles,  which  they  evi- 
dently did  in  canvas-covered  shipments  like  the  one  being 
watched  (above)  by  a  U.S.  Navy  plane.  Khrushchev  paid 
for  Cuba  by  being  dumped  in  1964.  The  Party's  Central 
Committee  appointed  Leonid  Brezhnev  and  Alexei  Kosy- 
gin  to  run  the  country.  Economic  reform  now  became 
Topic  A.  The  ideas  of  Yevsei  Liberman — that  Soviet  enter- 
prises be  freed  from  ali  but  minimal  central  planning  and 
be  allowed  to  measure  efficiency  by  profitability — gained 
the  approval  of  Kosygin  and  powerful  associates.  But  con- 
servatives backed  Brezhnev,  a  status  quo  man,  who  by  the 
end  of  the  Sixties  had  begun  to  eclipse  Kosygin. 


In  foreign  policy,  a  long-simmering  feud  between  Soviet 
Russia  and  Communist  China  broke  into  open  hostilities 
on  the  Siberian  border  (above).  The  enmity,  though 
couched  in  ideological  terms,  is  territorial — China  claims 
two  Soviet  Far  East  provinces.  In  1968  Soviet  troops  invad- 
ed Czechoslovakia  to  stamp  out  Czech  economic  and 
democratic  reforms  that  Moscow  considered  dangerous. 
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The  Number  One  People  in  Business 
Talk  to  the  Number  One  Name  in  Dictation 


Whether  you're  working  in  the 
corner  office  or  working  to  get  there. 
Dictaphone  can  help  you  every  busi- 
ness day. 

On  the  go?  Go  with  a  Dictaphone 
portable  dictating  unit.  We  make  the 
most  complete,  most  sophisticated 
line  in  the  business.  They're  small, 
easy  to  work  and  travel  light.  So 
wherever  you  are,  whatever  you're 
doing,  you  can  get  your  thoughts 
down  on  tape  just  as  fast  as  you  can 
think  of  them. 

And  back  in  the  office,  the  last 
thing  you  want  to  be  doing  is 
pushing  a  pencil.  A  Dictaphone  desk- 
top dictating  machine  is  handsome, 
convenient  and  has  features  that 


really  help  you  get  through  your 
paperwork  fast.  Combined  with  a 
Dictaphone  transcriber  for  your 
secretary,  you'll  make  better  use  of 
your  time  than  ever  before.  And  have 
more  time  to  do  the  work  that  really 
counts. 

Today  more  than  ever,  business 
leaders  get  more  done  with  the 
business  leader:  Dictaphone. 

What  Dictaphone  did  for 
dictation,  Dictaphone  is  now  doing 
for  word  processing. 

(j=  Dictaphone 

A  Pitney  Bowes  Company 


I'm  ready  to  be  number  one,  with 
number  one.  Send  me  more  informa- 
tion on:  □  Dictaphone  dictation  porta- 
bles □  Dictaphone  dictation  desktops 

Name  

Title  Phone  

Company  

Address  

City  State  Zip  

Mail  to:  Dictaphone  Corporation,  120  Old 
Post  Road,  Rye,  New  York  10580 

Or  call  toll-free  1-800-431-1708 

(Except  Hawaii  and  Alaska)  In  New  York  call 
1-914-967  2249.  BF-1 22 

Dictaphone  Is  a  trademark  of  Dictaphone  Corpora 
lion.  Rye.  New  York.  ©  1982  Dictaphone  Corp. 


^Brezhnev  and  President  Nixon  waved  from  the  White 
House  after  signing  an  agreement  to  accelerate  the  Strategic 
Arms  Limitation  Treaty  (SALT)  talks  in  1973.  The  move- 
ment toward  detente — begun  with  Nixon's  1972  visit  to 
Moscow — was  at  its  zenith.  The  Soviets  had  become  cus- 
tomers, as  well  as  adversaries.  In  1972,  to  offset  chronic 
agricultural  failure,  they  bought  19  million  tons  of  U.S. 
grain  (shown,  above  right,  being  loaded),  then  agreed  to  buy 
at  least  6  million  tons  each  year.  No  longer  able  to  increase 
output  by  throwing  raw  labor  into  factories,  the  Soviets 
asked  U.S.  business  to  help  them  modernize.  Businessmen 
flocked  to  Moscow  seeking  deals.  But  little  of  significance 
developed.  Soviet  industry,  burdened  by  its  planning  sys- 
tem, seemed  incapable  of  change  or  efficiency.  Example: 
The  Kama  River  truck  plant  was  to  be  the  world's  largest. 
The  Soviets  bought  Western  equipment  and  began  con- 
struction in  1969.  Today,  the  plant  remains  unfinished. 
"The  plan  has  changed,"  explains  a  Soviet  official. 


By  the  mid-1970s,  with  economic  growth  slowing,  the 
Soviet  Union  and  its  satellites  were  borrowing  hard 
currency  from  Western  banks.  An  early  Seventies  flour- 
ishing of  dissidents  was  smothered  by  the  secret  police 
(KGB).  The  Soviet  military  machine  grew  ever  larger  and 
more  threatening.  In  1979,  to  support  a  Moscow-backed 
candidate  in  Kabul,  the  Soviets  invaded  Afghanistan. 
President  Carter  reacted  by  embargoing  U.S.  grain  ship- 
ments and  boycotting  the  1980  Moscow  Olympics.  In 
1980  Polish  workers  struck  for  the  right  to  independent 
trade  unions.  The  Soviets  backed  martial  law,  but  did 
not  invade.  The  Soviets  offered  Western  Europe  natural 
gas  for  hard  currency.  President  Reagan  tried  unsuccess- 
fully to  block  purchases  and  financing  of  a  Siberian 
pipeline  (below  left).  Brezhnev  died  and  the  world  specu- 
lated as  to  the  future,  both  economical  and  political,  of 
the  U.S.S.R.  Such  speculation  was  unnecessary.  The  fu- 
ture is  the  past.  Lenin  endures. 


158 


FORBES,  DECEMBER  6,  1982 


5  2  5  3-2 


a  §  o  §  s  a, 

<  t—  Q.  V  rs  < 


nj  c  £  - 

s.st;  g. 


S.2  Oft  Oft 


Li 


Og.£«>r 

:>  <T  W  u.  rs 
"5j  <U 


I  5  P£  o 

m  ° s 

2-  ot 

-  <u  >  v  S  t* 


3  ^ 

C  u  00 
o  ^  ON 

'35  ~v  "T 
q  3  S3 

^TJ  ^ 

S<a>  <u 

2  g-S 

3  W  vi_i 
W  C  O 


>  .  a; 
rt  v  , 

E  ac 

W  <*>  •> 
CD  r<S  15 
.5  T3  CD 
wJd  £ 

80S 

>  JP  . 

8  £  c 
a  8- 2 

~    U,  00 

Is 

«  x  °  °  £ 

42  0  H  <s  « 
2  ©  c1  §  6 

$>  ©  <!  o  « 


CD  ^ 

O  05  W  </>T3 

"3-2  E  Sis 

_Ol3  3  S  3 

if 1^1 s 

■§  «  2  2!  .2 -5 


o  j2  -c  ro.a 

<  I  $.2Pg 
i-5  q.-=-S 

O  O  <fl   2 

*~  >-  c  aj  a 
°  =>- 

CQ.  c<  * 


<       Q>  — 

a.  2  aoro- 
to  i:  to 


00 


V  £  «  o"5 

>  a3 " 


Ills 


O  -S2  "e  ^  <U 

™  So  w  g  ,u 

3  c  — i  c  p  o  2 

3  p  3  =  c 


U  3  O  P 

O  >< 
a>  i»  o 


O  >-T3  Or 
-  T3  U  b  « 
>-03  aP 

S  a>  g  xj  ^ 


55 «  o 
"  oo" 


1  8  S0'?"5 

^  "o  -s  Si  B,  T 
i co2^|£8 
g  s  E2-S  £^  |  §  I 
Si        c  «  c  S«3 


SS2 
«  -S  ° 

8  o  o 


/3 


S  s  I 

e  a  £ 
o  c 

s  ^ 


u.So 
2 
o  2d 


3  '35  UT3 


S  2  ^  ^ 
a  g  c  h 

25  -3  fe>  S 


3D 


.is 

>  1) 


■3  a  cs  s 
3  c  o  a. 


2§i 


C  3 

^.S  r-  1)  c 


u  o  Li  ^  -a 
•g  S2-2  obi 
5  u  S  c  a 


•S  _.13 

0  55  « 

1  id  u  -o  8 

TO  Lr_,  Hi 


dS,o 

U   U  h 

5  Sd  c  s 


u 

^  H 
x^ 

Uh  2  35  55  t.S  c  in     X)  3? 


■ft  8  2 

jj  Z  a>  -a 

Ig-fi 


3?  S 


a? 

S  '3  _ 

6^  S  S 

2  O  o 
c3      c;  oj 

CS  «  3  P 
-C  73  W  ■? 

^^•6  oc 

J3  35  X 


llllTIHIli  ~-  


Ask  secretaries  what  typewriter  they  prefer. 
Chances  are,  you'll  hear  IBM. 

The  fact  is,  most  secretaries  prefer  IBM  typewriters  to 
any  other. 

Of  course,  there  are  some  very  good  reasons  for  their 
preference. 

To  begin,  there's  the  IBM  Correcting  Selectric®  III 
Typewriter. 

It's  perfect  for  secretaries  who  are  practicing 
perfectionists. 

The  IBM  Correcting  Selectric  III  is  designed  so  that 
secretaries  can  lift  typing  errors  clean  off  the  page  with- 
out lifting  their  fingers  from  the  keyboard. 

IBM  also  offers  secretaries  advanced  electronic  type- 
writers— including  the  IBM  Electronic  75. 

It's  perfect  for  secretaries  who  don't  like  typing  the 
same  things  over  and  over  and  over  again. 

The  IBM  Electronic  75  has  a  15,500-character  mem- 
ory that  can  store  and  automatically  retype  whatever  is 
typed  in. 

And  because  of  its  memory,  when  a  secretary  needs  to 
revise  a  document,  only  the  revision  needs  to  be  typed. 
The  typewriter  types  the  rest. 

So  if  you're  interested  in  a  new  typewriter,  consider 
the  typewriter  most  secretaries 
prefer— IBM. 

After  all,  who  knows  more 
about  typewriters  than  the 
people  who  use  them. 

To  find  out  more  about  IBM  typewriters,  call  IBM 
Direct  toll  free  or  call  your  IBM  representative.  And  be 
sure  to  ask  about  our  discount  programs.  ==^=  = 


Call  IBM  Direct  at  1 800  631-5582  Ext.  7.  In  Hawaii/Alaska  1 800  526-2484  Ext.  7. 
Or  write  to  IBM,  7AG  522,  Dept.  NU7,  400  Parson's  Pond  Drive.  Franklin  Lakes,  New  Jersey  07417. 


John  Blair  &  Co.  isn't  an  advertising  agen- 
cy. But  President  Jack  Fritz  has  arranged 
things  so  that  Blair  profits  uniquely  from 
increasing  advertising  spending. 


One  of  a  kind 


By  Pamela  Sherrid 


Jack  Fritz,  president  of  Job)  i  Blair  &  Co. 
The  medium  is  the  gold  mine. 


W'e  have  a  problem,"  confides 
Jack  Fritz,  the  amiable  presi- 
dent of  fohn  Blair  &  Co.,  over 
a  plate  of  clams.  "We're  an  orphan 
because  analysts  can't  put  us  with  any 
industry  group.  And  every  time  our 
stock  takes  a  jump,  rumors  fly  that 
someone  wants  to  take  us  over." 

Fritz  isn't  asking  for  sympathy — his 
company  is  doing  far  too  well  for  that. 
In  fact,  Manhattan-based  John  Blair,  a 
company  little  known  outside  of  the 
broadcast  and  advertising  fields,  is  do- 
ing phenomenally  well.  Last  year 
earnings  increased  17%,  to  $13.6  mil- 
lion, on  revenues  of  $265  million.  But 
this  year  earnings  are  up  42%  for  the 
first  nine  months.  Blair's  stock  has 
nearly  doubled,  to  41.  And  despite  a 
less  impressive  fourth  quarter,  ana- 
lysts still  think  Blair  will  outperform 
the  market  next  year  based  on  con- 
tinuing profit  gains. 

What  is  Jack  Fritz  doing  so  right? 
He  has  cast  Blair  into  a  unique  con- 
figuration of  three  businesses — broad- 
cast sales  representation,  commercial 
printing,  and  TV  and  radio  station 
ownership — that  all  benefit  from  the 
long-term  trend  toward  increased  ad- 
vertising. Since  1976,  ad  spending  has 
grown  faster  than  the  GNP.  That  will 
continue,  many  analysts  think,  be- 
cause slow  economic  growth  trans- 
lates into  market-share  wars  for  the 
consumer  dollar. 

Fritz,  56,  has  also  shown  a  special 
knack  for  helping  his  executives  build 
new  businesses  off  the  good  business- 
es Blair  is  already  in.  Such  diversifica- 
tion has  permitted  Fritz  to  look  for 
significant  new  rewards  while  mini- 
mizing downside  risks. 

The  company's  core  business, 
founded  in  1935  by  the  now-retired 
John  Blair,  is  earning  broadcast  sales 
commissions.  Radio  and  TV  stations 
do  fine  on  their  own,  selling  non- 
network  time  slots  to  auto  dealers, 
banks  and  other  local  advertisers.  But 
how  does  the  ABC-TV  affiliate  station 
in  Baton  Rouge  get  Procter  &  Gamble 
to  push  soap  during  its  local  evening 
news  show?  Not  by  sending  a  sales- 
man to  Cincinnati  but  by  hiring  the 
likes  of  Blair,  which  maintains  adver- 
tising sales  offices  in  18  cities  around 
the  country  on  behalf  of  123  TV  and 
183  radio  station  clients. 

Last  year  Blair  sold  over  half  a  bil- 
lion dollars'  worth  of  TV  and  radio 
time,  making  it  the  leading  contender 
in  an  industry  composed  mostly  of 
privately  held  competitors.  Blair's 
commission  is  about  7%  of  ad  sales. 
Those  commissions,  which  reached 
$44  million  in  1981  for  both  radio  and 
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American  General  Corporation 


has  acquired 


NLT  Corporation 


The  undersigned  acted  as  financial  advisor  to 
American  General  Corporation. 


The  First  Boston  Corporation 


November  8, 1982 


RECRUIT  THE  NATION'S 
TOP  ENGINEERING  & 
MANAGEMENT  GRADUATES 
BEFORE 
THEY  ENTER  COLLEGE. 

Become  a  sponsor  in  the 
GMI  Engineering  &  Management 
Institute  cooperative  education 
program. 


Beyond  recruitment,  GMI  also 
provides  your  company  with  a 
vital  resource  for  continuing 
education  programs,  consulting, 
faculty  research,  and 
fully-equipped  instructional 
services 

For  more  information,  call  (313) 
762-7876  Or  write: 
GMI  Engineering  &  Management 
Institute 

Sponsorship  Program.  Dept.  FB-12 
1 700  W.  Third  Ave. 
Pint,  Ml  48502-2276 


Your  legacy: 
A 

40-acre  ranch 
and  a  way 
of  life 


As  big  as  all  outdoors,  Forbes  Maga- 
zine is  now  offering  substantial  land 
for  skiers,  hunters,  naturalists  and 
lovers  of  America's  magnificent  Old 

West. 

For  the  pleasure  of  you  and  your 
family  today,  these  minimum  40-acre 
ranch  estates,  adjacent  to  the  Forbes 
Trinchera  Ranch  in  southern  Color- 
ado, will  be  an  important  legacy  in  the 
future  of  your  loved  ones. 

Prices  start  at  $25,000  with  down 
payment  as  low  as  1%  and  monthly 
payments  of  $250,  including  interest 
at  9% .  For  details  and  color  brochure 
write  or  phone: 

Mr.  Errol  Ryland,  Manager 
FORBES  WAGON  CREEK  RANCH 

Box  303  K 
Fort  Garland,  Colorado  81133 
(303) 379-3263 

Tnis  is  not  an  offer  to  sell  in  stales  where  not  regislered 


TV,  fall  to  the  bottom  line  with  luxu- 
riant fullness — accounting  for  39%  of 
Blair's  pretax  earnings  but  only  17% 
of  revenues. 

The  whole  broadcast  rep  business 
withstood  a  test  through  the  Sixties 
and  Seventies  when  big  broadcast 
groups  experimented  with  handling 
their  own  spot  sales  to  national  adver- 
tisers. Now  the  tide  seems  to  be  going 
the  other  way;  for  instance,  RKO-Gen- 
eral  disbanded  its  national  sales  force 
last  year  and  gave  the  business  for  three 
big  stations  to  Blair.  Such  shifts,  and 
some  smaller  rep  firms'  going  under, 
have  helped  Blair  increase  its  share  of 
total  TV  and  radio  spot  sales  to  14%, 
from  11.5%  in  1979. 

The  biggest  contributor  to  Blair's 
profits,  though,  is  graphics,  on  the 
face  of  it  hardly  a  glamour  industry. 
But  that's  where  building  businesses 
on  businesses  comes  in.  Blair  already 
turned  out  catalogs,  annual  reports 
and  specialty  items  when  Fritz  took 
over  as  CEO  in  1972,  after  19  years  in 
Blair  TV  sales.  The  new  star  products 
of  Blair's  printing  divisions  are  those 


Cable  may  never  develop 
into  a  national  advertising 
medium,  says  Fritz:  "Most 
ad  dollars  will  continue  to 
go  to  conventional  TV — and 
if  they  don't,  we'll  be  the 
first  to  know." 


colorful  cents-off  coupons  that  fall 
out  of  Sunday  newspapers  and  that  are 
increasingly  popular  with  thrifty  con- 
sumers and  advertisers  alike. 

Blair  started  marketing  those  in- 
serts to  giants  such  as  P&G  and  Gen- 
eral Foods  in  the  mid-Seventies  after  a 
printing  customer  who  was  in  the 
coupon  business  went  bankrupt. 
"The  insert  business  not  only  is  prof- 
itable by  itself,  it  also  provides  consis- 
tent printing  volume  for  our  presses," 
Fritz  explains.  Blair's  own  marketing 
staff  is  now  the  largest  customer  by 
far  of  its  printing  operation. 

Blair's  most  recent  big  diversifica- 
tion—to acquire  its  own  radio  and  TV 
stations — seemed  a  natural,  consider- 
ing the  expertise  amassed  through  its 
sales  rep  business.  "We  saw  how  prof- 
itable our  clients  were,"  Fritz  says.  So 
far  that  confidence  has  proved  justi- 
fied. Blair  has  strengthened  the  posi- 
tions of  its  two  Boston  radio  stations, 
acquired  in  1974,  to  number  one  and 
three  in  that  market.  Two  TV  stations 
in  central  California,  bought  in  1979, 
are  performing  well,  while  a  third,  in 
Oklahoma  City,  is  moving  into  the 
black  more  quickly  than  expected. 


This  fall  Blair  received  the  go-ahead 
from  the  FCC  to  purchase  two  Tampa 
radio  stations  for  $14  million,  and 
Fritz  has  his  eye  out  for  more  TV 
properties  as  well. 

But  what  about  the  threat  from  ca- 
ble- Both  Blair's  sales-rep  and  station- 
ownership  businesses  would  seem 
vulnerable,  but  Fritz,  who  keeps  up 
with  those  developments,  isn't  wor- 
ried. "Most  ad  dollars  will  continue  to 
go  to  conventional  TV — and  if  they 
don't,  we'll  be  the  first  to  know,"  he 
states.  Though  it  succeeds  in  frag- 
menting the  TV  audience,  cable  may 
never  develop  into  a  national  adver- 
tising medium,  Fritz  feels.  Many  ca- 
ble stations  will  stay  noncommercial 
and,  besides,  many  major  cities  don't 
have  cable  and  may  never,  thanks  to 
competing  technologies,  such  as  di- 
rect broadcasting,  which  uses  satel- 
lites. And  if  cable  takes  over  anyway? 
"We'll  move  into  any  area  that  lets  us 
use  our  sales  skills,"  Fritz  says.  In  the 
meantime,  Fritz  expects  the  fastest 
growth  in  Blair's  profits  to  come  from 
its  owned  stations  division  and  from 
print  marketing. 

Meanwhile,  Fritz  himself  exploits 
new  communications  technologies — 
always  building  on  what  he  already 
has.  A  good  example:  Blairsat,  a  new 
proprietary  system  that  lets  ad  agen- 
cies send  TV  commercials  to  local 
stations  via  satellite,  instead  of  ship- 
ping tapes.  "Moving  commercials 
quicker,"  Fritz  explains,  "could  bring 
more  advertising  money  into  TV  by 
giving  advertisers  what  they  couldn't 
have  before — immediacy."  For  in- 
stance, A&P  and  Acme  already  have 
used  Blairsat  to  transmit  fresh  prices 
on  food  specials. 

Last  year  Blairsat  and  the  com- 
pany's other  fledgling  ventures  lost  $6 
million,  but  "Blair  can  live  with  those 
startup  costs,"  says  John  Palicka,  a 
money  manager  at  Prudential.  Fritz 
seems  to  have  a  healthy  attitude  to 
new  ventures:  He  gives  them  a  fair 
try,  and  if  they  don't  work  he  cuts 
them  off.  For  instance,  Blair's  pro- 
gramming arm  thought  it  could  turn 
rodeo  into  a  TV  sport.  Turns  out  that 
half  the  fun  of  rodeo  is  eating  barbe- 
cue with  the  family.  Fritz  gave  that 
effort  three  years,  then  killed  it. 

In  fact,  Fritz  is  having  such  a  good 
time  running  Blair  that  he's  eager  to 
squash  those  takeover  rumors.  Blair's 
name  has  been  linked  with  Reeves 
Communications,  Capital  Cities  and 
Metromedia.  The  only  approach  Fritz 
acknowledges  is  Reeves'.  "I  told  them 
we  weren't  interested,"  he  states. 
After  all,  when  you  are  doing  things 
right,  why  should  you  let  some  other 
CEO  buy  your  glory?  ■ 
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THE  FUTURE  IS  BUSINESS  COMMUNICATIONS. 
■NTEL  IS  THERE  ALREADY. 


If  you're  in  search  of  an  industry  with  a  great 
re,  you  should  look  at  business  communications. 

If  you're  in  search  of  a  company  with  a  great  future 
jsiness  communications,  you  should  look  at  Centel. 

One  of  the  largest  marketers  of  telephone  equip- 
t  in  the  U.S.,  Centel  designs,  installs  and  services 
ite  business  communications  systems  for  a  wide 
ie  of  customers,  including  companies  with  thou- 
1s  of  telephones  nationwide.  Centel's  latest 
ness  communication  systems  combine  telecom- 
ications  with  data  communications,  to  provide 
conferencing,  electronic  mail  and  information 
eval. 


Following  a  strategy  that  focuses  on  growing 
industries  and  geographical  areas,  Centel  has  devel- 
oped special  expertise  in  communications  for  health 
care,  petrochemicals,  hotels  and  government  installa- 
tions, and  has  a  strong  marketing  organization  with 
more  than  60  offices  in  over  20  states. 

One  indication  of  the  success  of  this  strategy  rs  a 
more  than  40%  increase  in  business  comn<unications 
sales  during  each  of  the  last  two  years. 

If  you're  in  search  of  a  company  with  a  most 
promising  future,  take  a  close  look  at  Centel. 
The  future  is  business  communications. 
And  Centel  is  there  already. 


CENTEL 


If  you  would  like  a  copy  of  our 
Annual  Report,  please  write: 
Centel  Corporation 

V.P.  Investor  Relations 
OHare  Plaza 

5725  N.  East  River  Road 
Chicago,  IL  6063 1 

New  Ticker  Symbol:  CNT 


he  1983  Mercedes-Benz  300D  Turbodiesel  Sedan: 
how  the  heir  to  an  amazing  legend  is 
creating  a  legend  all  its  own. 


Three-liter  engines  have  powered  some  of  the  most  exotic  Mercedes-Benzes  of  all. 
Now  comes  a  suave,  smooth,  almost  shockingly  quick  three-liter  Mercedes  sedan-so  exotic 
that  it  ranks  as  the  best-performing  diesel  America  has  ever  seen. 


j*or  1983,  the  glittering 
Mercedes-Benz 
nasty  of  three-liter 
)roughbreds  is  per- 
tuatedby  the  300  D 
rbodiesel  Sedan 
Dwn  streaking  along 
eft. 

Irie  turbocharged  five- 
inder  engine  under  its 
od  outpowers  every 
ler  automotive  diesel 
^ine  extant.  It  also 
lerates  184  lb.  ft.  of 
jue  at  2400  rpm- 
que  sufficient  to  flat- 
i  hills  and  quicken 
ising  moves  as  no 
sel  automobile  engine 
>  before.  Standing- 
rt  acceleration  is,  in  a 
•rd,  startling. 

All  this  and  diesel 
sanity  too 

rhe  300 D  Turbodiesel 
is  such  visceral  pleasures 
:h  the  practical  benefits  of  a 
sel.  No  conventional  tune- 
s,  for  instance.  That  diesel 
a  of  reliability  and  long  life, 
d  perhaps  most  welcome 
ill,  fuel  mileage  sanity.  A 
;hly  sane  33  estimated  high- 
y  and  [27]  EPA  estimated 
)g,*  in  fact. 

\fo  numbers  can  convey  the 
's  sense  of  running  smoothness 
Bvery  speed  range.  Its  me- 
inical  integrity  seems  to  abol- 
most  vibration.  It  is  3585  lbs. 
>uch  meticulous  engineering 
t  the  engine  and  steering 
■tern  each  employ  shock 


Mercedes-Benz  3-liter  dynasty  includes  elegant  300  S  Cabriolet, 
world  championship  300  SLR  sports-racing  car,  muscular 
300  SL  "Gullwing"  coupe,  and  1983  300  D  Turbodiesel  Sedan . 

absorbers  of  their  own. 

"The  300  D's  success  in  strik- 
ing a  balance  between  ride  and 
comfort  and  handling  response" 
comments  one  automotive  jour- 
nal, "is  equalled  by  less  than  a 
handful  of  other  cars  in  the 
world!'  No  doubt  because  the 
sophistication  of  its  fully  inde- 
pendent suspension  system  is 
equalled  by  less  than  a  handful 
of  other  cars  in  the  world. 

You  may  develop  a  taste  for 
out-of-the-way  roads,  once  you 
sample  the  300  D's  uncanny 
knack  for  blotting  up  thumps 
and  bumps  and  taking  even 
potholes  in  stride. 


Nimble-handling  cars 
seldom  abound  in  inte- 
rior space-but  the  300  D 
once  again  defies  con- 
vention. The  cabin  is 
easily  spacious  enough 
to  accommodate  five 
adults.  (A  12.57  cu.  ft. 
trunk  can  easily  accom- 
modate their  luggage.) 
The  car  is  so  fully 
equipped  that  the  extra- 
cost  options  list  is  tiny. 
Automatic  climate 
control,  four-speed  auto- 
matic transmission,  and 
more  than  20  other 
amenities  are  standard. 

Legendary  resale 
figures 

The  300  D  is  creating 
its  own  legend-but  how 
reassuring  to  know  that 
it  is  already  part  of 
another:  so  coveted  is  the 
Mercedes-Benz  name  by 
American  buyers  today  that 
after  the  first  three  years,  the 
entire  Mercedes-Benz  line  has 
been  shown  to  retain  an  average 
of  84  percent  of  original  value. 

*EPA  estimate  for  comparison  purposes. 
The  mileage  you  get  may  vary  with  trip  length, 
speed  and  weather.  Actual  highway  mileage 
will  probably  be  less. 

©  1982  Mercedes-Benz  N.  A..  Inc.,  Monrvale,  N.I. 


Engineered  like  no  other 
car  in  the  world 


Numbers  Game 


Alexander  &  Alexander  was  arm-twisted  by 
the  SEC  into  taking  a  $40  million  writeoff. 
But  isn't  there  a  deeper* problem? 


Men  of  goodwill, 
disagreeing 


By  Richard  Greene 


If  you  bought  a  tract  of  land  for 
$100,000  with  a  $50,000  building 
on  it  and  when  you  finally  went  to 
the  property  you  discovered  the  build- 
ing was  missing,  you'd  think  your  net 
worth  decreased  by  $50,000,  right? 

Well,  in  big  business  things  aren't 
quite  so  simple.  In  January,  when 
Alexander  &  Alexander,  the  big  insur- 
ance brokerage  house,  bought  the 
Alexander  Howden  Group,  a  British 
insurance  brokerage  house,  it  thought 
it  had  acquired  $  1 20  million  in  assets. 
It  paid  $300  million  for  the  acquisi- 
tion, which  it  booked,  naturally,  as 
$120  million  in  assets.  Unfortunate- 
ly, several  months  after  the  acquisi- 


tion, Alexander  &  Alexander  discov- 
ered it  had  a  major  problem:  Some 
$40  million  in  assets  were  missing, 
many  of  which  had  reportedly  been 
diverted  to  Panamanian  and  Liech- 
tenstein corporations. 

The  solution  for  A&A  and  its  audi- 
tor Deloitte  Haskins  &  Sells?  Simply 
add  that  $40  million  to  goodwill  and 
write  it  off  over  40  years. 

If  the  acquisition's  assets  were 
short  by  $40  million,  how  come  good- 
will goes  up?  Welcome  to  the  pecu- 
liar world  of  goodwill  accounting.  Ac- 
cording to  Accounting  Principles 
Board  Rule  16,  goodwill  is  simply  a 
mechanical  calculation.  You  subtract 
an  acquisition's  assets  from  its  pur- 
chase price  and  the  answer  is  good- 
will. So  if  you  have  miscalculated  its 
assets  a  bit,  all  you  need  to  do  is 
adjust  goodwill.  "We  were  only 
acting  in  conformity 
with  generally  accepted 
accounting  principles," 
maintains  the  com- 
pany's chief  financial  offi- 
cer, William  Farley. 

Unfortunately  for   A&A,  the 
SEC  didn't  quite  see  it  the  same 
way.  "I  don't  argue  that  they 
looked  at  APB  16  and  reached  the 
conclusion  that  they  were  doing 
the  right  thing,"  says  Clarence 
Sampson,  chief  accountant  of 
the  SEC.  "I  simply  argue 
that  they  reached  a  bad 
conclusion." 
The  debate  between  the 
SEC  and  A&A  hinges  on 
whether   this   was  the 
kind  of  situation  envi- 
sioned by  the  Accounting 
Principles  Board  when  it 
issued  Rule  16.  The  com- 


pany argues  that  this  regrettably  was  a 
normal  business  transaction,  and  so 
APB  16  applies.  The  SEC  thinks  this 
was  hardly  normal.  "They  had  ac- 
quired a  company  with  material  unre- 
corded liabilities  in  an  amount  they 
could  not  have  conceived  of,"  says 
Mark  Okun,  an  SEC  staff  member. 

After  a  number  of  meetings,  A&A 
decided  to  go  along  with  the  SEC  and 
take  a  one-time  $40  million  writeoff 
in  the  third  quarter  that  ended  in  mid- 
November.  That  changed  the  com- 
pany's third-quarter  results  from  a 
$3.6  million  profit  to  a  $36.3  million 
loss.  "We  had  to  do  it,"  says  Farley. 
"It  doesn't  make  sense  fighting  with 
the  SEC  over  an  item  like  this." 

All  of  which  raises  once  more  the 
question  of  what  is  goodwill.  How,  for 
example,  do  you  calculate  the  true 
value  of  Coca-Cola's  trademark?  And 
once  you  do,  what  is  the  appropriate 
period  for  depreciating  that  asset? 

The  Financial  Accounting  Stan- 
dards Board  has  just  come  out  with  an 
exposure  draft  arguing  that  the  nor- 
mal 40-year  period  should  not  apply 
to  purchases  of  banks,  for  example. 
Finally,  if  Deloitte  Haskins  &  Sells, 
acting  in  good  faith,  could  maintain 
that  a  major  problem  like  Alexander 
&  Alexander's  actually  increases 
goodwill,  and  the  SEC  maintained  the 
opposite,  don't  we  need  a  new  defini- 
tion of  goodwill? 

No  free  LIFO 

Everybody  knows  that  LIFO  inven- 
tory accounting  helps  minimize 
the  effect  of  inflation  on  an  income 
statement  by  using  the  most  recent 
inventory  cost.  The  latest  additions  to 
inventory  (last  in),  with  the  highest 
costs,  are  counted  as  being  the  first 
shipped  (first  out).  This  eliminates 
the  lag  effect  of  the  more  traditional 
first-in,  first-out  method  in  which 
oldest  costs  are  matched  first  against 
most  recent  prices,  thus  inflating 
earnings  continuously  until  prices 
stop  rising. 

But  there  is  a  price  for  having  a 
more  realistic  income  statement,  a  la 
LIFO:  an  increasingly  less  realistic  bal- 
ance sheet.  It  works  like  this:  Usually, 
when  a  company  switches  from  FIFO 
to  LIFO,  its  existing  stock  of  raw  ma- 
terials, work  in  progress  and  finished 
goods  stay  on  the  books  at  costs  prev- 
alent at  the  time  of  the  switch,  which 
is  generally  much  less  than  their  cur- 
rent value.  The  difference  between 
that  ever  older  stock  of  goods  with  its 
frozen  values  and  current  market  val- 


168 


FORBES,  DECEMBER  6,  1982 


It  doesn't  look  like  much. 

But  the  insurance  business  will  never  be  the  same. 

With  it,  independent  Travelers 
agents  across  the  nation  will  be  able 
to  provide  services  they  never  could 
before.  Or  that  often  took  them  days, 
even  weeks. 

Th  is  sophisticated  computer  sys- 
tem, called  inter  ACS,  allows  agents 
to  link  up  their  own  computers  to 
The  Travelers  vast  computer  files 
in  Hartford  for  all  sorts  of  necessary 
information: 

Like  on-the-spot  premium  quo- 
tations.The  latest  status  of  claims, 


payment  or  coverage.  Individualized 
proposals  for  certain  policies. 

InterACS  will  also  allow  agents 
to  report  claims  electronically  to  The 
Travelers.  And  to  issue  a  new  policy 
overnight,  which  is  then  printed 
right  in  the  agent's  office. 

It  will  also  significantly  reduce 
the  amount  of  paperwork  which,  in 
the  end,  will  benefit  everyone 
concerned. 

InterACS  is  just  the  latest  rea- 
son why  you  should  consider 


The  Travelers  for  all  your  insurance 
needs.  There  are  many  more. 
For  details,  just  call  an  independent 
Travelers  agent  or  broker.  To 
find  the  one  nearest  you,  consult  the 
Yellow  Pages. 

Considering  where  we've  been, 
and  where  we're  going,  why  call 
anyone  else? 


THE  TRAVELERS 

The  Trawlcn  I  orporation  and  its  Affiliated  Companies,  Hattfurd.  I  T  06115 


Editorial  impact  at  senior  executive  level  -  That's  a  strength  that  has  been 
demonstrated  over  a  decade  of  European  readership  studies. 

The  1982  EBRS  (European  Businessman  Readership  Survey)  shows  that  McGraw-Hill's 
International  Management  regularly  reaches  more  executive  business  readers  than  many  of 
the  big  name  magazines  including  Time,  Newsweek,  Fortune,  Economist  and  Harvard 
Business  Review. 

Ask  our  sales  team  to  show  you  the  detailed  results  both  for  International  Management  and 
our  Network  partner  publications  in  UK,  Germany,  Italy,  Spain,  and  Scandinavia.  They 
deliver  a  total  unduplicated  coverage  of  49%  of  Europe's  executives  in  industry  and 

commerce. 


Ian  Stewart  NYC  Joan  Sillnsh  NYC  Robert  Gllot  Lynrte  Slmonfy 

(South  East  and  (North  East  Chicago  (Mid-Westj  Los  Angeles 

Canada)  and  New  York)  Tel  (312)  751  3716  (West  Coast) 

Tel:  (212)  997  2946  Tel  (212)  997  3585  Tel:  (213)  487  1 160 


 INTERNATIONAL  

Get  the  strength  of  MANAGEMENT  readership  working  for  you. 

INTERNATIONAL  MANAGEMENT  McGraw-Hill  Building  1221  Avenue  of  the  Americas  New  York.  NY  10020  Tel  (212)  997  2806 


ues  is  the  "UFO  cushion."  That  cush- 
ion can  grow  in  periods  of  rising  prices 
as  inventory  grows — the  difference 
between  this  year's  larger  stock  of 
goods  and  last  year's  then  becomes 
another  layer  of  the  cushion.  But  the 
cushion  doesn't  show  on  the  balance 
sheet,  thus  stockholders'  equity  is 
understated. 

When  a  company  pares  inventory 
and  cuts  into  the  cushion,  it  gets  a 
major  and  misleading  shot  in  the  arm 
from  matching  frozen  older  costs 
against  current  prices.  That's  what  a 
number  of  oil  companies  have  been 
doing  since  last  year.  But  until  that 
happens  the  LIFO  cushion  is  not 
transferred  to  stockholders'  equity. 

Just  how  distorted  those  equity  fig- 
ures can  be  for  a  company  with  a  lot  of 
capital  tied  up  in  inventory  was  un- 
derscored recently  in  a  survey  of  the 
chemical  industry  done  by  Norman 
Weinger  of  Oppenheimer  &  Co.,  the 
brokerage  house.  Weinger  calculated 
that  Union  Carbide's  net  worth  was 
understated  by  about  18%  just  be- 
cause of  its  aging  LIFO  cushion. 

Obviously  that  throws  off  return- 
on-equity  calculations  considerably. 
In  Union  Carbide's  case,  for  example, 
ROE  looked  like  a  respectable  12.3% 
last  year.  But  it  falls  to  a  mediocre 
10%  once  it  is  adjusted  for  that  under- 
valued LIFO  cushion. 

Other  yardsticks  are  distorted,  too. 
Inventory  turnover  is  a  traditional 
measure  of  efficiency.  Last  year,  for 
example,  Monsanto's  inventory  turn- 
over looked  like  a  nifty  (by  chemical 
industry  standards)  6.  But  add  back 
the  LIFO  reserve  and  the  figure  comes 
out  a  sluggish  4.  Now  compare  that 
with  similar  adjustments  at  Carbide, 
4  to  2,  and  Grace,  4.8  to  4.2. 

The  LIFO  news  is  not  all  bad,  of 
course.  A  big  LIFO  cushion  can  be  a 
very  pleasant  surprise  for  stock- 
holders. According  to  Weinger,  many 
steel  companies'  LIFO  cushions  equal 
or  exceed  the  companies'  total  stock 
market  value.  National  Steel's  LIFO 
cushion  at  the  end  of  1981  totaled 
$742  million — towering  over  its 
recent  market  value  of  $322  million. 

What  happens  now  that  inflation  is 
slowing  down?  To  the  extent  that  it 
continues  to  slow,  the  LIFO  cushions 
will  cease  growing;  but  they'll  still  be 
there — unless  real  deflation  sets  in. 
But  here's  another  complication:  This 
year,  with  so  many  companies  cutting 
inventories,  a  good  part  of  those  cush- 
ions are  helping  to  pad  earnings,  mak- 
ing them  look  better  than  they  are. 
That's  the  fascinating  thing  about  ac- 
counting: The  more  you  strive  to 
make  it  reflect  the  real  world,  the 
more  complex  it  becomes.  ■ 


You  never  have  to  ask  us 
for  a  discount  on 
your  trade. 

ni 


With  Rose  &  Company,  you  always  get  our  lowest 
commission.  Guaranteed. 

Whether  you  trade  once  a  day.  Or  once  a  year. 

And  our  commission  schedule  is  one  of  the  most  comprehensive  in  the 
industry.  With  savings  ranging  up  to  70  percent  compared  to  rates  of 
full-commission  brokers.*  And  a  maximum  commission  of  $25  on  a 
hundred-share  trade. 

Compare  our  discount  commissions  to  what  you  pay  now. 

$15  per  share         $25  per  share         $40  per  share 


100  shares 
500  shares 
1000  shares 
2000  shares 


$25.00 


$80.00 


$100.00 


$145.00 


$25.00 


$92.50 


$130.00 


$185.00 


$25.00 


$115.00 


$165.00 


$225.00 


"Based  on  August,  1982  survey 


The  Experienced  Discount  Broker 

Rose 

&comPany 

INVESTMENT  BROKERS,  INC. 


BOARD  OF  TRADE  BUILDING  •  CHICAGO,  ILLINOIS  60604 

CHICAGO  •  BOSTON  •  HOUSTON  •  LOS  ANGELES  •  PITTSBURGH  •  WASHINGTON,  D  C. 
Member  New  York  Slock  Exchange.  Inc.  and  Other  Principal  Exchanges 

For  our  free  discount  trading  brochure  call  us  or  complete  this  coupon. 


Name 


Address 


City 


State 


Zip 


Chicago  (312)  987-9400  •  Boston  (617)  720-0600  •  Houston  (713)  861-7800 

Los  Angeles  (213)  624-6000  •  New  York  (212)  619-3333 

Philadelphia  (215)  925-2100  •  Pittsburgh  (412)  392-0300 

San  Francisco  (415)  986-1223  •  Washington,  DC.  (202)  628-1110 

Member  Securities  Investor  Protection  Corporation  (SIPC) 
Securities  held  in  customer  accounts  are  protected  up  to  $500,000 


National 

QuickPhone  System 

Call  toll  free  day  or  night, 
7  days  a  week 

(800)  435-4000 
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Meeting  Japan's  Challenge 


Eleventh  in  a  Series 


Iff  IT  THINGS 


If  YOUHE  TRYIH 
TO  SELL  THE 
JAPANESE. 


One  of  the  most  difficult  challenges  facing  American  business  has  been  to  find  a  way  to 
sell  to  the  Japanese  We  think  we  have  a  solution. 

It's  a  simple  strategy  and  involves  only  a  few  basic  steps.  But  it  has  worked  for  us. 

Instead  of  just  talking  about  building  quality  products,  years  ago  we  committed  our  entire 
:ompany  to  doing  it.  And  in  living  up  to  that  commitment  we've  proven  that  with  the  right 
approach  American  manufacturers  can  meet  the  Japanese  on  their  own  home  grounds. 

A  big  key  to  success  is  having  a  strong  enough  commitment  to  get  through  the  tough 
nitial  stages.  We  learned  this  in  1978  when,  with  the  encouragement  of  the  U.S.  government, 
Motorola  decided  to  compete  for  some  of  the  electronics  business  traditionally  awarded  only  to 
apanese  companies  by  Japan's  giant  Nippon  Telegraph  and  Telephone  Public  Corporation. 

It  was  a  bold  undertaking  that  required  substantial  investments  of  time  and  money  In  fact, 
ust  to  enter  the  competition  it  was  necessary  to  complete  an  exhaustive  survey  of  competitive 
products  and  to  translate  and  study  all  the  pertinent  Japanese  specifications. 

But  if  you  want  to  sell  to  the  Japanese 
rou  have  to  make  the  effort.  So  we  did  it. 

Then  we  did  something  even  tougher. 
/Ve  committed  ourselves  to  exceeding  the  quality 
standards  they  set  for  us 

And  succeeded.  In  early  1982,  after 
:ompetmg  with  a  number  of  Japanese  electronics 
nanufacturers,  Motorola  demonstrated  in 
'igorous  testing  that  our  pagers  exceeded  NTT's 
eliability  standards,  while  complying  with  their 
strictest  price  and  delivery  requirements 

As  a  result,  Motorola  was  officially  quali-  Made  m  America 

led  by  NTT  as  a  supplier  of  pocket  pagers.  The 

irst  and  only  non- Japanese  firm  ever  admitted  to  this  heretofore  closed  group 

Orders  for  over  50,000  Motorola  pocket  pagers  are  expected  this  year  alone. 
In  striving  to  exceed  quality  and  reliability  standards,  though,  it  is  equally  important  to 
namtam  high  standards  of  customer  service. 

We  are  convinced  that  this  success  in  the  Japanese  market  is  due  largely  to  the  way  we 
ipproach  every  one  we  serve. 

It's  a  simple  common  sense  way  of  doing  business  that  says  we  pay  as  much  attention  to 
he  wants  and  needs  of  our  customers  as  we  do  to  the  quality  of  the  products  we  make  for  them. 

We  think  there's  one  other  basic  factor  that's  also  responsible  for  Motorola's  success  in 
;ellmg  to  the  Japanese.  Our  participative  management  attitude. 

One  of  our  goals  is  to  make  every  Motorola  employee  in  every  Motorola  plant  an  effective 
Dart  of  the  management  team  of  our  company.  And  because  employees  are  motivated  by  this 
mance  to  participate  and  are  rewarded  for  their  efforts,  we've  found  we're  able  to  bring  to  bear 
m  every  product  we  make  the  enthusiasm,  the  dedication,  and  the  attention  to  detail  that  result 
n  the  highest  kind  of  quality. 

The  kind  of  quality  that  has  allowed  an  electronics  company  like  Motorola  to  sell  in  a 
:ountry  where  they  make  some  fine  electronics  themselves. 

(AA)  MOTOROLA  A  World  Leader  in  Electronics 
Quality  and  productivity  through  employee  participation  in  management 
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Cap  Weinberger  should  know  that  it  is 
going  to  take  more  than  a  tired  war  on 
waste  to  reform  defense  contracting. 


Only  talk 
is  cheap 


By  Howard  Banks 


In  Washington,  where  every  year 
the  cherry  blossoms  return  in 
spring  and  potential  candidates 
coyly  deny  presidential  ambitions, 
there  are  few  more  hardy  perennials 
than  politicians  declaring  a  "war  on 
waste."  In  the  latest  flowering  of  that 
genus  politicus,  Defense  Secretary  Cas- 
par W.  Weinberger  announced  recent- 
ly that  he  had  set  up  an  office  to 
investigate  allegations  of  waste  by  de- 
fense contractors. 

Weinberger  also  announced  that 
the  Pentagon  is  now  operating»a  fraud 
unit  jointly  with  the  Justice  Depart- 
ment, and  that  Defense  has  inaugu- 
rated one  of  those  gimmicky  hot  lines 
for  people  to  call  and  inform  on  sup- 
posed defense  contractor  misdeeds.  In 
the  last  six  months,  Weinberger  de- 
clared, "our  auditors  found  over  $2.3 
billion  in  savings"  in  the  estimated 
$183  billion  defense  budget  for  1982. 

Fraud,  waste,  $2.3  billion  in  sav- 
ings— powerful  talk.  But  when  the 
specifics  are  examined  closely,  the 
Pentagon's  program  thus  far  emerges 
as  more  bark  than  budget  biting. 

Item  one  was  that  the  government 
was  going  to  stop  contractors  from 
passing  on  to  the  taxpayer  the  costs  of 
lobbying  to  obtain  defense  contracts. 
That,  however,  has  been  illegal  for 
years.  What  actually  has  been  altered 
is  the  line  between  lobbying  and  "leg- 
islative liaison,"  an  allowable  ex- 
pense covering  contacts  with  federal, 
state  and  local  governments  for  which 
contractors  billed  Defense,  although 
no  one  has  the  foggiest  idea  how 
much.  A  Pentagon  spokesman  is 
vague  as  to  what  will  be  allowed  un- 
der the  new  rule,  and  equally  vague  as 
to  the  envisioned  saving. 

Most  of  the  publicity  that  followed 
a  Weinberger  speech  about  waste  in 


10% 


Navy  Secretary  John  Lehman  Jr. 
Making  the  eyes  optional. 

late  October  concerned  his  attack  on 
the  Pratt  &  Whitney  division  of  Unit- 
ed Technologies  for  jacking  up  the 
cost  of  spare  parts  for  jet  engines.  Un- 
fortunately, the  Secretary — a  lawyer 
by  profession — got  two  separate  cases 
muddled.  No  details  are  known  about 
one,  a  hot-line  tip-off,  except  that  it 
repeats  the  accusation  that  Pratt  has 
heavily  increased  the  price  of  spare 
parts  over  the  past  couple  of  years. 
"Maybe  so,"  cracks  Robert  Carlson, 
executive  vice  president  of  United 
Technologies,  "but  by  no  greater  mar- 
gin than  General  Electric." 

The  other  case  involves  orders  of  33 
different  parts  for  Pratt  engines  and  a 
total  bill  of  $140  million.  Prices  on 
some  of  those  parts  have  increased  by 
300%  and,  said  Weinberger,  the 
"company  was  unable  to  justify" 
those  increases.  But  of  the  33  parts, 
disputes  had  been  settled,  by  the  time 
he  spoke,  on  all  but  11 — and  $101 
million  of  Pratt's  bill  had  been  hon- 
ored by  the  Pentagon.  As  to  the  re- 
maining parts,  some  were  odd  lots  of 


currently  out-of-production  items  and 
others  represented  altered  specifica- 
tions. For  example,  an  ostensibly  sim- 
ple rivet  had  increased  in  price  from 
24  cents  to  $1.  But  the  24-cent  prod- 
uct had  been  made  of  conventional 
stainless  steel  and  the  changed  speci- 
fication called  for  Inconel  alloy.  The 
number  ordered  had  also  been  cut 
from  150,000  to  a  batch  of  50,000. 
Circumstances  alter  prices. 

The  closest  to  real  injury  comes  in 
the  price  cut  that  Navy  Secretary  John 
Lehman  Jr.  forced  on  McDonnell 
Douglas.  Lehman  told  the  St.  Louis- 
based  planemaker  either  to  accept  a 
$1.2  million  cut  in  the  price  of  each  F- 
18  Navy  fighter,  which  is  also  in  trou- 
ble because  of  complaints  that  it 
doesn't  have  enough  range,  or  do 
without  the  business.  McDonnell  had 
little  choice,  since  the  Navy  would 
have  been  happy  to  switch  the  money 
to  buying  more  FT  4  fighters  and  A-6 
attack  aircraft  from  Grumman. 

Even  this  case  has  its  phony  ele- 
ments. It  seems  that  the  equipment 
included  in  the  earlier  basic  price  has 
been  trimmed,  like  pulling  standard 
equipment  off  a  car  and  calling  it  op- 
tional. Thus  the  6%  claimed  price 
saving  isn't  necessarily  so.  For  exam- 
ple, the  infrared  and  laser-spot  target 
trackers — those  are  the  pilot's  elec- 
tronic eyes — are  essential,  but  they 
are  now  to  be  charged  as  extras. 

If  it  all  sounds  foolishly  expedient, 
well,  when  the  "war  on  waste"  was 
declared,  there  was  an  election  coming 
up  and  an  Administration  that  was 
hurting  from  criticism  of  its  tough  line 
on  social  programs.  It  felt  the  need  to 
defend  itself  on  defense  spending.  But 
the  continuing  significance  of  the  new 
Weinberger  approach  is  that  it  indi- 
cates a  probable  opening  to  negotiating 
further  cuts  on  defense. 

The  attack  has  got  management's 
attention.  But  the  nitpicking,  politics- 
as-usual  approach  to  saving  money 
shows  no  concern  about  reform  of  the 
accounting  that  governs  all  defense 
contracts.  Contractors  negotiate  a 
profit  margin  on  the  sum  of  costs 
agreed  on  between  company  and  Pen- 
tagon. The  larger  the  agreed  costs  the 
greater  the  contractor's  dollar  profit. 

It  is  not  surprising  that  contractors 
have  -  become  experts  at  fattening 
costs,  even  at  including  (small)  items 
as  pawns  for  Defense  Department 
auditors  to  find  and  exclude.  Yet 
those  same  contractors  would  scream 
blue  murder  if  subcontractors  pulled 
the  same  trick  at  their  expense.  It  may 
be  an  unrealistic  expectation  in  a  po- 
litical world,  but  wouldn't  it  be  nice  if 
the  defense  business  operated  like  the 
rest  of  private  industry?  ■ 
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Executive  Escape 


The  Fine  Art  of  the  Fast  Getaway 


by  Penelope  riaylo 


It's  not  hard  to  conjure  up  the  perfect 
escape,  a  vision  that  assumes  the  con- 
tours and  coloration  of  each  dreamer's 
idea  of  a  good  time.  5ome  see  them- 
selves mentally  adrift  on  a  seductive 
beach  in  the  tropics  surrounded  by 
frangipani  and  hula  girls.  Others  imag- 
ine themselves  contesting  the  ele- 
ments: climbing  the  Matterhorn,  or  bal- 
looning across  the  5erengeti  armed 
witn  a  gin  and  tonic  and  a  telephoto 
lens.  5till  others  envision  scoring  a 
birdie  at  Pebble  Beach,  or  experiencing 
the  tea  ceremony  at  exquisite  Tawa- 
raya  Inn  in  Kyoto,  or  sailing  away  on  a 
90-ft.  schooner  provisioned  with 
Mozart  and  Dom  Perignon. 

This  article  is  not  about  dreams,  but 
about  the  real-world  need  for  busy 
executives  to  get  away  from  the  pres- 
sures and  responsibilities  of  their  jobs. 
All  the  current  literature  on  the  subject 
of  fitness,  health,  and  mental  well- 
being  emphasizes  the  importance 
of  a  change  of  scene  AT  REGULAR 
INTERVALS,  a  need  that  is  especially 
pronounced  among  those  overachiev- 
ing  men  and  women  who  guide  Amer- 
ica's businesses.  Planning  six  months 
in  advance  for  a  three-week  respite  at 
one's  vacation  home  by  the  ocean  is  a 
vital  component  of  executive  survival, 
but  it's  simply  not  sufficient  nourish- 
ment. The  human  brain,  the  human 
body,  and  the  human  imagination  need 
more-,  a  regular  diet  of  relaxation,  exer- 
cise and  creative  stimulation  that  send 
one  back  to  the  workaday  world  with  a 
renewed  sense  of  vigor  and  purpose. 


The  Weekend  focap 

The  idea  here  is  that  you  use  a  busi- 
ness trip  as  a jumping-off  point  for  a 
two-  or  three-day  break  that  does  not 
require  elaborate  travel  or  exotic  para- 
phernalia. What  it  does  require  is  imag- 
ination and  flexibility- the  ability  to 
change  gears  at  the  drop  of  a  brief- 


case, here  are  a  few  possibilities: 
From  London:  Endless  opportunities:  a 
plane  to  Edinburgh.  A  romantic  over- 
night excursion  on  the  super-deluxe 
VENICE  5IMPL0H-0RIEHT-EXPRE55 
(from  London,  across  the  Channel  and 
on  to  Venice  via  Paris  and  Switzerland). 
Or  how  about  a  typical  British  weekend 
instead,  featuring  high  tea  and  romps 
through  the  sheep  fields? 

EA5TWELL  MANOR  in  A5NF0RD, 
KENT,  is  a  20-bedroom  country  manor, 
parts  of  which  date  back  to  the  11th 
century,  and  which  was  opened  as  a 
hotel  only  two  years  ago.  The  comfort- 
able accommodations  are  roomy 
enough  to  move  into  for  a  month.  Nave 
a  drink  in  the  wainscotted  bar,  then 
sup  on  nouvelle  cuisine  or  manor-bred 
lamb.  For  outings,  visit  Canterbury  and 
the  Cinque  Ports  (Sandwich,  Dover, 
Nythe,  Romney  and  Hastings),  com- 
missioned to  build  royal  ships  in  the 
15th  century. 

LYGON  ARMS,  founded  in  1552,  is 
about  100  miles  west  of  London  on 
the  edge  of  the  Cotswalds  (ask  for 
Charles  I's  or  Oliver  Cromwell's  old 
room).  Meals  are  served  in  the  Great 
hall:  try  the  smoked  salmon  and  game 
in  season.  For  entertainment,  wander 
through  the  medieval  Cotswald  vil- 
lages, and  visit  the  theater  at  Stratford- 
on-Avon  nearby. 

From  Paris:  To  Lyon  for  unmitigated 
feasting;  to  Monte  Carlo  to  stay  at  the 
HOTEL  DE  PARI5  and  wear  your  black 
tie  and  diamonds  to  the  CA5IN0  DE 
MONTE  CARLO,  run  by  the  5oc/ete  des 
Bains  de  Mer.  Or  how  about  the  Loire 
Valley  with  its  250  or  so  palaces,  cas- 
tles, churches  and  abbeys  in  this  most 
historic  part  of  the  lies  de  France? 

Or  you  might  head  for  REIM5  in  the 
Champagne  region  (85  miles  west 
of  Paris)  to  visit  Moet  &  Chandon, 
Taittinger  and  50  other  wine  cellars 
(most  open  Monday-Friday,  some  by 
appointment  only).  5tay  at  the  elegant 


N05TELLERIE  DU  CN ATE AU  in  Fere-e 
Tardenois  (about  20  miles  west  of 
Reims).  The  easiest  way  to  get  to 
Tours  or  Reims  from  Paris  is  by  train 
pick  up  a  rental  carat  the  station  (ca\ 
can  be  booked  through  French  Natio 
Railroads  or  Budget  Rent-a-Car). 
From  New  York,  Washington  &  Othe 
East  Coast  Cities:  Give  yourself  into 
the  keeping  of  the  grand  old  resorts: 
TNE  GREENBRIER  (White  5ulphur 
Springs,  W.  Va.),  TNE  N0ME5TEAD 
(Not  Springs,  Va.),  PINENUR5T  (Pine- 
hurst,  N.C.),  TNE  CLOISTER  (Sea 
Island,  Ga.),  or  MARRIOTT'5  CASA 
MARINA  (Key  West,  Fla.). 

Or  take  off  for  BERMUDA:  in  unde 
two  hours  by  air  from  New  York  or 
Atlanta  (56  hrs.  by  cruise  ship),  you 
find  yourself  in  a  pastel  environmeni 
relentless  appeal,  with  fresh  Atlantic 
air,  hibiscus  by  the  armload,  and  ter 
rific  shops  for  Shetland  sweaters  am 
Liberty  cottons.  Grande  dame  ofBer 
muda  resorts  is  CASTLE  NARBOUR 
Tucker's  Town,  which  has  its  own  18 
hole  golf  course  and  visiting  rights  t 
the  exclusive  Mid-Ocean  Club.  Trust 
Nouses  Forte  operates  three  ebullier 
establishments:  NARMONY  NALL  in 
Paget,  the  BERMUDIANA  in  Namiltor 
and  the  BELMONT  NOTEL  &  GOLF 
CLUB  in  Warwick. 
From  Sydney:  the  world  is  your  oys\ 
on  this  island  continent,  especially  it 
you  think  big  and  jump  on  a  plane. 
Take  a  day  flight  to  DUBBO  to  visit  a\ 
sheep  station  and  down  a  pint  with  I 
ranchers,-  or  a  three-day  excursion  b 
LIGHTNING  RIDGE  to  dig  for  black 
opals  (these  can  also  be  bought  wit 
the  mud  washed  off  in  Sydney's  fint 
jewelry  stores).  NAYMAN  ISLAND  or 
the  edge  of  the  Great  Barrier  Reef 
offers  one  of  the  most  mesmerizinc. 
escapes  of  all  time.  LIZARD  ISLAND 
a  haven  for  deep-sea  fishermen 
(1000-lb.  black  marlin  run  from  5ep 
tember  to  December).  For  an  easy  c 


Rubbing  elbows  in  Business 
Class  has  a  fallacy  attached  to 
it.  When  the  plane  is  full, 
Business  Class  doesn't  give  you 
any  great  advantage;  and 
when  the  plane  is  half-empty, 
you  are  penalized  by  being 
confined  to  one  section.  And 
paying  more  for  it. 

If  special  service  is  the 
attraction,  then  why  not  fly 
Swissair?  We  have  no  need  to 
add  an  intermediate  class, 
because  Swissair  has  offered 
special  amenities  in  Economy 
Class  all  along.  Like  more 
space.  Swissair  Economy  has 
one  less  seat  per  row  than 
most  other  airlines,  and  full- 
fare  passengers  can  reserve  a 
favorite  seat  anywhere  they 
like—not  just  in  a  limited 
section.  There  are  also  free 
drinks  and  headsets  and  a 
choice  of  meals  served  on 
china.  All  at  no  extra  charge. 

So  if  Business  Class  doesn't 
always  rub  you  the  right  way, 
why  not  rub  elbows  on  the 
favorite  airline  of  frequent 
international  travelers? 

Call  us  or  your  travel  expert. 


Compare: 


In-Flight 


Swissair 
Economy 
( Swiss  Class) 


Business  Class 
on  other 
airlines. 


Seating 

Your favorite 
seal,  reserved. 

Reserved 
seating  in 
designated 
section. 

World- 
wide 

Available  on 
all  flights  to 
98  Swissair 
destinations. 

Not  available 
on  all  flights. 

Free  beverages 
and  headsets, 
choice  of 
entrees  served 
on  china  or  a 
choice  of  15 
special  meals 
with  advance 
notice. 


Free  beverages 
and  headsets; 
choice  of 
entrees. 


Cost 


No  extra 
charge. 


Higher fare 
level. 


Swissair 


"If  you  think  our  hotels  do  it  right,  try 
a  business  meeting  or  vacation  atone  of 
our  resorts'.'  mm 


"We've  become  one  of 
todays  most  successful  hotel 
companies  mainly  by  doing  a 
first-class  job  for  business  trav- 
elers at  our  big-city  locations. 
In  places  where  'doing  it  right' 
means  giving  service  that's 
snappy  and  businesslike. 

But  I  think  our  talent  for 
pleasing  shows  off  to  even 
better  advantage  in  the 
more  relaxed  and  gracious 
atmosphere  of  our  resorts. 
Where  we  can  coddle  guests 
with  breakfasts  in  bed,  lazy 
lunches  by  the  pool-maybe  a 
candlelit  dinner  and  some 
dancing. 

Next  time  you  need  a 
retreat  for  a  special  business 
conference,  a  meeting  to 
inspire  your  salesmen  or  re- 
ward the  key  people  in  your 
organization,  or  just  to  take 
a  glorious  vacation  for  yourself, 
I  heartily  commend  our  18 
Marriott  Resorts. 

They're  certainly  the  high- 
lights on  my  agenda. 

Well. . .  I  have  to  make 
sure  everything  stays  up  to  par. 
After  all,  it's  my  name  over 
the  door." 


President,  Marriott  Corporation 


Harriott  Resorts 


800-228-9290- 


sExecutiv/e 


rsion,  cruise  5ydney's  harbor,  or 
a  two-hour  drive  out  to  hunter 
y  to  visit  Tyrrell's  vineyard  in 
olbin. 

i  Seoul:  Take  the  long  way  home 
jgh  Pago  Pago  or  Tahiti;  stop  off  in 
for  a  game  of  golf.  Or  visit  Korea's 
resort  complex  at  Bomun  Lake  in 
\yongju  area.  Two  luxury-class 
Is  make  up  the  BOMUH  LAKE 
DRT  complex,  and  provide  interna- 
\l  business  travelers  with  the 
ce  to  play  18  holes  of  golf  on  a 
npionship  course,  as  well  as  swim, 
.  play  tennis  and  gamble  in  the 
io.  Golfing  gear  is  available  for 
i/. 

The  Caribbean  Escape 

■HHHHH&BmmhBm^HmH 

'.aribbean  is  becoming  increas- 
accessible  via  expanded  direct 
:s  from  many  U.S.  and  Canadian 
>,  and  is  virtually  a  year-round 
:end  home  for  many  savvy  U.S. 
lers.  Ian  Keown,  author  of  the 
uable  CARIBBEAH  HIDEAWAYS 
tjnl  Harmony  Books,  1982),  rec- 
lends  the  following  easy-to-get-to 
s,  selected  not  for  their  esoteric 
n  and  elusive  locations,  but  for 
elegance  and  accessibility: 
DRADO  BEACH  HOTEL,  DORADO, 
UO  RICO.  This  jewel  in  the  Rock- 
t  crown  was  recently  purchased 
=gent  International  Hotels.  The 
ration  of  landscape  with  guest 
mmodations  has  been  accom- 
ed  in  impeccable  style:  nature 
r  managed  to  look  quite  this 
'ct.  Ho  quaint  inn,  this,  but  a  luxu- 
,  spacious  resort- with  two  cres- 
beaches,  seven  tennis  courts,  two 
ipionship  Robert  Trent  Jones  golf 
ses,  lagoons,  salt-water  pools, 
a  and  massage,  bikes,  and  every- 
\  else -that  still  affords  an  idyllic 
e  of  peace  and  privacy.  Located 
)iles  west  of  San  Juan  (1  hr.  by 
10  minutes  via  Crownair). 
\LMAS  DEL  MAR,  HUMACAO, 


Discover  an  America  that 
Americans  haven't  discovered  yet. 

Off  the  coast  of  Ecuador  in  South  America  sit  islands  filled 
with  flora  and  fauna  so  unspoiled,  they  provided  the  key  to  Darwin 
in  forming  his  theory  of  evolution.  The  Galapagos  islands  of  the  Pacific. 

See  your  Travel  Agent  and  pick  up  Eastern's  beautiful  color  brochure. 
And  discover  another  America  the  beautiful.  South  America. 


Here's  the  lowest-cost 

Wghest-yielding 
long-term  investment 
you  can  make! 


In  your  health!  Without  good  health  and 
the  added  years  to  live  and  enjoy  your 
wealth— what  does  it  all  amount  to? 
Perhaps,  suddenly— nothing!  Now,  in  just 
13  days  you  can  learn  how  to  enjoy 
dramatically  better  health  and  longer  life 
with  my  time-proven  Pritikin  diet  and 
exercise  program.  Reduce  cholesterol, 

Call  or  mail  the  coupon 

PRITIKIN 
CENTER 

U.S.  Rte  30, 
Downingtown,  Pa.  19335 

CALL  NOW:(215)  873-0123 
or  (212)  570-1313 


overweight,  the  effects  of  high  blood 
pressure,  coronary  heart  disease  and 
adult-onset  diabetes!  At  my  new,  luxurious 
live-in  Pritikin  Center— just  XA  hour  from 
Philadelphia.  All  medically  supervised— 
in  a  country-club  setting— with  every 
facility  and  convenience  you  could  desire. 
Companion  incentive  plans,  too! 

now  for  full  information. 


Nathan  Pritikin 


PRITIKIN  CENTER  •  U.S.  Rte.  30, 
Downingtown,  Pa.  19335 

I'd  like  to  learn  more  about  your  program. 
Please  send  me  full  information. 

Name  


Address 
City  


_State_ 


_Zip_ 


Home  Phone 


Office  Phone 


HummQ 


HEADED  FOR  AUSTRALIA? 
NEW  ZEALAND? 
SINGAPORE?     NEW  GUINEA? 

Bali  Hai  is  calling  you! 

Dear  Executive: 

On  your  way,  either  way,  this  is  your 
golden  opportunity  for  the  vacation 
of  a  lifetime.  Stopover  at  Forbes  Mag- 
azine's exotic  island  in  the  Fijis — 

LAUCALA 

This  tropical  paradise  is  the  perfect 
place  to  break  your  trip  for  a  few  days 
or  weeks  of  luxurious  relaxation 
among  the  friendliest  people  in  the 
South  Seas. 

Get  off  the  fast  track  with  this  de- 
lightful detour  to  a  millionaire's  pri- 
vate resort  in  the  Fijis. 

Laucala's  excellent  accomodations 
and  ambience  include  tennis,  ocean 
and  pool  swimming,  water  skiing, 
skin  diving  and  snorkeling  around 
breathtaking  coral  reefs,  and  sport 
fishing  for  first  class  game  fish  from 
our  totally  equipped  deep  sea  boats. 

From  your  fully  appointed  guest 
house,  within  sight  and  sound  of  the 
ocean,  you  will  be  pampered  with  the 
finest  food  in  the  kind  of  exclusive  lo- 
cale that  only  seems  to  happen  to 
people  in  the  movies. 

For  details  and  brochure  on  this  very 
exotic  vacation  that  could  fit  nicely 
into  your  next  business  trip  to  almost 
anywhere  in  the  South  Pacific,  write: 

Noel  Douglas 

Forbes  Magazine 

60  Fifth  Avenue,  Dept.  HM  1182 

New  York,  N.Y.  10011 


Executive  Escap 


PUERTO  RICO.  On  the  southeast  cor- 
ner of  the  island,  this  is  a  deceptively 
large  resort  complex  broken  up  into 
intimate  villa  villages  on  what  was 
once  a  vast  sugar  plantation.  The 
sporting  facilities  here  are  spectacular: 
5  miles  of  beach  and  coves,  4  fresh- 
water pools,  20  tennis  courts,  and  an 
18-hole  golf  course  designed  by  Gary 
Player,  horseback  riding,  deep-sea 
fishing,  sailing,  snorkeling,  and  other 
sports  are  available.  Ideal  for  the  sports 
enthusiast  who  doesn't  mind  the  50- 
minute  connecting  flight  from  the5an 
Juan  airport. 

ROUND  HILL,  MONTEGO  BAY, 
JAMAICA.  This  elegant  resort  offers  a 
bit  of  Park  Avenue  under  the  palm 
trees  in  the  same  inimitable  style  that 
lured  Cole  Porter  and  Noel  Coward  50 
years  ago.  Just  six  miles  from  the 
international  airport  in  Montego  Bay 
(about  $10  by  taxi),  Round  Hill  has  a 
mere  56  rooms  and  27  privately- 
owned  villas,  many  with  private  or 
semi-private  pools.  Three  tennis  courts 
and  the  private  beach  are  yours  for  the 
taking;  golf  and  horseback  riding  are 
available  nearby.  Perfect  for  a  sybaritic 
escape  we'll  call  "Private  Lives!'  (Also 
near  Montego  Bay  are  THE  HALE  MOON 
CLUB,  with  good  sports  facilities,  and 
the  newly  renovated  TRYALL  BEACH  & 
GOLF  CLUB. 

GRAY  CLIFF,  NA55AU,  THE 
BAHAMA5.  On  a  different  note  from 
the  razzle-dazzle  tourist  meccas  over 
on  Paradise  Island,  this  colonial  manse 
(just  12  period  rooms)  is  a  former 
Georgian  plantation  manor  with  wel- 
coming verandas  and  tropical  gardens. 
5ituated  in  the  middle  of  town,  Gray- 
cliff  boasts  one  of  the  best  restaurants 
in  these  parts,  and  has  its  own  swim- 
ming pool.  Tennis,  golf  and  deep  sea 
fishing  can  be  arranged.  Graycliff is  a 
member  of  the  prestigious  Relais  et 
Chateaux. 

LA  5AMANNA,  57.  MARTIN.  A  magi- 
cal mix  of  sunny  elements  gleaned 
from  Mykonos  and  Marrakesh  make 


this  one  of  the  great  resorts  in  soul 
ern  climes.  The  beach  is  to  die  for. 
1000  yards  that  look  ten  miles  lone 
dotted  with  secluded  villas  and  well 
tended  gardens.  The  watersports  a 
free;  boat  trips,  golf  and  bicycles  ci 
be  arranged.  The  idea,  though,  is  to 
look  and  feel  beautiful  like  the  movi 
stars  displaying  in  the  pool.  AnothG 
the  Relais  et  Chateaux  group. 

The  Get-in-5hape  Escape 

Increasing  numbers  ofU.5.  executi 
are  becoming  aware  of  the  importa 
of  keeping  in  shape-many  of  them 
informed  and  inspired  by  health  an 
fitness  guru  NATHAN  PRITIKIN,  wh\ 
LONGEVITY  CENTER5  are  helping  t 
reshape  the  habits  of  a  generation, 
lowing  are  a  few  health  spa/resort: 
ideal  for  busy  executives  to  drop  oi 
for  a  few  days  (or  more)  of  physics 
and  metaphysical  toning.  Please  nt 
these  spas  are  not  merely  the  refut 
pampered  women-,  even  the  protot 
cal  GOLDEN  DOOR  in  Escondido,  C 
fornia  now  admits  men  and  couple 
as  does  the  luxurious  LA  C05TA  in 
Carlsbad,  California. 

BONA\JENTURE  INTER-CONTINE 
HOTEL  &  5PA,  FT.  LAUDERDALE, 
FLORIDA.  With  45,000  square  feei 
space  dedicated  to  whirlpools,  sau 
steamrooms,  solariums,  hydrothei 
aerobics,  yoga,  jogging,  fencing, 
Shiatsu  and  5wedish  massage,  hen 
wraps  and  salt-glow  treatments,  tf 
not  only  one  of  the  newest  but  a/sc 
one  of  the  largest  spas  in  the  U.5. 
Packages  offered  are-.  1-day  treatrr 
ideal  for  busy  executives;  4-day  ar 
day  series  that  include  accommod 
tion  at  the  deluxe  Bonaventure  Intt 
Continental  Hotel;  and  spa/ resort 
combinations,  with  golf  and  tennis 
thrown  in. 

PALM-AIRE,  POMPANO  BEACH, 
FLORIDA.  5everal  programs  availa 
here.  Executive  Fitness,  with  empt 
on  cardiovascular  development;  tt 


Executive 


&  Sports,  which  includes  golf  and 
lis;  and  the  5tandard  5even  Day 
aissance  Program,  presumably  for 
5e  who  want  to  come  out  looking 
Botticelli's  "Primavera'.'  Guests 
i  at  the  135-room  Palm- Aire  Hotel. 
mtlYOtl  RANCH,  TUC50H, 
ZOHA.  A  higher  ratio  of  men  come 
?  than  elsewhere,  no  doubt  to  par- 
>ate  in  the  extensive  Executive  Fit- 
s  program.  Weight-training  to 
elop  strength  and  cardiovascular 
urance,  nutritional  instruction,  all 
mer  of  exercise,  vigorous  walks, 
ng,  horseback  riding,  golf,  tennis, 
oal  wraps,  massage,  flotation  tanks 
I  this  and  the  glories  of  the  5anta 
dlina  Mountains  at  sunset  create  an 
guing  balance  between  spa/ resort 
dude  ranch.  More  spartan  than 
le,  and  perhaps  more  invigorating, 
don't  HEED  marble  bathtubs. 
\EPPU,  KYU5HU  I5LAHD,  JAP  AH. 
i  is  one  of  the  great  hot  spring 
iplexes  of  the  world,  with  over 
)0  springs  spewing  up  a  half-a-mil- 
gallons  of  scalding  water  every 
r.  JIGOKU  means  "hells"  and  that's 
it  some  of  the  0H5EH5  (springs) 
called.  Many  of  the  850  inns  and 
2/5  in  Beppu  (1  hour  by  jet  from 
yo)  have  their  own  spa  facilities, 
uding  mud  wraps,  sand  wraps,  cof- 
bean  wraps  and  jungle  baths, 
nething  exotic  for  an  aficionado  of 
gs  Japanese. 

The  Sporting  Escape 

ly  of  the  resorts  and  spas  already 
itioned  are  true  sporting  destina- 
5,  with  a  full  range  of  sports  faciii- 
including  championship  golf 
rses  and  tennis  courts.  For  a  REAL 
1/5  break  jump  on  a  plane  for  Phoe- 
and  from  there  head  for  5cottsdale 
out  ZO  minutes  by  limousine  from 
airport).  Your  destination  is  Camel- 
k  Mountain,  which  is  to  tennis  what 
.on  [/alley  is  to  microtechnology. 
OHH  CjARDIHER'5  TEHHI5  RAHCH 


Discover  an  America  that 
Americans  haven't  discovered  yet. 

In  Peru,  there  is  a  city  on  the  top  of  a  mountain  built 
5800  years  before  Columbus  landed  at  North  America.  It's  the  mysterious, 
wondrous  fortress  city  of  Machu  Picchu,  the  lost  city  of  the  Incas. 

See  your  Travel  Agent  and  pick  up  Eastern's  beautiful  color  brochure. 
And  discover  another  America  the  beautiful.  South  America. 


The  secret  fantasy  of  the 
business  traveler. 

Imagine  a  hotel  that  meets  your  taste  level, 
without  exceeding  your  expense  account. 
A  hotel  that  refreshes  your  body  and  soul. 
With  a  complete  fitness  and  beauty  spa. 

Imagine  a  hotel  restaurant  that  evokes 
Monet's  own  dining  room  in  Giverny. 
Or  another  restaurant  that  bakes  brioche 
for  breakfast  meetings  and  celebrates  light 
French  seafood  for  lunch  and  dinner. 
Imagine  a  concierge  with  a  computer  at  his  fingertips — to  put 
you  in  touch  with  the  best  of  New  York.  All  in  a  location  that  puts 
you  just  where  you'd  like  to  be  on  the  Upper  East  Side.  The  secret 
fantasy  of  the  business  traveler  isn't  a  fantasy  anymore. 

It's  the  new  Barbizon.  For  reservations,  see  your  travel  agent  or 
call  (800)  223-1020. 


B  A RBIZON 

East  Sixty-Third  Street  at  Lexington  Avenue,  New  York,  N.Y.  10021 


HYATT  KUILIMA  RESORT 

on  Oahu's  North  Shore  • 


HYATT  REGENCY  MAUI 

on  Kaanapali  Beach 


HYATT  REGENCY  WAIKIKI 

at  Hemmeter  Center 


The  many  moods 
of  Hawaii  await  you  at  Hyatt. 

Tropical  beaches,  exotic 
flowers,  dazzling  days  in  the  sun.  It's 
all  waiting  for  you  at  three  unique 
resorts,  where  a  Hyatt  Hostess  fills  your 
stay  with  Hawaiian  hospitality.  Enjoy 
lush,  garden  surroundings  at  Maui. 
Rejuvenate  at  Waikiki.  And  for  the 
ultimate  getaway,  Hyatt  Kuilima  Resort 
is  a  paradise.  Come,  discover  Hawaii 
with  a  touch  of  HyatU. 

For  reservations,  call  your  travel 
planner  or  800  228  9000 


Discover  an  America  that 
Americans  haven't  discovered  yet. 

Just  a  few  waves  away  from  Panama,  rests  an  island  resort 
fringed  by  powdery  beaches  and  palm  trees.  It's  called  Contadora. 
And  it's  one  of  the  world's  great  pearls. 

See  your  Travel  Agent  and  pick  up  Eastern's  beautiful  color  brochure. 
And  discover  another  America  the  beautiful.  Latin  America. 


EASTERN 

America  V  fa\ write  «ay  to  fly. 


THE  FINE  ART  OF  COMBINING 
BUSINESS  WITH  PLEASURE. 


Business  travel  should  be  enjoyed.  There  ore 
hotels.  Then  f  here  is  the  Hotel  Mutiny  ot  Soilboot 
Boy. . .  q  welcome  experience  for  travelers  who 
demand  more  service  and  elegance  than 
impersonal  commercial  hotels  provide.  The 
Mutiny  has  130  guest  rooms  and  suites,  each  of 
unique  design  and  unsurpassed  luxury.  Plus 
convenient  meeting  facilities  and  services. 

During  their  stay,  all  guests  enjoy  a  com- 
pi  imentary  membership  in  the  Club  Mutiny. . .  a 
cosmopolitan  private  club  where  international 
business  and  entertainment  personalities 
gather  whenever  they  are  in  Miami. 

The  Mutiny  overlooks  our  famous  Sailboat 
Bay,  yet  it  is  only  minutes  from  Miami's  financial 
district  and  the  International  Airport. 

Preferential  rates,  privileges  and  services  ore 
available  for  corporate  travelers  and  visitors. 


These  include  guaranteed  rotes  with  advance 
reservations,  and  a  25%  discount  on  published 
rates.  Today,  no  executive  can  afford  to  pass  up 
a  memorable  stay  at  memorable  savings. 


corporate  programs,  call  or  write: 

THE  HOTEL  MUTINY 
AT  SAILBOAT  BAY 


2951  South  Bayshore  Drive 
Coconut  Grove,  Florida  33133 
800-327-0372,  (305)442-2400,  Telex  51-9276 


Executive  Esca* 


Restaurant  served  up  in  your  own  din- 
ing room. 

With  Time... 

The  REAL  escapes  are  those  that  go  on 
forever-at  least  a  week  or  more- 
when  you  can  turn  aside  from  the 
pressures  of  the  normal  world  and 
delight  fully  in  the  present.  For  these 
extended  escapes,  your  planning  can 
be  grand  indeed.  A  cruise,  for  example-, 
sailing  with  Cunard's  QUEEN  ELIZA- 
BETH II  from  5an  Francisco  to  Papeete 
and  beyond;  or  ending  a  business  trip 
in  Athens  with  a  week-long  voyage  to 
the  ancient  world  aboard  Sun  Line's 


5TELLA  50LARI5.  Or  tracking  the  peri- 
patetic 5A0AFJORD  and  VI5TAFJORD, 
then  joining  them  when  they're  going 
your  way  from  Florida  to  Kenya  by  way 
of  Rio.  Or  you  could  captain  your  own 
luxury  yacht  chartered  from  TFIE 
MOORinG5  in  Tortola  and  sail  her 
down  the  Leewards  all  the  way  to  the 
Grenadines.  (If  you're  a  bit  rusty  with 
the  halyards,  spend  a  week  at  Tortola's 
OFF5FIORE  5AILIt1(j  5O100L  before 
heading  south  to  Paradise. 

In  the  meantime,  and  in  between 
times,  take  advantage  of  the  many 
opportunities  available  when  you  travel 
for  business -those  two-day  and 
three-day  breaks  that  can  add  up  to 


weeks  or  even  months  of  vacation 
time,  even  before  you  head  up  to  tit 
tucket  for  August.  ■■■ 


Penelope  Maylor  is  the  author  of  Th 
Woman's  Guide  to  Business  Trave 

Hearst,  1981),  and  an  associate  of 
Alden  Taylor  &  Associates. 

This  advertising  supplement  was  p 
pared  in  cooperation  with  Thomas 
Cook  Travel,  whose  long-standing 
expertise  in  the  travel  field  has 
been  of  great  assistance  in  the  de' 
opment  of  this  project. 


Writer's  Manor  Hotel 

325  luxurious  rooms  featuring  barettes  and 
balconies.  2  heated  swimming  pools,  tennis 
court,  complete  Athletic  and  Racquetball  Club. 
Churchill's  Restaurant.  The  Manor  Coffee 
House,  Churchill's  Tavern  featuring  live  enter- 
tainment. Grand  Ballroom  banquet  facility  for 
groups  up  to  400,  new  Conference  Meeting 
Pavilion  accommodating  meeting  groups  to  400 
persons. 
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Meridien  Hotels,  Inc. 


Come  live  more  of  the  good  life  at  Me| 
Hotels.    In   New   York.    Boston.  Hoiji 
Montreal  or  soon-to-open  San  Francisco, ; 
enjoy  luxury  accommodations,  persona 
service,  and  superb  cuisine,  designed 
touch  of  the  French  1'art  de  vivre.  All  Me 
hotels  are  excellently  located  for  busines; 
and  weekend  celebrations — or  a  combii 
of  both.  To  reserve  see  your  travel  agent  ( 
800-223-9918    (USA);  800-442-5917 
State)  or  212-265-4494.  For  more  information  on  Meridien  Hotels  in 
America  and  around  the  world,  write  MHI;  1350  Avenue  of  the  Americasi 
York.  NY  10019  Tel:  (212)  956-4390. 


Lombard  Hotel 


Elegant  first  class  accommodations.  All  100 
rooms  have  been  completely  renovated  and  will 
please  even  the  most  discriminating  traveler. 
All  rooms  have  private  bath  and  king,  queen  or 
twin  beds.  There  are  shutters  on  the  windows, 
plush  quilts  on  the  beds  and  canopies.  We  offer 
all  the  amenities  of  the  larger  more  expensive 
hotels,  room  service,  evening  turn-down  ser- 
vice, parking  and  same  day  valet  service.  We 
pride  ourselves  on  the  number  of  repeat  guests 
because  of  the  personal  attention  to  each  guest. 
The  elegant  Gray  Derby  restaurant  offers  breakfast,  lunch  and  dinner.  Meet- 
ing space  for  20  to  70  persons  is  available. 


Hotel  Lanka  Oberoi 


Visiting  Sri  Lanka?  Stay  at  Hotel  Lanka  C 
the  island's  first  five  star  hotel  with  60 
rooms.  The  first  choice  of  statesmen,  bu; 
men  and  tourists.  A  mile  away  from  Coir 
commercial  heartland.  Comprehensive 
nessmen's  bureau  with  international 
dialling.  Ideal  for  conventions.  Seven  i 
rants,  shopping  arcade,  swimming  pool, 
and  air  conditioned  squash  courts,  health 
HOTEL  LANKA  OBEROI.  77-83  S 
Place.  Colombo  3,  Sri  Lanka.  Reserv 
Mr.  Mahes  de  Silva.  Director.  Sales.  Telephone  20001,  21171.  Tele> 
or  21369  OBHOTEL  CE.  USA  reservations:  New  York  (800)  661-( 
Telex  225069.  Rates.  Singles:  US  Dollars  75:  Dbl:  US  Dollars  85. 
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How  to  make 
easier  connections 

in  Europe* 


In  an  ideal  world  you  would  fly  nonstop 
from  your  hometown  to  your  European 
destination.  But  in  the  real  world  of 
today's  international  business  traveler, 
connecting  flights  are  a  fact  of  life. 

Start  at  the  center  of  Europe. 

Amsterdam  is  the  center  of 
European  air  travel.  From  here 
you'll  find  an  extraordinary 
choice  of  1,090  weekly  connections 
to  75  European  cities. 

And,  of  course,  Belgium,  Luxembourg 
and  the  Ruhr  Valley  are  just  a  short  drive 
from  Amsterdam  by  rent-a-car. 

Simply  the  best  airport  in  Europe. 

Amsterdam's  Schiphol  Airport  offers 
remarkably  fast  connections.  Flights 
through  London  or  Paris,  for  example, 
often  require  changing  airports  or  terminals. 

Amsterdam,  however,  has  only  one  airport, 
Schiphol.  And  Schiphol  has  only  one  terminal 
This  means  you  don't  have  to  dash 
from  airport  to  airport  or 
terminal  to  terminal.  Your 
baggage  is  transferred 
automatically  and  you 
clear  customs  only  at  your 
final  destination. 

Business  Class  in 
Europe,  too. 

KLM  flies  nonstop  747's 
to  Amsterdam  from 
New  York,  Chicago, 
Los  Angeles,  Houston, 
Atlanta  and  Anchorage, 
with  Royal  Class  and 
Business  Class  on  every 
flight.  Business  Class  is  also 
available  on  most  KLM 
European  flights. 

For  reservations,  call  KLM, 
your  corporate  travel  department 
or  your  Travel  Agent. 


KLM 

Royal  Dutch  Airlines 

The  airline  of  the  international  business  traveler 


Taxing  Matters 


Between  cutbacks  from  Washington,  D.C. 
and  consumer  tax  revolts,  state  taxmen 
are  growing  desperate  for  new  ideas. 


Hit  lists 
and  hired  guns 


By  Laura  Saunders 
and  Robert  Teitelman 


California 

If  you  think  that  Propo- 
sition 13  made  the 
Golden  State's  taxmen 
timid,  guess  again.  In 
California,  if  it  moves,  they'll  tax  it. 

In  fact,  even  Proposition  13,  that 
monument  to  fiscal  conservatism, 
isn't  safe.  The  1978  referendum  origi- 
nally limited  property-tax  increases 
and  tried  to  stem  the  tide  of  new  lev- 
ies by  requiring  a  two-thirds  vote  of 
the  local  electorate  for  any  so-called 
special  taxes.  To  skirt  that  the  liberal 
California  Supreme  Court  redefined 
"special  taxes"  to  exclude  many  of 
the  unpopular  taxes  local  govern- 
ments want.  New  local  payroll,  busi- 
ness and  in  some  cases  even  property 
taxes  are  popping  up  left  and  right. 
"They're  chipping  away  at  13,"  says 
Kenneth  Ehrman,  a  California  lawyer 
and  property-tax  expert.  "It  seems 
like  every  time  the  court  finds  a  rea- 
son to  raise  a  levy,  it  will." 

In  fact,  one  state  tax  expert  claims 
the  Board  of  Equalization,  which  ad- 
ministers the  sales  tax,  actually  has  a 
"hit  list"  of  industries.  The  most 
recent  target:  R&D  and  computer  pro- 
gramming outfits — one  of  the  few 
bright  spots  in  the  U.S.  economy. 
Usually  a  sales  tax  is  levied  just  on 
tangible  products  like  computer 
tapes.  But  here,  the  board  decided  to 
tax  the  total  amount  of  the  transac- 
tion, including  intangibles  like  pro- 
gramming. Silicon  Valley  fought 
back,  pushing  through  legislation 
exempting  the  industry,  for  the  mo- 
ment at  least,  from  the  tax.  But  R&D 


firms  still  have  it  hanging  over  them. 

Of  course,  the  safest  kind  of  tax  to 
impose  is  one  that  affects  only  those 
poor  souls  who  can't  vote  you  out  of 
office — like  out-of-state  business- 
men. Here,  the  Franchise  Tax  Board, 
which  oversees  the  income  tax, 
showed  its  guile  as  well  as  its  gall. 
Very  quietly  it  slipped  an  amendment 
into  the  1982  budget  bill  in  June, 
which  would  tax  out-of-staters  as  if 
they  were  California  residents.  That 
can  be  very  painful.  Say  you  are  a 
partner  in  a  Texas  law  firm  with  of- 
fices in  Los  Angeles.  Your  total  in- 
come is  $200,000— of  which  $10,000 
is  earned  in  California.  Under  the  old 
rules,  California  would  tax  the 
$10,000  at  less  than  2%  and  take 
$130.  Under  the  new  regs,  the  state 
will  still  tax  the  $10,000,  but  at  the 
rate  you  would  pay  if  your  total  in- 
come were  from  California,  in  this 
case,  11%.  Your  tax:  around  $1,000. 
Sure,  you  can  usually  credit  Califor- 
nia taxes  against  your  home  state's 
levy,  but  few  states  have  income  taxes 
as  high  as  the  Golden  State's — cer- 
tainly not  Texas,  which  has  no  per- 
sonal income  tax  at  all. 


Massachusetts 

As  surely  as  Proposition 
2V2  in  Massachusetts 
followed  Proposition 
13,  the  Bay  State  has  fol- 
lowed California's  aggressive  grab  for 
revenues  from  out-of-state  compa- 
nies. The  taxmen  in  Boston  have  even 
set  up  two  California  audit  offices, 
staffed  with — you  guessed  it — audi- 
tors hired  straight  from  the  California 
tax  boards. 


major  drive  to  get  revenues  from  out- 
side Massachusetts  borders.  Massa- 
chusetts now  has  audit  offices  in  New 
York,  Atlanta,  Los  Angeles,  Houston 
and  Chicago,  and  it's  planning  satel- 
lites in  Philadelphia,  Pittsburgh, 
Cleveland,  St.  Louis,  New  Orleans 
and  San  Francisco.  The  move  was 
mandated  by  the  state  legislature, 
which  needed  the  money.  "We  went 
from  $22  million  to  $30  million  from 
1980  to  1981  alone  in  out-of-state  rev- 
enues," says  Owen  Clarke,  deputy 
commissioner  for  multistate  taxes. 

So  enthusiastic  is  the  state  about 
the  program  that  it  has  exempted  the 
out-of-state  auditors  from  normal  civ- 
il service  rules,  paid  them  premium 
salaries,  and  even  sent  Governor  Ed- 
ward King  to  open  field  offices.  Why 
hire  strictly  local  talent?  Says  Clarke, 
"We  look  for  wise  bees,  the  ones  who 
know  the  right  flowers  to  fly  around." 

Partners  at  Big  Eight  firms  in  affect- 
ed cities  tend  to  view  the  Massachu- 
setts auditors  as  roving  marauders. 
Says  one,  "One  of  my  clients  let  the 
auditors  see  their  California  tax  re- 
turn, and  in  less  than  an  hour  they 
had  a  Massachusetts  assessment  of 
$350,000.  In  another  case,  the  audi- 
tors asked  for  the  check  while  they 
were  still  there — told  them  they 
could  avoid  any  interest  at  18%,  that 
sort  of  thing." 

Massachusetts  taxmen  are,  as  Dep- 
uty Commissioner  Clarke  says,  "very 
entrepreneurial." 

Michigan 

What  do  you  do  if  times 
are  tough  in  your  busi- 
ness community  and 
revenues  are  down?  Try 
Michigan's  single  business  tax.  The 
tax  is  based  on  an  array  of  items,  in- 
cluding a  company's  capital  acquisi- 
tions, compensation,  dividends  and 
interest  and,  along  the  way,  profit  or 
loss.  It  keeps  money  rolling  in  even  in 
hard  times.  "Some  people  hate  it  with 
a  passion,"  says  Larry  Roslund  of 
Seidman  &  Seidman,  the  Michigan- 
based  accounting  firm.  "They  think 
it's  unfair  because  they  have  to  pay 
even  when  times  are  tough."  True,  it 
allows  a  firm  to  depreciate  a  piece  of 
equipment  in  just  one  year,  so  it  tends 
to  favor  growing  companies  with  high 
capital  costs.  But  not  many  firms  in 
recession-wracked  Michigan  qualify 
for  that  benefit. 

While  there's  no  move  afoot  to  kill 
the  tax,  the  legislature  is  expected  to 


The  California  offices  are  part  of  a    soften  it  for  some  hard-pressed  tax- 
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payers.  For  example,  Michigan  is  cur- 
rently considering  a  whole  raft  of 
credits  and  exemptions  to  help  keep 
small  businesses  afloat.  For  the 
smokestack  industries,  there  will  be 
some  R&D  credits  and  export-incen- 
tive deductions.  But  the  state  can  take 
away  as  well.  Insurance,  transporta- 
tion and  finance  companies  may  lose 
many  of  their  SBT  exemptions. 


Louisiana 

It's  old  hat  for  states  to 
give  tax  exemptions  to 
attract  new  companies 
from  outside  its  borders. 


But  in  Louisiana  charity  will  now  be- 
gin at  home.  The  state  has  just  passed 
the  nation's  first  program  granting  tax 
relief  to  businesses  for  no  reason  other 
than  that  they  have  been  hard  hit  by 
the  recession. 

No,  there  won't  be  a  separate  line  at 
the  welfare  office  for  company  presi- 
dents. The  program  will  grant  up  to  a 
total  of  $52  million  in  tax  exemptions 
over  five  years  to  manufacturing  com- 
panies currently  in  trouble  but  which 
have  good  prospects  for  long-term  sur- 
vival. The  exemptions  are  renewable 
from  year  to  year,  and  they  cannot 
total  more  than  4%  of  a  company's 
corporate  taxes  paid  in  the  previous 
year.  Those  getting  the  relief  have  to 
run  a  complicated  series  of  hurdles 
designed  to  ensure  that  the  money  is 
not  being  spent  merely  to  postpone  an 
inevitable  bankruptcy. 

Two  companies  so  far  have  been 
approved  for  the  program,  which 
started  three  weeks  ago.  Dixie  Brew- 
ing Co.,  Louisiana's  only  brewery, 
will  receive  a  $750,000  exemption 
this  year.  Kast  Metals  Corp.,  one  of 
Caterpillar  Tractor's  chief  suppliers, 
is  getting  $1.5  million.  Said  one  state 
official,  "The  program  makes  sense. 
We  figured  out  that  if  Dixie  went  out 
of  business,  we'd  lose  nearly  $2  mil- 
lion in  the  first  year  alone  on  unem- 
ployment payments,  lost  taxes  and 
revenues  from  the  business  they  do 
locally." 


New  York 

Some  may  call  it  sour 
grapes,  but  Westing- 
house  is  battling  New 
York  State  in  court  be- 


cause of  tax  breaks  granted  to  in-state 
companies  which  Westinghouse  felt 
it,  too,  deserved. 

It  all  started  in  1972,  when  compa- 
nies were  allowed  to  set  up  DISCs,  or 


Domestic  International  Sales  Corpo- 
rations, to  encourage  exports.  As 
American-produced  goods  marketed 
abroad  flowed  through  these  DISCs, 
the  income  received  very  generous 
tax  deferrals  from  the  IRS.  But  New 
York  was  in  the  middle  of  its  own 
financial  crisis  at  the  time.  Not  sur- 
prisingly, the  Empire  State  wasn't  dis- 
posed to  emulate  Uncle  Sam's  gener- 
osity at  the  state  level,  handing  out 
tax  deferrals  left  and  right.  The  state 
was,  however,  willing  to  grant  defer- 
rals to  those  companies  that  had  lo- 
cated their  DISCs  within  the  borders 
of  New  York  State. 

Westinghouse,  which  has  its  DISC 
situated  in  Pennsylvania,  refused  to 
pay  the  unitary  taxes  New  York 
claimed  were  due  it  on  the  DISC.  It 
argued  that  New  York,  by  giving  spe- 
cial treatment  to  its  own  companies, 
was  discriminating  unfairly  against 
companies  in  other  states.  In  state 
court,  Westinghouse  won  the  first 
round  and  lost  the  second.  The  case  is 
now  on  appeal  before  the  U.S.  Su- 
preme Court. 

Observers  believe  the  Court  is  hold- 
ing the  Westinghouse  case  for  review 
until  it  decides  related  cases,  but 
many  are  skeptical  of  Westinghouse's 
chances  of  ultimate  victory. 


|  Montana 

H Officials  in  Montana — 
and  other  energy  pro- 
ducing states — breathed 
a  sigh  of  relief  when  the 
Supreme  Court  upheld  Montana's 
30%  severance  tax  on  coal  earlier  this 
year.  After  all,  the  tax  brought  in  $70 
million  in  revenue  last  year  alone. 
The  tax  was  ruled  constitutional  be- 
cause it  applies  to  ail  coal  mined  in 
the  state — whether  or  not  it  is  shipped 
out  of  state.  By  contrast,  Louisiana's 
tax,  which  was  levied  just  on  oil  and 
gas  shipped  out  of  state,  was  ruled 
unconstitutional  by  the  High  Court. 

Now  the  battleground  is  shifting  to 
Congress.  Northeastern  and  midwest- 
em  industrial  states  are  pushing  for  a 
nationwide  severance  tax  to  spread 
the  wealth,  and  they  would  like  to 
limit  rates  to  1978  levels.  "Just  be- 
cause we  are  being  gouged  by  OPEC  is 
no  reason  why  the  states  should  take 
advantage  of  that,"  says  Larry  Zabar, 
of  the  Northeast-Midwest  Congres- 
sional Coalition.  The  energy-produc- 
ing states,  which  stand  to  lose  billions 
if  such  a  law  is  passed,  see  it  different- 
ly: "We  don't  have  much  commerce," 
says  Rich  Bechtel,  legislative  coordin- 
ator for  Montana.  "We  rely  on  our 
natural  resources,  and  it's  a  one-time 
harvest." 


Oregon 

The  unitary  method  is 
used  by  states  to  tax 
businesses  on  the  basis 
of  their  total  profits,  not 


just  their  profits  inside  a  state.  The 
concept  is  spreading  nationwide,  gen- 
erating controversy  everywhere  it 
goes.  In  one  of  the  more  curious 
recent  battles,  Dow  Chemical  is  fight- 
ing in  an  Oregon  tax  court  to  avoid 
disclosing  the  minutes  of  its  board 
meetings. 

It's  a  crucial  question.  According  to 
recent  U.S.  Supreme  Court  decisions 
involving  Asarco  and  Woolworth,  a 
state  may  be  able  to  tax  a  corpora- 
tion's income  outside  its  borders,  if 
that  income  comes  from  a  business 
similar  to  that  the  corporation  con- 
ducts in  the  state.  But  according  to 
the  Multistate  Tax  Commission,  an 
organization  of  state  tax  administra- 
tors, you  can't  tell  what  is  and  what 
isn't  a  "similar"  business  without  a 
company's  board  minutes. 

So  everyone  went  off  to  Oregon  tax 
court.  Why  did  the  MTC  pick  Oregon 
as  the  test  case?  For  one  thing,  MTC's 
lawyer  lives  just  next  door  in  Wash- 
ington. Also,  the  MTC  won  a  similar 
case  there  against  Merck  &.  Co.  just 
two  years  ago. 


Wisconsin 

r  What's  to  stop  a  com- 

V       T  (    panv  that  does  just  a  lit- 

 I  j    tie  business  in  a  state 

5  Vl  from  simply  ignoring 
state  tax  laws?  In  Wisconsin,  the  an- 
swer is  the  "Nexus  Squad." 

The  word  "nexus"  refers  to  a  state's 
ability  to  tax  an  enterprise  operating 
inside  its  borders.  Since  1975  the  Nex- 
us Squad  has  tried  to  track  down  com- 
panies that  qualify  for  taxes  under 
those  laws — but  aren't  paying.  A 
three-man  team  of  auditors  routinely 
thumbs  through  the  Yellow  Pages, 
watches  billboards,  reads  newspaper 
ads  and  checks  weigh  stations  along 
highways  in  search  of  offenders.  One 
company  was  spotted  when  an  audi- 
tor saw  its  ad  on  late-night  TV,  and 
another  when  a  squad  member 
checked  out  the  sponsors  of  a  personal 
finance  seminar  he  was  enrolled  in. 

The  result?  Twenty  million  dollars 
in  additional  taxes  since  1975,  and 
that's  not  counting  the  current  and 
future  taxes  these  former  offenders 
will  have  to  pay.  The  culprits,  accord- 
ing to  state  auditor  Jack  DeYoung, 
"have  ranged  all  the  way  from  Forbes 
500  companies  on  down." 
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IT  JUST  KEEPS  GETTING  BETTER  AND  BETTER: 

INTRODUCING  THE  MAGNIFICENT 

JAGUAR  FOR  83 


car's  beauty  is  self-evident.  In  a  survey 
tar  and  Driver  magazine,  a  consensus 
otor  critics,  designers  and  enthusiasts 
ied  the  XJ6  the  most  beautiful  four  door 
an  of  all  time.  But  the  people  who  build 
e  living  classics  are  never  content  with 
state  of  the  art.  Restless  and  uncom- 
nising,  the  designers,  engineers  and 
ity  inspectors  of  Jaguar  strive  to  make 
uncommon  machine  better  and  better. 
1983  XJ6  is  the  finest  example  to  date 
is  philosophy  in  action, 
le  car  incorporates  many  new  refine- 
ts  in  the  way  it  is  built,  tested  and 
pped.  The  silence  of  a  Jaguar  in  mo- 
is  famous.  To  help  ensure  this  quiet  we 
loy  a  sophisticated  ultrasonic  testing 
edure  to  check  the  sealing  of  all  doors 
windows.  After  innumerable  on-line  in- 
;tions,  each  Jaguar  is  individually  road 
;d  on  winding  Coventry  roads.  Only 
this  final  test  of  the  car's  performance 


in  action  is  it  certified  for  shipment. 

Jaguar  response  and  handling  are  leg- 
endary and  the  1983  model  carries  on  this 
tradition.  The  engine  is  electronically  fuel 
injected,  quick,  smooth  and  very  strong. 
Power  rack  and  pinion  steering  assures  di- 
rectional precision  Balance,  stability  and 
an  exceptionally  smooth  ride  are  the  prod- 
ucts of  Jaguar's  four  wheel  independent 
suspension  system.  "Anti-dive"  suspen- 
sion geometry  and  four  wheel  power  disc 
brakes  stop  the  car  with  unruffled 
assurance. 

The  interior  of  the  1983  Jaguar  is  a  realm 
of  understated  luxury.  Newly  designed 
seats  are  faced  in  the  finest  leather.  There  is 
a  new  driver's  console  veneered  in  rare  wal- 
nut to  match  the  dashboard.  Electronic 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


conveniences  surround  you:  a  new  trip 
computer  tells  you  elapsed  time  and  miles, 
average  speed  and  average  fuel  consump- 
tion There  is  a  power  sunroof;  cruise  con- 
trol; power  mirrors,  windows,  doorlocks, 
and  a  heating  and  air  conditioning  system 
that  regulates  itself.  And  it  is  all  standard 
equipment  on  the  best  Jaguar  ever  built. 

Also  standard  is  the  best  warranty  Jaguar 
has  ever  offered.  For  two  years  or  36,000 
miles,  whichever  comes  first,  Jaguar  will 
repair  or  replace  any  part  which  proves 
defective.  The  Pirelli  tires  are  covered  by 
the  manufacturer's  warranty.  Ask  your 
dealer  for  details  on  this  limited  warranty. 

We  urge  you  to  drive  this  magnificent  new 
Jaguar  It  is  an  experience  that  gets  better 
and  better  each  year.  For  the  name  of  the 
dealer  nearest  you,  call  these  numbers  toll- 
free:  (800)  447-4700,  or,  in  Illinois,  (800) 
322-4400. 

JAGUAR,  Leonia,  N.J.  07605 


Technology 


Want  to  check  your  stock  portfolio?  Get  a 
list  of  stories  on  mergers  from  Forbes?  And 
do  both  from  a  phone  booth  at  O'Hare? 
Bob  and  Holly  Doyle  say  they  have  a  gad- 
get that  will  soon  do  the  trick. 

You  can  take 
it  with  you 


By  Stanley  W.  Angrist 


Bob  and  Holly  Doyle  aren't 
just  a  typical  academic  couple. 
They  met  and  married  while 
doing  graduate  work  in  astrophysics 
at  Harvard  in  the  early  Sixties.  At  last 
count  their  rambling,  old,  three-story 
house  about  a  half  mile  from  the  Har- 
vard campus  had  11  computers.  But 
Bob  and  Holly  don't  spend  their  days 
puzzling  out  the  problems  of  cosmol- 
ogy. They  don't  wonder  much  about 
the  nature  of  the  universe,  because 
there  are  all  sorts  of  more  interesting 
problems  at  hand.  Not  the  least  of 
them  is  the  Telecomputer,  a  pocket 
computer  terminal  the  couple  invent- 
ed to  facilitate  on-the-spot  communi- 
cations between  people  and  large 
computer  databases. 

"Look,"  says  Bob,  as  he  wanders 
from  one  room  to  another,  "in  the 
19th  century,  in  order  to  send  a  tele- 
gram you  had  to  give  your  message  to 
a  telegrapher.  Right  now  we  use  a 
similar  person  to  access  large-scale 
computer  databases.  We  believe  this 
is  going  to  change  rapidly  as  comput- 
ers learn  to  understand  English."  He 
warms  to  his  subject.  "Then  we  will 
no  longer  need  computer  operators." 

Thousands  of  unemployed  comput- 
er jockeys?  The  Doyles  feel  that  the 
technology  is  available  to  eliminate 
the  hordes  of  computer  middlemen. 
Apparently  enough  other  people 
agree,  because  the  Doyles'  company, 
IXO  Inc.,  is  selling  its  $300  Telecom- 
puters  in  quantity  and  threatens  to 
turn  computer  terminals  into  a  com- 
modity business  similar  to  electronic 
calculators. 

When  Doyle  talks  about  middle- 
men, he  doesn't  only  mean  people.  He 
means  minicomputers,  bank  teller 
terminals,  information  utilities.  Far 
fewer  of  these  gadgets  would  be  need- 


ed. Your  little  Telecomputer  would 
simply  bypass  them  and  take  its  busi- 
ness directly  to  the  big  computer.  You 
might  even  be  able  to  walk  to  a  pay 
phone  booth  and  find  a  jack  to  plug 
your  Telecomputer  into. 

The  Telecomputer  is  not  a  comput- 
er itself,  but  a  paperback-book-size 
terminal  that  can  connect  to  a  com- 
puter through  any  telephone  with  a 
modular  jack.  You  don't  even  really 
need  the  jack,  because  the  Telecom- 
puter can  be  purchased  with  an  acous- 
tic coupler  that  allows  it  to  be  used 
from  a  phone  booth.  Portable  comput- 
er terminals  have  been  around  for 
more  than  a  decade,  but  none  has 
been  as  portable  or  as  cheap.  And  that, 
the  Doyles  believe,  is  the  key  to 
changing  portable  terminals  from  a 
specialty  product  into  a  commodity 
product.  That's  still  some  time  away, 
awaiting  development  of  memory 
chips  with  a  larger  capacity  that  will 
be  able  to  receive  more  information 
without  compromising  the  portabil- 
ity of  the  machine.  For  the  present, 
the  Telecomputer  is  useful  chiefly  for 
sending  information  to  a  computer; 
for  a  salesman,  for  example,  to  com- 
municate his  day's  orders  directly  to 
his  company's  computer. 

Bob  and  Holly  Doyle  learned  to  val- 
ue the  commodity  electronics  busi- 
ness almost  a  decade  ago,  when  the 
couple  first  became  interested  in  the 
possibility  of  designing  electronic 
games.  Bob  understood  that  the 
games'  success  really  depended  on  the 
fact  that  the  price  of  computer  chips 
would  fall  dramatically  with  volume 
production.  As  that  actually  hap- 
pened, Bob  and  Holly  switched  more 
of  their  efforts  into  inventing  games 
that  would  suitably  employ  micro- 
processor logic.  From  1974  to  1976 
they  designed  a  portfolio  of  15  elec- 
tronic games,  and  in  1977  they  finally 


Edited  by  Stephen  Kindel 

convinced  Parker  Brothers  to  manu- 
facture and  market  one  of  them,  a 
game  called  Code  Name:  Sector.  The 
following  year  they  came  up  with 
Merlin,  an  electronic  game  that  looks 
like  a  modernistic  telephone.  To  date, 
Merlin  has  sold  more  than  5  million 
units  in  13  countries. 

But  by  1981,  the  electronic-game 
market  was  becoming  glutted  with 
cheap,  Far  East  knockoffs.  The  Doyles 
had  foreseen  this  prospect  two  years 
earlier  and  decided  to  switch  from 
designing  games  to  configuring  a  por- 
table terminal  that  could  talk  with  big 
computers  yet  required  almost  no  ef- 
fort on  the  part  of  the  user.  As  Holly 
puts  it,  "One  of  our  original  goals  was 
that  our  device  should  perform  like  a 
good  secretary.  One  doesn't  have  to 
tell  a  good  secretary  very  much  to  get 
him  or  her  to  do  what  one  wants 
done."  The  Doyles  believed  that  com- 
puters should  be  as  easy  to  deal  with 
as  a  person.  But  all  the  computers 
they  had  ever  used  required  that  you 
communicate  with  them  in  the  com- 
puter's language.  That,  they  felt,  was 
all  wrong.  In  designing  the  Telecom- 
puter, the  Doyles  called  on  their 
game-designing  experience  to  get  a 
machine  that  was  strong  on  basics. 
This  led  them  to  place  keys  on  their 
terminal  labeled  yes,  no,  help  and 
don't  know.  More  important,  the 
Telecomputer  was  designed  so  a  user 
need  not  look  at  an  instruction  book 
in  order  to  use  it. 

When  the  Doyles  completed  a  pro- 
totype, in  January  1980,  their  first 
thought  was  to  get  a  large  company  to 
manufacture  and  market  the  Tele- 
computer; they  would  receive  a  royal- 
ty based  on  sales.  This  was  an  arrange- 
ment similar  to  the  one  they  had 
made  with  Parker  Brothers.  Though 
more  than  50  large  companies  looked 
at  the  Telecomputer,  only  one  paid 
them  anything — for  a  four-month  op- 
tion that  the  company  ultimately  let 
expire.  A  typical  response  to  the 
Doyles'  device  came  from  a  major 
communications  company;  it  ex- 
plained that,  the  company  having 
been  in  the  telephone  business  for 
more  than  100  years,  no  device  exist- 
ed that  used  the  telephone  system 
that  it  had  not  already  thought  of. 

"Of  course,  the  Telecomputer  is  a 
device  looking  for  a  market  right  now. 
But  when  the  right  database  services 
are  made  available,  the  pocket  termi- 
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Young  man, 

your  cement  plant  is  ready. " 


Now  your  country  has 
what  it  needs  to  pursue  its 
ambitious  development  plans. 

The  cement  plant  expansion 
Morrison-Knudsen's  international 
subsidiary  (MKI)  recently  completed 
for  Indonesia's  PT.  Semen  Gresik/ 
Persero  (PTSG)  presented  a 
formidable  challenge. 

The  Indonesian  government, 
anxious  for  increased  cement 
:apacity  wanted  the  expansion 
yesterday'.' 

Working  on  the  shores  of  Java, 
nalf-a-world  away  from  equipment 
sources,  the  PTSG/MKI  team  had 
ess  than  three  years  to  engineer, 
Drocure,  install  and  start  up  the  million 
netric  ton  per  year  expansion  — 
without  interfering  with  the  existing 
500,000  mt/year  plant's  operations. 

And  they  did  it— under  budget - 
Jespite  stateside  blizzards,  a  long- 
foreman's  strike  and  extended 
legotiations  involving  two  govern- 
nents  and  a  dozen  private  banks. 

Their  secret?  Teamwork.  Each  of 
he  team  members  understood  the 
iemands  of  cement  plant  construc- 
ion,  the  complexities  of  large  interna- 


tional projects  and  the  discipline  of 
PTSG's  cooperative  methods. 

Nothing  illustrates  this  better  than 
the  estimated  and  actual  schedules. 
They  match  almost  perfectly. 

And  that's  no  mean  feat  when  you 
consider  that  the  project  consumed 
10,000  tons  of  structural  steel,  16 
miles  of  piping  and  1 75,000  cubic 
yards  of  concrete.  It  took  50  freighters 
to  deliver  the  85,000  tons  of  produc- 
tion equipment,  materials  and 
supplies. 

Each  team  member  also  under- 
stood that  every  cement  plant  is  a 
one-of-a-kind.  Engineering  and 


design  — done  by  two  other  Morrison- 
Knudsen  subsidiaries,  The  H.K. 
Ferguson  Company  and  International 
Engineering  Company-and  procure- 
ment procedures  all  reflected  this  fact. 

Performance  specs  were  drawn 
and  put  out  to  bid.  Responses  were 
presented  to  PTSG  management, 
with  recommendations.  Choices  were 
made,  based  on  cost  effectiveness 
and  technical  advantages.  Detailed 
specs  were  written,  and  the  equip- 
ment was  ordered  "a  la  carte'.' 

"Just  like  you'd  build  a  component 
stereo  system,'  says  Martin  Anderson, 
MKI  Project  Manager,  a  24-year 
veteran  who'd  worked  on  the  original 
PTSG  plant  back  in  1955.  For 
Martin,  going  back  to  Java  was  like 
"coming  home'.' 

If  you're  planning  a  project  and 
you're  anxious  to  have  it  com-!* 
pleted  "yesterday,  ".call  M-K's 
CEO,  Bill  McMurren,  at  (208) 
386-6700,  and  he'll  get  the 
right  people  to  your  office  PDQ. 

They'll  tell  you  how  M-K 
can  shave  dollars  and  days  off 
your  project,  and  they'll  take 
no  more  than  one  half  hour. 


MORRISON-KNUDSEN  COMPANY,  INC. 

Boise,  Idaho  83729 


Engineers.  Builders.  Developers,  Managers,  Equal  Opportunity  Employers. 


Telecotnputer  designers  Bob  caul  Holly  Doyle 

"We  like  to  think  of  ourselves  as  a  'time  machine'— not  as  good  as  H.G.  Wells',  but  still  pretty  creative.' 
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nal  will  become  as  common  as  the 
pocket  calculator,"  says  Bob  Doyle. 
Armed  with  that  conviction,  the 
Doylcs  came  to  the  conclusion  that 
they  would  have  to  produce  it  them- 
selves. In  their  capacity  as  game  de- 
signers they  always  attended  the  an- 
nual toy  fairs  and  consumer  electron- 
ic shows,  where  manufacturers  unveil 
their  new  products.  At  one  such  gath- 
ering, they  became  friends  with  one  of 
their  competitors,  Jeff  Rochlis,  who 
was  then  president  of  Mattel  Elec- 
tronics. Rochlis  thought  the  Tele- 
computer  could  easily  be  big  if  it  had 
its  own  company  to  produce  it  and  a 
marketing  genius  to  sell  it.  As  he 
modestly  explained  to  the  Doyles,  "I 
am  a  marketing  genius." 

But  Bob  and  Holly  Doyle  were  not 
eager  to  get  into  business  because 
they  remembered  their  experience 
from  the  early  Seventies,  when  they 
went  into  business  to  manufacture 
and  market  Bob's  first  commercial  in- 
vention— a  flexible  technique  for  put- 
ting sound  on  Super  8  movie  film. 


(The  product  is  fast  becoming  obso- 
lete because  of  videotape,  but  it  was  a 
good  idea  that  sold  relatively  well.) 
The  Doyles  still  remember  the  hassle 
of  keeping  the  books,  making  market- 
ing decisions  and  producing  the  prod- 
uct. They  like  to  invent  or,  as  they  put 
it,  "We  like  to  think  of  ourselves  as  a 
'time  machine' — not  as  good  as  the 
one  H.G.  Wells  thought  up,  but  pretty 
creative.  We  really  enjoy  sitting 
around  trying  to  think  what  small 
part  of  the  future  we  can  bring  about." 

Rochlis  told  them  not  to  worry.  He 
would  establish  a  company  on  the 
West  Coast  and  head  it  up,  while  the 
Doyles  stayed  in  Cambridge  invent- 
ing without  interruption.  That  done, 
in  March  1981,  IXO  Inc.  was  born. 
Both  sides  agree  that  keeping  3,000 
miles  between  them  is  a  great  idea. 
With  the  help  of  Ben  Rosen,  an  inde- 
pendent analyst  of  electronic  compa- 
nies, the  Doyles  received  a  favorable 
response  from  a  number  of  venture 
capital  companies,  including,  among 
others,  the  Palmer  Organization,  Am- 
persand and  the  Rothschild  venture 
capital  firm.  They  initially  raised 
$3.25  million,  with  the  Doyles  them- 
selves kicking  in  $400,000  of  Merlin 
money.  Early  this  year  they  raised  an- 
other $6.5  million. 


The  company  has  been  producing 
the  Telecomputer  in  quantity  since 
April,  but  Rochlis  won't  say  what  that 
quantity  is.  Since  he  is  looking  to  sell 
the  units  to  computer-service  bu- 
reaus, such  as  Automatic  Data  Pro- 
cessing, General  Electric  Information 
Services  Co.  and  Electronic  Data  Sys- 
tems, production  could  be  in  the 
thousands  per  month.  At  present  Jeff 
Rochlis  has  no  interest  in  selling 
Telecomputers  to  individuals  because 
he  says  they  would  be  disappointed 
with  what  they  could  do  with  them. 

The  Doyles  believe  that  the  Tele- 
computer  is  as  state-of-the-art  as  any 
device  now  in  mass  production  can 
be.  Bob  points  out,  "We  have  both  an 
NEC  and  Motorola  chip  in  the  unit 
and  what  is  unique  is  the  way  they 
have  been  combined."  Though  they 
believe  their  device  is  on  the  cutting 
edge -of  what  is  achievable  today,  they 
are  already  thinking  about  the  next 
generation.  Holly  says,  "Our  next  de- 
sign should  incorporate  a  bigger  dis- 
play, some  off-line  memory  and,  per- 
haps one  generation  later,  voice  capa- 
bility." The  Doyles  believe  that  all 
this  is  within  their  reach,  even  the 
voice  addition,  because  the  Telecom- 
puter has  borrowed  some  audio  tech- 
nology from  their  Merlin  design.  You 
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Want  to  see  a  plastic  that  can  help 
save  more  than  money? 


Borg-Warner's  CycolacK  ABS  plastic  is  economical,  tough,  and  resistant  to  stains  and 
chemicals — making  it  perfect  for  a  wide  variety  of  medical  uses,  from  portable  paramedic  kits  to 
operating  room  equipment.  That's  Borg-Warner  today.  And  there's  more  to  come.  In  eight  major 
markets,  Borg-Warner  is  a  company  to  watch. 

Watch 
Bora-Warner 


BORGjf WARNER 


For  an  annual  report  write:  Borg-Warner,  Dept.  50, 200  South  Michigan  Avenue,  Chicago,  Illinois  60604 
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A  ferret  for  moles 


 L 

Shock  wave  front 

The  Corrtex  device  measures  the  yield  of  underground  nuclear  explo- 
sions. Placed  near  a  nuclear  test  site  it  transmits  an  electrical  impulse 
down  a  length  of  cable  that  is  buried  underground,  which  travels  toward 
the  shock  waves  created  by  the  detonation.  The  shock  waves  shorten  the 
cable  and  the  Corrtex  measures  how  long  the  signal  takes  to  return. 


can  hear  the  digits  being  dialed  when 
a  call  is  placed,  the  line  being  an- 
swered and  the  musical  tone  of  the 
computer  handshake. 

Bob  Doyle  fully  expects  remote 
pocket  terminals  to  become  a  com- 
modity business  very  soon,  and,  in 
fact,  he  says  he  welcomes  the  compe- 
tition. But  so  far  nobody  has  come  up 
with  a  device  that  is  as  friendly  or 
versatile  as  the  Telecomputer  and 
that  sells  at  such  a  low  cost,  although 
Novation,  Lexicon  and  Axlon  have 
introduced  similar-size  machines. 
"The  more  terminals  that  get  into 
use,  the  more  services  will  be  offered 
to  owners.  Besides,  if  it  does  become  a 
commodity  business  we  will  go  into 
the  service  business  and  let  others 
produce  the  devices." 


Secrets  of  the  atom 

It's  a  subject  Robert  Ludlum  and 
John  Le  Carre  have  never  touched, 
but  nuclear  test  verification  has  all 
the  makings  of  a  high-tension  thriller. 
Since  the  nuclear  test  treaties  of  1974 
and  1976  were  signed,  limiting  under- 
ground nuclear  explosions  to  150 
kilotons — about  7lA  times  the  size  of 
the  blast  that  leveled  Hiroshima — 
there  have  been  repeated  reports  of 
Soviet  violations.  These  have  contrib- 
uted to  the  suspension  of  further  test- 
limitation  talks.  In  the  recent  climate 
of  suspicion,  it  would  be  highly  desir- 
able to  have  a  bit  of  Q  Section  tech- 
nology— a  briefcase-size  device  that 
would  provide  world  leaders  with  in1 
stant  readouts  on  illegal  nuclear  tests. 

While  no  such  briefcase  yet  exists, 
scientists  are  on  the  hunt.  The  closest 
they've  come  so  far  is  a  device  with 
the  cerebral  acronym  corrtex,  which 
stands  for  Continuous  Reflectometry 
for  Radius  versus  Time  Experiments. 
If  there  were  to  be  on-site  nuclear  test 
inspection,  corrtex  could  quickly 
and  accurately  determine  weapons 
yields. 

Corrtex  is  the  product  of  scientists 
at  the  Department  of  Energy's  Los 
Alamos  National  Laboratory  and 
EG&G,  Inc.,  a  $704  million  (1981  rev- 
enues) Wellesley,  Mass.  scientific  re- 
search company.  They  were  looking 
for  a  way  to  supplement  radiation 
chemistry  analysis,  the  current 
means  of  determining  underground 
nuclear  test  yields,  which  takes 
weeks  to  perform.  That's  too  long  if 
you  are  trying  to  analyze  a  nuclear 


device  for  its  yield  potential  as  a 
weapon.  Corrtex  uses  a  rapid  signal- 
ing technique  known  as  time  domain 
reflectometry,  which  has  been  used  to 
locate  outages  on  high-voltage  power 
lines,  in  order  to  provide  information 
about  the  size  of  a  nuclear  blast  with- 
in a  half  hour  of  detonation. 

Here's  how  it  works.  The 
corrtex  device,  placed  some  distance 
from  a  test  site,  sends  an  electrical 
signal  down  a  length  of  cable  that  is 
strung  from  the  briefcase  to  the  point 
of  the  explosion  and  measures  how 
long  the  signal  takes  to  return.  The 
speed  at  which  the  signal  moves  out- 
ward is  known,  and  since  the  cable  is 
shortened  as  the  shock  wave  of  the 
nuclear  blast  spreads  outward,  it  is 
possible  to  measure  the  size  of  a  nu- 
clear explosion.  The  larger  the  blast, 
the  faster  the  cable  will  be  crushed  by 
the  blast  and  that  fact  recorded. 

According  to  EG&.G,  the  simplicity 
of  this  operating  sequence  belies  the 


complexity  of  the  task  facing  the 
corrtex  briefcase — namely,  how  to 
send  and  receive  some  2,000  discrete 
time-interval  measurements  in  the 
fraction  of  a  second  after  a  bomb  ex- 
plodes. These  measurements  are  sepa- 
rated from  one  another  by  a  diminish- 
ing amount  of  time.  As  the  cable  is 
crushed,  the  return  signal  perforce 
comes  back  faster. 

Under  such  conditions,  the  oper- 
ation of  corrtex  is  truly  remarkable. 
Over  a  period  of  time  ranging  from  20 
to  180  milliseconds — the  few  thou- 
sandths of  a  second  it  takes  to  record  a 
nuclear  explosion — each  time-inter- 
val measurement  is  made  to  an  accu- 
racy of  125  trillion ths  of  a  second. 

Corrtex  has  already  attracted  the 
attention  of  the  French  atomic  en- 
ergy commission  and  nonnuclear 
testers,  who  have  found  the  device 
useful  in  measuring  other  kinds  of 
underground  explosions,  such  as 
those  generated  during  the  mining  of 
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oil  shale.  EG&G  is  currently  work- 
ing on  a  newer  corrtex  model, 
which  will  automatically  transmit 
its  information  onward  to  a  site  at 
some  distance  from  the  actual  brief- 
case. If  the  cable  can  also  be  replaced 
by  a  simpler  sensing  device,  then 
who  knows?  Espionage  agents  all 
over  the  world  may  start  burying 
briefcases  in  remote  locations,  and 
de  facto,  on-site  nuclear  test  verifica- 
tion may  begin. — Anne  Field 


Beating  breast  cancer — 
the  cap  test 

Fl  or  the  great  majority  of  American 
women,  breast  cancer  is  more  than 
a  dreaded  disease.  It  is  often  a  death 
sentence,  preceded  by  disfiguring — 
and  psychologically  devastating — sur- 
gery that  rarely  halts  progress  of  the 
disease.  By  the  time  the  average  wom- 
an realizes  she  has  a  lump  in  her 
breast,  usually  when  the  tumor 
reaches  a  size  of  3.5  centimeters  in 
diameter  (about  \lA  inches),  the 
course  of  her  cancer  has  already  ad- 
vanced to  a  lethal  state.  Even  a  1- 
centimeter  tumor,  usually  the  small- 
est a  doctor  can  identify  by  palpation, 
represents  eight  years  of  silent, 
inexorable  growth. 

By  that  time,  there  is  at  least  a  50% 
probability  that  metastasis,  the 
sloughing  off  of  tumorous  cells  and 
their  migration  through  the  lymphat- 
ic system,  where  they  establish  new 
colonies  in  other  parts  of  the  body, 
has  already  occurred.  It's  no  wonder, 
therefore,  that  by  the  time  most  wom- 
en go  to  see  their  doctors,  because 
they  have  discovered  a  lump  in  the 
breast,  their  chances  of  survival  are  a 
mere  38.4%. 

Those  odds  are  disturbingly  bad  and 
getting  worse.  Whereas  American 
women  had  1  chance  in  13  of  develop- 
ing breast  cancer  20  years  ago,  the 
odds  have  fallen  to  1  in  11  today. 
Altogether,  more  than  37,000  Ameri- 
can women  will  die  this  year  of  breast 
cancer,  and  the  number  could  well 
rise  in  the  coming  decade,  if  evidence 
firms  up  that  long-term  postpone- 
ment of  pregnancy,  a  factor  of  women 
moving  into  the  labor  force  in  mas- 
sive numbers,  puts  women  at  an  even 
higher  risk. 

While  there  is  no  cure  for  breast 
cancer,  scientists  and  physicians  alike 
agree  that  the  survival  rate  for  women 
would  improve  greatly  if  the  exis- 
tence of  a  tumor  could  be  identified 
much  earlier  in  the  course  of  its 
growth.  Mammography,  an  X-ray 
technique,  can  be  used  to  identify  the 
presence  of  breast  lumps  for  some 
women,  but  for  women  with  a  history 


of  breast  cancer  in  their  families,  X 
rays  provide  radiation  hazards  that  are 
best  avoided.  Thermography,  the  al- 
ternative to  mammography,  has  to 
date  been  more  of  an  art  than  a  sci- 
ence; even  though  scientists  have 
long  known  that  a  rapidly  growing 
tumor  produces  more  heat  energy 
than  normal  tissue,  the  interpretation 
of  the  photographic  image  given  off  by 
the  heat  of  a  breast  has  remained  a 
highly  subjective  practice.  For  that 
reason,  thermography  has  fallen  into 
relative  disuse  as  a  means  of  identify- 
ing breast  tumors. 

That,  thinks  Bruce  Lottman,  presi- 
dent of  Vectra  International  Corp.,  a 
small  Columbia,  Md.  research  firm,  is 
throwing  the  baby  out  with  the  bath- 
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One  of  the  reasons  breast  cancer  is 
so  lethal  is  that  it  can  remain 
undetected  for  so  long.  Ideally, 
the  best  discovery  point  is  Stage  0, 
where  the  survival  rate  is  97.1%. 
After  that,  a  tumor  doubles  in 
size  every  40  to  250  days.  By  the 
time  a  Stage  1  tumor  is  discov- 
ered, survival  drops  to  70.2%.  But 
most  tumors  are  discovered  by 
women  during  self-examination, 
at  Stage  2,  when  the  survival  rate 
drops  to  a  low  38.4%. 


water.  What  doctors  need,  says  Lott- 
man, is  a  quantifiable  means  of  inter- 
preting thermographic  data.  Pap  tests 
for  cervical  cancer  use  a  classification 
system  that  leaves  little  doubt  in  any 
physician's  mind  as  to  the  presence, 
and  the  progression,  of  the  disease. 
Since  thermography  provides  images 
of  varying  shades,  Lottman  reasoned 
that  if  those  shades  could  be  better 
differentiated  and  then  correlated  to  a 
body  of  information  about  breast  can- 
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cer,  he  would  have  a  safe,  reliable 
system  for  identifying  changes  in 
breast  tissue  anywhere  from  six 
months  to  five  years  before  mammo- 
graphy-detected  abnormalities. 

What  Lottman  and  Vectra  came  up 
with  is  taxonomically  similar  to  the 
Pap  test  and  rhymes  with  it  as  well. 
The  Cholesteric  Analysis  Profile,  or 
cap  test,  uses  liquid  crystals — similar 
to  the  chemicals  employed  in  elec- 
tronic watch  displays  but  in  a  more 
advanced  form — microencapsulated 
in  flat  plates  to  provide  accurate  anal- 
yses of  breast  temperatures.  Each  of 
the  six  thin  plates  that  make  up  the 
imaging  system  of  the  cap  device  is 
designed  to  change  color,  when  ex- 
posed to  the  heat  given  off  by  the 
breast.  The  plates  will  change  from 
neutral  to  various  colors,  depending 
on  heat  differences.  In  use,  a  plate  is 
mounted  in  a  frame  that  is  pressed  up 
against  the  breast  and  is  photographed 
by  a  camera  containing  a  high-speed 
Polaroid  film.  Says  Lottman:  "The 
plates  give  the  physician  the  opportu- 
nity to  measure  temperature  and  oth- 
er physiological  changes  in  a  very  spe- 
cific way,  and  it  includes  an  array  of 
colors  within  a  specific  range  that 
really  makes  the  analysis  less  subject 
to  interpretation." 

To  make  his  system  easier  to  use 
and  more  acceptable  to  physicians,  in 
1981  Lottman  set  up  a  laboratory  to 
receive  plate  photographs.  His  reason- 
ing was  simple:  A  doctor  is  more  like- 
ly to  use  a  test  with  a  central  standard 
reference  base  than  to  rely  on  his  own 
judgment.  Vectra  has  its  own  staff  of 
trained  technicians  who  see  thou- 
sands more  plates  in  a  year  than  the 
average  gynecologist  sees  in  a  life- 
time. Vectra  also  had  a  base  study 
done  by  Michel  Gautherie,  director  of 
research  at  the  French  National  Insti- 
tute of  Health  &  Medical  Research  in 
Strasbourg,  on  thermographic  analy- 
sis in  over  150,000  women.  It  is  from 
these  results  that  Vectra's  classifica- 
tion system  springs. 

While  the  Vectra  system  is  not  a 
clinical  diagnosis,  it  is  an  important 
indicator  that  will  allow  a  doctor  to 
monitor  his  patients  more  closely. 
Lottman  hopes  that  it  will  become  a 
standard  examination  to  identify 
women  at  risk:  "In  a  very  small  tu- 
mor, less  than  a  centimeter,  if  you  can 
find  it,  there  is  a  97. 1  %  survival  rate. 
That's  where  we  should  be." — S.K. 
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DBUIOUSiy  NEVER 
HAD  TO  BUY  FUEL 

FOR  A  FLEET 

OF  TRUCKS. 


As  great  as  our  freeways  are, 
y  trucker  can  tell  you  there's 
•thing  free  about  the  fuel  it 
Ices  to  use  them. 
Industry  figures  show  that 
lile  four  years  ago  fuel  costs 
counted  for  22%  of  a  heavy 
jcks  operating  costs,  today 
ey  account  for  27%.  And  if 
el  costs  continue  to  rise  in 
cordance  with  some  experts' 
ojections,  that  percentage  will 
:rease  to  35%  by  1985. 
Never  before  has  a  fuel- 
ticient  truck  been  so  vital  in  a 
lcking  operation. 
And,  at  GMC,  fuel-efficient 
lcks  are  our  stock  in  trade, 
e  do  everything  our  competi- 
rs  do  in  the  way  of  offering 
gine  and  driveline  components 
at  match  the  trucks  performance 
aracteristics  to  your  job  for 
pressive  fuel  economy.  But  then 
!  go  a  bit  further.  Quite  a  bit. 
For  example,  over  a  decade  ago, 
:  led  with  the  introduction  of  the 
rodynamically  designed  tilt-cab 
ictor— our  GMC  Astro.  And  we 
i  again  in  fuel-saving  advances  by 
veloping  the  GMC  Dragfoiler. 


Its  effectiveness  was  proved  con- 
vincingly in  a  series  of  SAE  Type  U 
tests  at  the  General  Motors  Desert 
Proving  Ground  in  Mesa,  Arizona. 
The  truck  tested  was  a  GMC  Astro 
equipped  with  popular  driveline 
components,  engine  and  tires  (Astro 
E-Z  Spec  V8598M).  It  hauled  a  van- 
type  trailer  with  a  GCW  of  70,000 
lbs.  It  was  tested  for  fuel  economy 
both  with  and  without  a  GMC 


Dragfoiler.  The  Astro  without 
the  Dragfoiler  logged  an  impres- 
sive 6.30  MPG.  But  with  the 
GMC  Dragfoiler  there  was  a 
dramatic  increase  in  economy 
with  an  MPG  of  6.93.  A  fuel 
economy  improvement  of  10%. 
Figuring  an  average  diesel  fuel 
cost  of  $1.30  a  gallon ,  that  amounts 
to  savings  of  $1950  over  100,000 
test  miles?  No  wonder  the  GMC 
Dragfoiler  was  patented  for  its 
aerodynamic  characteristics. 
Your  GMC  heavy-duty  truck 
dealer  will  be  happy  to  give  you 
a  folder  describing  the  test. 

In  times  like  these,  everyone 
wants  to  get  a  lot  of  work  out  of 
a  tankful  of  fuel.  Which  makes 
our  GMC  trucks  look  very  good 
indeed.  Look  them  over  at  your 
GMC  truck  dealer. 

*MPG  figures  based  on  SAE  Type  II  test  procedures. 
You  may  get  different  mileage  depending  on  road 
conditions,  truck  and  trailer  equipment,  personal  driving 
habits,  speed  and  distance. 


TRUCKS  ARE  WHAT  WFRE  All  ABOUT. 


Make  your  multinational  insurance  planning  worl 
from  Brazil  to  Bahrain  with  A&A's  local  expertise 


Every  multinational  corporation  has 
unique,  country-by-country  risk  manage- 
ment and  insurance  brokerage  needs. 
How  A&A  looks  at  overseas  manufacturing 
will  help  explain  how  we  will  look  at  your 
business.  In  this  case,  we  look  at  opera- 
tions through  the  eyes  of  an  indigenous 
client.  Probing  local  exposures  from  pro- 
duction line  to  bottom  line.  Determining 
appropnate  ways  to  protect  assets  and 
earnings.  Dealing  with  local  practice  and 
regulations  in  the  native  tongue. 

Only  by  working  from  a  client's  point 
of  view— both  corporately  and  overseas  — 
can  we  be  sure  a  company  gets  the  most 
comprehensive,  cost-efficient  programs 
possible. 

Global  planning, 
domestic  follow-through 

This  insider's  vantage  point  enables 
our  international  organization  to  provide 
clients  with  the  same  high  caliber  of  service 
anywhere  in  the  world.  Formulating  a  uni- 
form, centralized  program.  Then  utilizing 
the  expertise  of  our  in-place,  local  staffs  to 
carry  it  out  in  the  manner  most  advanta- 
geous m  each  particular  country. 

Each  industry  has  different  needs. 
For  insurance,  for  risk  management,  for 
human  resource  management,  for  financial 
services.  And  each  of  our  120  offices  here 
and  overseas  has  the  facilities,  expertise 
and  strength  to  fulfill  the  requirements  of 
any  company,  large  or  small,  in  any  industry 

We  think  a  big  reason  A&A  has  be- 
come one  of  the  largest  and  most  trusted 
insurance  brokers  worldwide  is  that  we 
work  the  same  way  with  every  client.  From 
the  client's  point  of  view.  From  Brazil 
to  Bntain  to  Bahrain. 


Alexander 
^Alexander 

From  the  client's  point  of  view. 


Production  workers  at  Bendix  do  Brasil  in  Campinas,  Bra 
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Edited  by  Barbara  Ettorre 

Spinoffs 

he  record  industry,  convinced  that 
1  billion  in  album  sales  is  being  lost 
lis  year  (as  last)  to  home  taping, 
aesn't  take  kindly  to  people  like  Da- 
id  Nancoff.  His  Rena  Rent-a-Record 
anchising  operation  is  probably  the 


from  Providence  to  Laredo. 

The  appeal  of  record  rentals  to  the 
customer  is  twofold,  explains  Nan- 
coff: lower  prices  and  better  record- 
ing quality.  Two  albums  or  two  pre- 
recorded cassettes  cost  about  $16, 
with  prerecorded  tape  quality  sus- 
pect at  best.  Nancoff's  stores  rent 
two  LPs  for  $5.  The  cost  of  a  high- 
quality  blank  cassette  is  $3.50,  so 
the  total  price  for  renting  and  taping 
two  albums  is  only  $8.50. 

What's  in  it  for  Rena  Rent-a-Rec- 
ord? Record  rental  stores  pay  about 
$5.75  for  an  LP  and  rent  it  ten  times 
before  retiring  the  platter.  That's 
$25  in  revenue,  compared  to  only  $8 
on  a  sale.  Nancoff  ensures  a  steady 


r 
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An 


avid  Nancoff  of  Rena  Rent-a-Record 
utting  his  hopes  on  a  platter. 


iggest  among  an  ever-growing  num- 
er  of  such  enterprises — all  dedicated 
)  making  home  taping  much  more 
anvenient. 

Stan  Gortikov,  president  of  the  Re- 
arding  Industry  Association  of 
jnerica,  reckons  there  are  now  more 
lan  130  such  rental  shops  in  the  U.S. 
They're  something  to  be  nervous 
bout,"  he  concedes.  He  says  there  are 
bout  1,300  rental  outlets  in  Japan. 
Jbum  sales  decline  30%  at  tradition- 
l  record  shops  when  rental  shops  are 
ituated  nearby. 

"I  feel  bad  I  had  to  resort  to  this, 
ut  I'm  convinced  my  solution  is  the 
nly  way  for  retailers,"  says  Nancoff, 
rho  until  last  year  was  himself  a 
truggling  record  retailer  in  Toronto, 
low,  for  an  outlay  of  $27,500,  Nan- 
off  will  outfit  franchisees  with  fix- 
ares  and  inventory.  He  expects  his 
usiness  to  post  sales  of  $1.5  million 
lis  year,  up  200%  over  last  year,  as 
e  expands  to  20  franchises  from  last 
ear's  8,  scattered  across  the  country 


source  of  albums  by  avoiding  direct 
dealings  with  record  companies, 
buying  instead  from  independent 
wholesalers  and  paying  promptly, 
sometimes  on  the  spot.  "In  these 
times,"  he  says,  "it's  hard  for  them 
to  turn  down  my  checks." 

Nancoff,  33,  predicts  that  by  1985 
he  will  be  the  largest  rental  record 
retailer  around.  He  figures  he's  not 
likely  to  face  rental  competition  from 
major  retail  chains,  which  are  closely 
tied  to  recording  companies  and 
which  receive  advertising  dollars  and 
credit  policies.  The  record  industry 
has  launched  an  intense  lobbying 
campaign  in  Washington  to  have  rec- 
ord rental  shops  declared  illegal  or,  at 
least,  to  allow  royalty  payments  on 
rentals. 

If  renting  should  become  illegal, 
Nancoff  has  an  alternative  in  mind: 
"I'll  allow  customers  to  'preview'  rec- 
ords, and  I'll  buy  them  back  at  a  re- 
duced price." — Roger  Neal 


Where  we  go  wrong 

James  Harbour,  head  of  Detroit's  Har- 
bour &  Associates  consulting  firm, 
did  the  now-famous  study  conclud- 
ing, in  1980,  that  the  Japanese  had  a 
$l,500-a-car  cost  advantage  in  the 
manufacture  of  subcompact  auto- 
mobiles. But  the  problem  is  not  just  in 
subcompacts,  Harbour  says.  The  Japa- 
nese have  a  cost  advantage  over  U.S. 
carmakers,  period.  Never  mind  how 
big  the  car.  And  if  Harbour  is  to  be 
believed,  the  auto  industry's  woes 
with  the  Japanese  are  symptomatic  of 
a  much  larger  competitive  problem 
affecting  virtually  the  entire  U.S.  in- 
dustrial base.  As  he  sees  it,  the  prob- 
lem goes  beyond  systems  and  tech- 
niques to  something  like  philosophy. 

"It's  this  damned  emphasis  on  de- 
fect detection  that's  at  fault,"  Har- 
bour says.  "And,  that's  the  problem 
not  just  with  autos  but  also  with  all 
U.S.  industry.  I  worked  for  a  major 
drug  company  that  assumed  it  had  the 
highest  quality  in  the  world,  and  they 
had  the  exact  same  problem." 

Harbour  believes  that  U.S.  manu- 
facturers go  wrong  trying  to  weed  out 
defects  after  they  are  built  into  the 
product.  It's  not  only  wasteful  and 
inefficient,  he  maintains,  but  fatal  to 
quality.  For  their  part,  the  Japanese 
aim  at  zero  defects  during  manufac- 


Automotive  consultant  James  Harbour 
A  matter  of  philosophy. 

ture  (and  often  come  close),  and  the 
result  is  a  great  saving  in  time,  inven- 
tories, warranties,  scrappage  and  in- 
spection manpov/er. 

What  worries  Harbour  is  that  the 
Japanese  may  come  to  dominate  even 
more  of  the  U.S.'  traditional  mdustri- 
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al  strongholds — machine  tools,  air 
frames,  tractors,  you  name  it — and 
that  the  U.S.  will  tight  hack  with  the 
wrong  weapons.  Take  the  seemingly 
straightforward  business  of  changing 
dies  in  an  automobile  stamping  plant. 
By  automating  the  process,  the  Japa- 
nese, he  explains,  do  it  in  5  minutes, 
vs.  8  to  12  hours  for  the  U.S.  To  keep 
pace,  the  financially  strained  Ameri- 
can automakers  are  now  spending 
hundreds  of  millions  to  automate 
their  new  plants,  but  they  could  re- 
duce the  die-change  time  to  under  2 
hours  by  making  procedural  changes 
in  existing  plants,  and  that  they  have 
been  reluctant  to  do. 

"You  can't  buy  your  way  out  of  the 
productivity  problem,"  Harbour 
warns.  "It's  a  management  problem. 
Culture  has  nothing  to  do  with  it. 
Until  they  recognize  that,  nothing 
will  happen." — James  Cook 


The  great  mall  of  China 

Houston,  it  has  been  decreed,  is  about 
to  have  a  pleasure  dome  of  sorts — a 
$7.5  million,  140-shop  mall  situated 
20  miles  from  downtown  to  be  called 


Tang  City.  Construction  starts  this 
month  on  7  acres  of  a  240-acre  Hous- 
ton parcel  owned  by  several  leading 
Chinese  families.  Architects  and  law- 
yers for  the  project  are  of  Chinese 
parentage,  and  the  anchor  store  in  the 
mall  is  expected  to  be  Everybody's, 
which  is  Hong  Kong's  version  of 
Sears,  Roebuck. 

"We  think  there  is  a  need  for  a 
planned  Chinatown,"  says  Robert 
Hsi,  52,  Berkeley-educated  president 
of  Hong  Kong-based  UCO  Develop- 


ment Co.,  developer  of  the  mall.  "Five 
years  ago,  there  were  200  Chinese  res- 
taurants in  Houston.  Now  there  arc 
over  300."  (Houston's  Asian  popula- 
tion— including  Pacific  islanders— is 
33,000,  about  2.1%  of  the  city's  total.) 
The  city  has  long  had  a  ten-block  Chi- 
nese section,  but  the  mall-fed  "real  es- 
tate boom  of  the  past  two  decades  has 
passed  it  by. 

Appropriately,  UCO  Development 
knows  something  about  varied  retail- 
ing. Its  parent  corporation,  UCO  Inc.,  a 
$7  million  (sales)  textbook  and  ham- 
burger bun  company,  has  operations  in 
Hong  Kong,  Singapore,  Malaysia  and 
Taiwan,  as  well  as  real  estate  holdings 
in  the  U.S.  Hsi  envisions  the  rest  of  the 
Houston  parcel — owned  by  the 
wealthy  Tjin  and  Lin  families  of  Indo- 
nesia and  Hong  Kong,  respectively — 
being  developed  by  other  Chinese  in- 
terests to  include  an  office  park,  a  town- 
house  complex  and  an  Oriental-style 
hotel,  restaurant  and  shopping  strip. 
Some  local  real  estate  agents  sneer  that 
the  site  is  a  "destination  location, "  one 
that  can't  count  on  casual,  drop-in 
traffic.  But  Hsi  insists TangCity  will  be 
near  the  affluent  communities  most 


Houston  Chinese  live  in  or  around. 

They  are  planning  to  make  Tang 
City  a  destination  worth  seeking,  in 
any  case.  UCO's  chairman,  Jefferson 
Chen,  61,  who  adopted  the  name  of 
Thomas  Jefferson  20  years  ago,  says: 
"The  mall  will  be  the  centerpiece,  the 
masterpiece  of  Tang  City  Plaza."  He 
is  pressing  for  its  Chinese  archway  to 
have  a  bust  of  Confucius  and  for  the 
parking  lot  to  have  a  large  statue  of 
Dr.  Sun  Yat-sen. — Jessica  Greenbaum 


Faces 

Behind  the  Figures 


You're  not  likely  to  see  this  ad,  but 
you  never  know.  It  describes  the  ca-| 
reer  of  Jim  Rogers,  a  once-poor  bow 
from  Demopolis,  Ala.,  who  left  QuanH 
turn  Fund — and  partner  George 
Soros — two  years  ago.  Since  then, 
Rogers  has  been  "enjoying  life  for  the 
first  time,"  while  managing  his  monH 
ey  successfully.  His  $14  million  has) 
grown  to  $16.5  million.  Quantum! 
Fund,  by  contrast,  has  had  a  tougheij 
time,  showing  a  23%  decline  in  1981 J 

Rogers  has  just  returned  to  tha 
$700,000  Manhattan  town  house  that 
is  next  door  to  his  office  after  an 
11,000-mile  motorcycle  tour  through 
the  western  U.S.  Such  a  dream  trip 
was  impossible  for  him  in  the  1970s] 
when  Rogers  would  put  in  100-hou^ 
weeks.  He  picked  the  securities  foi 
Quantum,  and  Soros  dexterously 
bought  and  sold  them,  rarely  rufflinj 
the  markets.  But  when  the  func 
planned  to  increase  sharply  its  $250 
million  in  assets,  Rogers,  who  had  not 
had  a  vacation  in  ten  years  and  whose 
marriage  had  broken  up,  opted  out. 

Rogers  still  spends  four  hours  a  da> 
doing  research  and  trading.  "It's 
enough  to  keep  up,"  he  says.  "Buj 
sometimes  I'm  surprised  by  things 
find  in  the  newspaper.  That  nevej 
used  to  happen." 

A  bear  until  midsummer,  he  novi 
thinks  a  long-term  bull  market  ir 
both  stocks  and  bonds  has  beguni 
Current  picks  include  mobile  home 
makers  like  Mobile  Home  Industrie: 
and  Oakwood  Homes  because  sucfi 
houses  cost  only  about  35%  as  mucf 
as  conventional  homes.  Also,  recen 
court  rulings  have  prevented  munici 
pahties  from  excluding  them. 

Rogers  also  likes  utilities  withou 
big  capital  spending  plans  such  as  Coij 


(  CO  Development's  Jefferson  Choi  ( left )  and  Robert  list 
Chinatown,  Texas  style. 


Holding  pattern 

Position  wanted 

One  of  the  best  stock  pickers  and  short 
sellers  in  the  business  seeks  new  worlds 
to  conquer  Turned  $2,500  into  personal 
fortune  of  $14  million  in  Quantum  Fund. 
Fund's  assets  increased  4,200%  from 
1970  to  1980,  a  period  in  which  the  S&P's 
500  average  was  up  47%.  Yale  graduate. 
Oxford  scholar.  Coxswain  of  champion- 
ship Oxford  crew.  Former  Army  officer. 
Age:  40.  Restless. 
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Stock  picker  and  investor  Jim  Rogers 
It  isn't  easy,  but  it  can  be  done. 


Edison  and  New  England  Electric,  ar- 
guing that  oil  prices  are  soft  and  regu- 
latory agencies  increasingly  generous. 
A  third  area  is  forward-looking  finan- 
cial institutions  in  good  markets,  like 
Banc  One  of  Columbus,  Ohio,  which 
also  provides  checks  for  Merrill 
Lynch's  cash  management  account. 

He  remains  serious,  though,  about 
that  second  career.  "I'm  still  looking, 
but  it's  hard  to  find  something,"  he 
says.  "Everybody  dreams  of  making  a 
lot  of  money  and  retiring,  but  let  me 
tell  you,  it  isn't  easy."  Meanwhile,  30 
pounds  lighter  and  looking  ten  years 
younger  than  a  year  ago,  he  is  training 
on  his  motorcycle  for  next  year's  Pe- 
kmg-to-Paris  race. — Thomas  O'Donnell 

The  challenger 

Why  launch  a  new  information  up- 
date service  for  investors  in  the  teeth 
of  a  recession?  The  question  hardly 
even  occurred  to  West  Coast  stock- 
broker William  O'Neil  when  he  intro- 
duced Long  Term  Values  during  the 
Dow's  dog  days  a  year  ago.  "We  were 
not  fazed  by  the  market,"  he  says. 
"We  knew  a  recovery  was  coming." 

O'Neil,  49,  whose  new  offering  is 
going  head-to-head  against  Arnold 
Bernhard  &.  Co.'s  Value  Line  ring-file 
investment  system,  is  known  on  Wall 
Street  as  a  professional  optimist.  Last 
February  he  bought  space  in  the  Wall 
Street  Journal  to  exclaim:  "Don't  let 
the  gloom  bugs  fool  you." 

He  made  his  first  fortune  in  the 
1960s  when,  in  18  hectic  months,  tak- 
ing breathtaking  risks  on  the  market, 
he  parlayed  $4,000  into  $200,000— 
enough  for  a  seat  on  the  New  York 
Stock  Exchange.  He  went  on  to  estab- 


lish what  he  claims  is  one  of  the  big- 
gest stock  market  databases  in  the 
world.  Since  1970,  he's  offered  statis- 
tical services  to  institutional  clients. 

In  the  mid-Seventies  he  launched 
Daily  Graphs  to  compete  with  Stan- 
dard &  Poor's  well-established  Trend- 
lines  graph  service  for  small  inves- 
tors. Within  three  years  he  had  be- 
come the  market  leader. 

All  this  has  helped  him  build  a  busi- 
ness approaching  $30  million  a  year  of 
revenues.  In  challenging  Value  Line, 
which  has  been  the  small  investor's 
bible  since  the  1930s,  O'Neil  is  count- 
ing on  breadth  and  price.  "We  offer 
4,000  companies,  compared  with 
their  1,700,"  he  says.  "And  we  charge 
only  $195  for  a  year's  subscription. 


They  charge  $330.  Our  costs  are  lower 
than  theirs  because  we  are  fully  com- 
puterized. They  are  still  drawing 
graphs  with  pencils  and  rulers." 

Like  Value  Line,  Long  Term  Values 
showers  investors  with  hundreds  of 
numbers  on  each  company — earnings, 
stock  trading  and  prices,  financial  ra- 
tios and  so  on.  But  O'Neil's  service  is 
less  readable  because  he  crams  in  four 
companies  per  page;  Value  Line  gives 
each  company  a  page  and  can  afford  a 
less  telegraphic  style. 

Value  Line  Chairman  Arnold  Bern- 
hard,  who  at  80  has  seen  more  than  one 
challenge  to  his  hegemony  come  and 
go,  is  keeping  cool.  "It  does  not  worry 
us  that  they  are  covering  more  compa- 
nies," he  says.  "The  commonest  com- 
plaint we  get  is  that  we  are  already 
covering  too  many  for  a  small  investor 
to  keep  track."  As  for  O'Neil's  price 
advantage,  Bernhard  says:  "We  have  a 
proven  service.  Our  timeliness  system 
for  picking  stocks  with  the  best  pros- 
pects for  the  next  12  months,  for 
instance,  has  consistently  outper- 
formed the  market." 

O'Neil  is  already  claiming  1,500 
subscribers,  a  long  way  from  Value 
Line's  102,000,  but  enough,  he  says, 
to  cover  costs.  "It  did  not  cost  us  a 
dime  to  set  up  the  database,"  he 
points  out,  "and  we  already  had  the 
printing  presses." — Eamonn  Fingleton 

Buy  American 

When  David  Norman  opened  his  first 
retail  electronic  office  equipment 
store  last  month  in  San  Jose,  Calif.,  a 
majority  of  the  items  for  sale — some 
60%  of  his  stock — were  U.S. -made. 
He  had  not  planned  it  that  way,  but 


West  Coast  stockbroker  William  O'Neil 
On  the  line  with  Value  Line. 
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David  Norman  of  Businessland,  Inc. 

The  office  of  the  future,  over  the  counter. 


after  a  year  of  trips  to  trade  shows  and 
Japanese  manufacturers,  Norman 
found  the  Japanese  far  behind  the  U.S. 
in  microcomputers,  a  vital  compo- 
nent in  automated  offices.  "I  thought 
the  Japanese  would  be  stronger,"  he 
says,  "but  their  performance  was  not 
even  close  to  U.S. -made." 

Norman,  47,  is  no  stranger  to  this 
kind  of  sleuthing.  In  1972  he  founded 
Dataquest,  a  market  research  firm  in 
Cupertino.  Norman  sold  it  to  A.C. 
Nielsen  Co.  six  years  later  for  about 
$5  million  and  remained  Dataquest 
president  until  last  April.  While  run- 
ning Dataquest,  Norman  devoured  all 
sorts  of  market  research,  looking  for 
his  next  entrepreneurial  venture.  A 
former  Navy  pilot  with  an  M.S.  in 
industrial  engineering  from  Stanford, 
he  decided  high  tech  was  out — "too 
competitive."  But  he  saw  the  real  op- 
portunity in  retail  distribution  of 
electronic  office  machines.  With 
manufacturers  cutting  prices  up  to 
50%  on  copiers,  electronic  typewrit- 
ers and  microcomputers,  Norman  de- 
cided to  target  small  business  offices 
as  his  market.  He  formed  Business- 
land,  Inc.  with  plans  to  open  14  com- 
pany-owned stores  (startup  cost  for 
each:  $300,000)  by  the  end  of  1983.  He 
has  raised  $3.5  million  from  five  ven- 
ture capital  groups  and  15  private  in- 
vestors— and  a  six-figure  sum  from 
his  own  holdings.  In  January  he  hopes 
to  raise  another  $10  million,  30%  to 
50%  of  it  coming  from  his  current 
investors,  the  rest  from  institutions. 

There  already  are,  of  course,  some 
5,000  office  equipment  dealers  de- 
ploying legions  of  salesmen  making 
calls  across  the  country.  Norman  fig- 
ures that  the  only  way  to  compete 


with  them  is  with  his  stores.  His  re- 
search tells  him  that  it  costs  about 
$165  per  sales  call  (and  five  calls  to 
close  the  deal)  to  sell  a  product 
through  direct  sales.  "Today,  when 
you  sell  something  under  $5,000,  you 
can't  afford  to  go  directly  to  the  small 
businessman,"  he  says.  Besides,  there 
are  the  sheer  growth  numbers.  "I'm 
going  into  a  market  that's  growing 
40%  a  year,"  Norman  says.  "What 
could  be  better?" — Ellen  Paris 

Nice  timing? 

John  Mascotte  takes  over  this  month 
as  chairman  and  CEO  of  Continental 
Insurance  Co.  at  a  time  when  things 
couldn't  get  much  worse.  The  proper- 
ty-casualty insurance  industry  is  suf- 


fering through  a  savage  price  war  that 
has  hit  premium  income  hard.  Conti- 
nental's combined  ratio  (losses  plus 
overheads  as  a  percentage  of  premium 
income)  is  a  horrendous  110.7% 
through  the  first  nine  months  of  1982. 
With  interest  rates  falling,  moreover, 
investment  income  is  falling,  too — 
operating  income  through  the  third 
quarter  is  $105  million,  vs.  about 
$147  million  the  year  before. 

Mascotte,  43,  came  to  Continental 
(1981  revenues,  $3.5  billion)  as  presi- 
dent last  year  from  Mutual  Benefit 
Life  and  already  has  made  some 
changes.  "Historically,  there  has  been 
a  disassociation  with  the  marketing 
process  in  this  industry,"  he  says. 
"They  perceived  themselves  as  manu- 
facturers creating  risk-taking  capac- 
ity. Marketing  was  the  province  of  the 
independent  agents." 

But  in  future,  Mascotte  says,  mar- 
keting will  be  too  important  to  be  left 
to  the  agents.  Accordingly,  where 
Continental  used  to  be  organized 
along  product  lines — homeowners  in- 
surance, barge  insurance,  boat  insur- 
ance, etc. — Mascotte  has  redeployed 
his  headquarters  and  regional  infor- 
mation services  to  support  the  two 
key  distribution  networks:  local  inde- 
pendent agents  and  national  insur- 
ance brokers. 

Continental  has  also  begun  to  sin- 
gle out  the  most  productive  agents 


John  Mascotte,  CEO  of  Continental  Insurance  Co. 
"It's  very  hard  to  hurt  yourself  falling  off  the  floor. 
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istman  Kodak  Company,  1982 


"Yes,  he's  kind  of  a  jack-of -all-trades. 
What  gets  me  is  that  he's  master  of  them  all." 


Precious  few  of  us  do  everything  well, 
and  it's  a  pretty  rare  trait  among  copiers,  too.  In 
fact,  the  only  ones  we  know  of  that  can  do 
every  job  from  the  smallest  to  the  largest  with 
top  efficiency  are  called  Kodak  Ektaprint 
copiers. 

The  right  Kodak  copiers  in  the  right 
places  can  mean  more  productivity  for  you. 
And  we  offer  advanced  computer  analyses  to 
help  you  choose  the  right  mix,  with  the  right 
pricing  plans.  There  are  a  lot  of  copier  combi- 
nations to  choose  from,  with  even  more  on  the 
way! 

May  we  demonstrate? 


Write:  Eastman  Kodak  Company, 
CD2508,  Rochester,  N.Y.  14650. 


The  right  Kodak  copiers  in  the  right  places.  That's  versatility! 


When  a  company 

develops 
life  insurance 
that  puts 
a  premium 

on  innovation 
and  flexibility. . . 

It  must  be  USLIFE 


These  days,  a  life  insurance 
lpany  can't  afford  to  rest  on  its 
utation. 

It  has  to  keep  its  competitive 
e.  Keep  coming  up  with  new 
as.  Innovate. 

No  wonder  then  that  in  the 
t  two  years  alone,  USLIFE  has  in- 
iuced  over  26  new  products  and 
duct  improvements.  Innovations 
ted  at  giving  our  customers  even 
re  for  their  premium  dollars. 

Take  our  newest  product  inno- 
ion,  the  INNOFLEX  series*.  These 
^rest-sensitive  policies  are  special- 
esigned  to  reflect  the  economic 
lities  of  today — and  tomorrow, 
lally  important,  INNOFLEX  offers 
built-in  flexibility.  More  flexibil- 
than  ever  before  possible. 

But  our  innovations  don't  end 
re.  Because  USLIFE  companies 


continue  to  offer  an  extraordinarily 
wide  range  of  other  life  policies,  in- 
cluding the  traditional  policies  that 
have  passed  the  test  of  time. 

In  fact,  combine  the  appeal  of 
our  product  line  with  the  efforts  of 
our  producers  and  you  can  quickly 
see  why  the  USLIFE  family  of  com- 
panies ranks  third  in  individual  life 
sales  among  all  stock  life  insurance 
companies,  according  to  current 
industry  statistics. 

See  why  a  USLIFE  company 
should  become  your  life  insurance 
company 

For  more  information,  contact 
the  USLIFE  company  nearest  you,  or 
write  Dept.  M,  USLIFE  Corporation, 
125  Maiden  Lane,  New  York,  NY 
10038.  Or  call  212-709-6226. 

We'll  show  you  why  a  USLIFE 
policy  is  always  a  better  idea. 

*Not  yet  available  in  all  states. 


IH.IFE 

life  is  a  family  affair 

Our  family  of  life  insurance  companies. 

The  United  States  Life  Insurance  Company,  New  York,  NY  212-709-6360 
USLIFE  Life  Insurance  Company  of  California,  Pasadena,  CA  213-795-0401 
Great  National  Life,  Dallas,  TX  214-357-1861  •  Old  Line  Life,  Milwaukee,  Wl  414-271-2820 
Ml  American  Life,  Chicago,  IL  312-399-6500  •  Lincoln  Liberty  Life,  Des  Moines,  I A  515-225-2000 


Its  Time  you 
Knew  More  About 
Oklahoma's 
Billion  Dollar. 

Energy  Corporation 


We'  re  ONEOK  Inc.  (pronounced  one-oak).  Our 
revenues  exceed  one  billion  dollars.  We  have  the  nation  s 
7th  ranking  integrated  natural  gas  utility  —  Oklahoma 
Natural  Gas  Company.  We're  active  in  oil  and  gas 
exploration  and  production,  natural  gas  liquids  extraction, 
and  more.  ONEOK.  Our  NYSE  symbol  is  OKE.  Perhaps 
it's  time  you  knew  more  about  us.  Ask  your  broker. 


ONEOK 


For  our  Annual  Report,  write:  P.  O.  Box  871,  Tulsa,  OK  74102 
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vith  special  support  from  headquar- 
ers,  including  local  advertising  to 
mild  their  businesses. 

The  acquisition  of  William  Penn 
„ife  earlier  this  year  expands  Conti- 
lental's  ability  to  offer  personal  in- 
urance  in  one  package,  cutting  poli- 
:y-writing  overhead.  Even  Continen- 
al's  failure  to  keep  up  with  the 
growth  of  the  casualty  insurance  busi- 
less  in  the  mid-1970s  is  likely  to  help 
ts  recovery,  since  the  company  will 
ivoid  much  of  the  overhang  of  casu- 
ilty  losses  in  the  years  to  come. 

There  may  be  something  to  be  said, 
hen,  for  taking  over  now.  Notes  Mas- 
;otte:  "A  cynical  friend  told  me  it's 
rery  hard  to  hurt  yourself  falling  off 
he  floor." — Subrata  N.  Chakiavarty 


A  textbook  case? 

t  has  a  next-to-squeaky-clean  balance 
heet  (less  than  $5  million  in  debt) 
ind  a  return  on  equity  of  better  than 
10%  in  five  of  the  last  six  years.  Yet 
nention  SFN  Companies,  Inc.  to  any- 


FN  Chairman  John  Purcell 
rom  books  to  cable  TV? 


»ne  outside  education,  and  you  get  a 
ilank  stare.  John  Purcell,  who  last 
nonth  took  over  as  chairman  of  the 
.280  million  (estimated  1982  sales) 
ormer  Scott,  Foresman  and  Co.,  the 
eading  elementary  and  high  school 
extbook  house,  intends  to  change  all 
'hat.  "Nobody  ever  heard  of  Gannett 


back  in  1968,  when  we  started  stomp- 
ing around,  buying  every  small-town 
paper  in  sight,"  says  Purcell.  He  spent 
eight  years  managing  Gannett's  ac- 
quisition efforts  and  was  president  of 
the  CBS  Publishing  Group. 

Purcell  figures  that  SFN's  less  than 
2%  debt-to-equity  ratio  and  its  P/E  of 
10  make  it  a  candidate  for  the  acquisi- 
tion trail.  This  is  counter  to  the  idea 
of  former  Chairman  Gordon  Hjalmar- 
son,  who  steadfastly  held  Glenview, 
111. -based  SFN  almost  exclusively  to 
educational  textbooks,  a  good  busi- 
ness but  not  a  growth  market. 

SFN's  comfortable  business  can  be 
used  as  a  catapult  to  more  interesting 
fields,  a  la  McGraw-Hill,  Purcell,  51, 
says.  "McGraw-Hill  has  done  a  very 
good  job  of  leveraging  off  their  text- 
book business  into  the  information 
business."  He  would  like  to  steer  SFN 
into  trade  magazines,  database  pub- 
lishing, even  broadcasting.  "Cable 
programming  looks  good,  to  the  ex- 
tent that  we  can  leverage  off  our  ex- 
isting editorial  product,"  he  says,  add- 
ing that  the  company's  over  17,000 
textbooks  in  print  could  serve  as  raw 
material. 

Time  is  ripe  for  SFN,  Purcell  says. 
The  textbook  business  is  not  so  se- 
cure now,  what  with  declining  school 
enrollment  and  cuts  in  government 
aid  to  education.  Moreover,  all  text- 
book companies  work  on  speculation, 
"not  unlike  television  production 
companies,"  Purcell  points  out.  SFN, 
for  example,  invests  an  average  of 
three  years  writing  and  editing  each 
textbook,  which,  in  the  final  analysis, 
may  not  be  adopted  by  any  school 
boards.  Clearly,  Purcell  plans  for  the 
company  to  have  other  businesses  to 
fall  back  on.  Hence,  "we're  just  start- 
ing our  second  life." — Lisa  Gross 


Once  more  into  the  breach 

This  winter  yet  another  high-powered, 
well-intentioned  get-together  be- 
tween business,  government  and  labor 
will  take  place  at  Harvard  University's 
John  F.  Kennedy  School  of  Govern- 
ment. The  subject — industrial  poli- 
cy— is  familiar,  but  this  conference  is 
not  just  another  roundup  of  usual  sus- 
pects. It  is  one  of  the  first  public  ven- 
tures of  Harvard's  new  Business  and 
Government  Center,  whose  goal  is  to 
help  businessmen  and  politicians  un- 
derstand each  other. 

The  center's  first  director,  Win- 
throp  Knowlton,  has  been  on  the  job 
since  Sept.  1.  He  thinks  such  confer- 
ences can  provide  a  neutral  ground 
where  business  and  government  can 
sit  down  and  work  without  the  con- 
frontations that  normally  occur  be- 


tween them.  Knowlton,  52,  has  had 
long  experience  on  both  sides  of  the 
fence.  He  was  CEO  at  Harper  &  Row 
from  1970  to  1981  (he's  still  chair- 
man) and,  under  President  Johnson, 
assistant  secretary  of  the  Treasury  for 
international  affairs.  Knowlton  also 
has  a  Harvard  M.B.A. 

The  new  center  has  already  attract- 
ed significant  business  support.  Aetna 
has  put  up  $1  million  to  fund  a  chair 
in  public  policy  and  corporate  respon- 
sibility, as  did  a  group  of  businessmen 
led  by  James  Harpel,  the  New  York 
financier.  And  Frank  Weil,  a  lawyer 
who  served  in  the  Department  of 
Commerce  under  President  Carter, 
has  given  $1  million  for  a  conference 


Harvard's  Winthrop  Knowlton 
Mixing  oil  and  water? 


hall  in  Cambridge  to  be  named  Weil 
Hall  when  it  is  completed  in  1984. 

In  addition  to  Knowlton  and  the 
two  as-yet  unannounced  full-time 
chair  appointees,  other  Harvard  pro- 
fessors will  do  research  and  partici- 
pate in  classes,  seminars  and  confer- 
ences. High  on  the  center's  agenda, 
Knowlton  says,  are  some  classic 
toughies — reform  of  the  regulatory 
process,  public-private  partnerships  at 
the  state  and  local  level,  capital  for- 
mation and  American  competitive- 
ness in  a  global  perspective.  The  cen- 
ter's role,  Knowlton  says,  should  be  to 
bring  both  technical  expertise  and 
historical  perspective  to  these  areas. 
"Serious,  detailed  dialog  is  needed," 
he  says.  This  may  not  sound  much 
different  from  all  the  other  dialogs 
promoted  between  politicians  and 
businessmen,  but  Knowlton  main- 
tains this  one  will  be  different.  Says 
he,  "We  want  to  change  attitudes  and 
actions."  The  center  has  its  work  cut 
out  for  itself. — Aaron  Bernstein 
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Shopping  in  London,  or  dining  in  Paris,  is  not  for  the  new  breed 
of  travelers  who  cannot  enjoy  a  trip  abroad  unless  they  exert 
themselves.  Whether  its  trekking  over  the  Andes,  bicycling  in 
France  or  rafting  in  Canada,  there's  nothing  like . . . 


Personal 
Affairs 


Sweat 
vacations 


By  Jean  A.  Briggs 


America  is  getting  into  train- 
ing— for  damned  near  anything 
i  that  is  physically  trying,  from 
triathlons  to  hang  gliding.  And  the 
national  fitness  and  health  kick  has 
not  been  lost  on  the  tourist  industry. 
Name  your  poison — from  hiking,  ca- 
noeing or  bicycling  to  mountain 
climbing — and  you  can  arrange  to  do 
your  grunting  and  groaning  in  exotic 
foreign  lands,  including  Kenya,  Peru 
(seep.  214),  China,  Nepal  or  practical- 
ly anywhere  else  on  the  globe.  Sweat 
vacations,  combining  exotic  sights 
with  strenuous  feats,  are  just  the  tick- 
et for  curious  travelers  who  like  to  get 
physical.  And  business  is  booming. 

Pat  Dickerman,  who  puts  out  Adi  en- 
tare  Travel  (Adventure  Guides,  Inc.,  36 
E.  57th  St.,  Dept.  F,  New  York,  N.Y. 
10022;  212-355-6334;  $10.50),  a  guide- 
book that  lists  companies  that  offer 
adventurous  trips  in  North  America, 
says  her  first  edition  in 
1971  was  a  mere  pamphlet 
listing  about  40  outfits. 
Her  new  edition  to  be  pub- 
lished in  January  will  cov- 
er more  than  600  and  will 
contain  a  section  on  com- 
panies offering  foreign 
trips  as  well. 

Most  of  the  companies 
Dickerman  includes  are 
outfitters,  people  who 
handle  the  physical  re- 
quirements of  putting  a 
trip  together.  They  ex- 
plore an  area,  buy  the  food 
and  equipment,  get  it  to 
the  right  place  on  time 
and  hire  the  cook  and  oth- 
er assistants. 

The  Specialty  Travel  In- 
dex (9  Mono  Ave.,  Fairfax, 
Calif.    94930;  415-459- 


4900;  $2),  a  twice-a-year  publication 
primarily  for  travel  agents,  lists  book- 
ing agencies  and  travel  wholesalers.  It 
too  has  grown  fast.  Started  just  2lA 
years  ago,  it  now  carries  advertise- 
ments from  259  trip  wholesalers. 

You  could  conceivably  put  your 
own  trip  together,  but  good  agencies 
or  outfitters  can  save  you  time,  trou- 
ble and  probably  expense.  They  know 
the  area,  have  obtained  permits,  can 
hire  local  people,  can  supply  equip- 
ment and  can  tell  you  what  you  need 
to  bring,  as  well  as  which  books  to 
read  to  make  the  trip  more  rewarding. 
If  you  are  starting  a  new  activity  or 
trying  to  improve  your  skill,  they  can 
often  arrange  lessons. 

By  activity,  here  is  a  compilation  of 
tips  for  the  athletic — or  would-be  ath- 
letic— traveler. 

Hiking.  If  you're  going  to  the  Hima- 
layas or  the  Andes,  you  had  better  be 
in  good  shape  already  (capable,  say,  of 
running  several  hundred  yards).  Of 


2 


Travel  brochures  touting  strenuous  vacations 
Definitely  not  for  the  sedentary. 


Edited  by  William  G.  Flanagan 

course  you  don't  have  to  head  for  such 
high  altitudes;  you  can  do  your  walk- 
ing in  the  British  Isles  or  in  the  game 
parks  of  Kenya  or  along  the  coast  of 
Costa  Rica,  for  example.  Most  outfit- 
ters can  give  you  a  pretty  good  idea  of 
the  strenuousness  involved  in  a  speci- 
fied trip.  Ask  for  references  from  their 
lists  of  prior  participants,  so  you  can 
contact  veterans  and  get  a  better 
gauge  of  what's  in  store. 

You  must,  of  course,  have  good, 
well-broken-in  boots,  since  you  willi 
be  walking  six  or  more  hours  a  day 
over  rough  terrain.  Be  prepared  for 
changes  in  weather.  Your 
day  pack  should  be  big 
enough  to  carry  long  pants 
if  you're  starting  off  in 
shorts  (or  vice  versa)  and  a 
variety  of  tops — wind- 
breaker,  shirt,  sweater, 
poncho.  Hiking,  like  run- 
ning, can  be  hard  on  the 
knees,  so  some  sort  of 
knee  support  could  be 
well  worth  its  weight. 
Wilderness  Travel  (1760 
3|  Solano  Ave.,  Berkeley, 
JBk*&  Calif.  94707;  415-524- 
5111)  organizes  hiking 
trips  throughout  the  year 
to  nearly  every  corner  of 
the  globe:  China,  Nepal 
Africa,  Europe,  South 
America,  Central  Amer- 
ica, New  Zealand  and 
Australia.  You  can  choose 
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one  of  the  hiking  trips  the  agency 
offers,  or  ask  it  to  put  together  a  trip 
especially  for  you  and  a  companion  or 
for  a  small  group. 

The  cost  of  a  trip  depends  on  where 
it  is  and  on  the  size  of  the  group.  Trips 
to  Peru,  for  example,  minus  airfare, 
cost  about  $95  per  person  per  day  for  a 
group  of  five  to  seven,-  a  few  dollars 
less  per  day  for  larger  groups.  (Figure 
$80  per  day  for  a  group  of  12  to  15,  for 
example.)  Most  trips  last  between  14 


and  Popocatepetl  and  Ixtacihuatl  in 
Mexico  without  ropes  and  hardware 
or  mountaineer  training — with  two 
provisos.  First,  you  must  be  in  good 
aerobic  condition,  which  means  you 
can  do  the  equivalent  of  running  four 
miles  daily.  Second,  you  must  stick  to 
the  so-called  tourist  trails.  If  you  want 
to  tackle  these  mountains'  more  diffi- 
cult peaks  and  approaches,  you  must 
have  some  knowledge  of  mountain- 
eering and  you  will  probably  be 
obliged  to  prove  that  you  have  it. 

Lankford  Mountain  Guides  (333  Fair- 
fax St.;  Denver,  Colo.  80220;  303-393- 
0400)  offers  mountaineering  seminars 
in  the  Rocky  Mountains  as  well  as 
trips  to  the  high  peaks  in  Africa, 
Mexico,  the  Brooks  Range  in  Alaska 
and  the  Himalayas. 

Lute  Jerstad  Adventures  (P.O.  Box 


River  running.  You  don't  have  to  bt< 
in  great  physical  condition  for  rivet 
running,  but  you  do  have  to  love  the 
outdoors  and  be  willing  to  suffer  some 
discomfort.  The  idea  is  to  ride  down  a 
river  on  a  large  raft,  to  shoot  thnll- 
mgly  through  some  rapids  and  then  to 
ride  once  more  on  a  calm  surface. 
Sometimes  you  are  required  to  pad- 
dle, but  usually  you  aren't.  Either  you 
have  the  option,  or  the  job  is  done  for 
you  by  a  well-trained  professional. 

You  might  fall  out  of  the  raft.  Evenl 
if  you  don't,  you'll  probably  get  wet, 
but  that  is  considered  part  of  the  fun.j 
You  will  probably  stop  for  an  occaJ 
sional  hike  or  a  swim  and  most  likely 
you  will  camp  by  the  river  at  night. 
You  may  get  involved  with  making 
camp,  preparing  food  and  cleaning  up. 

Hundreds  of  companies  offer  do- 


Retracing  Hannibal's  steps  across  the  Alps 
Elephants,  if  you  can  afford  them. 


and  33  days.  Per-day  costs  for  custom- 
made  trips  run  about  20%  higher  on 
average. 

Wilderness  Travel's  chief  rival  is 
nearby  Mountain  Travel  (1398  Solano 
Ave.,  Albany,  Calif.  94706;  415-527- 
8100).  Mountain  Travel  is  the  biggest 
agency  in  the  business.  It  sponsors 
over  200  trips  per  year.  Destinations 
include  Pakistan,  Mongolia,  Sikkim, 
Bhutan  and  Japan,  as  well  as  most  of 
the  areas  covered  by  Wilderness  Trav- 
el. Prices  are  also  comparable  to  those 
of  Wilderness  Travel. 

Mountaineering.  If  you  are  already  an 
accomplished  hiker  and  are  ready  for 
an  even  greater  physical  and  mental 
challenge,  you  may  want  to  consider 
mountain  climbing. 

You  can  master  such  mountains  as 
Kilimanjaro  and  Mt.  Kenya  in  Africa 


19537,  Portland,  Ore.  97219;  503-244- 
6075)  is  another  highly  respected 
mountaineering  school  that  organizes 
trips.  Its  chief  destination  for  climb- 
ers is  the  high  peaks  of  the  Himalayas. 

Per-day  costs  run  between  $60  and 
$90,  excluding  airfare,  hotels  on  the 
way  to  the  mountain  and,  of  course, 
personal  equipment. 

If  you  want  to  conquer  the  Alps, 
one  of  the  best  schools  in  Switzerland 
is  the  International  School  of  Mountain- 
eering (P.O.  Box  25,  Club  Vagabond, 
1854  Leysin),  about  two  hours  from 
Geneva.  Six-day  courses  run  from 
June  through  the  end  of  September,  at 
about  $400,  including  room,  meals 
and  use  of  equipment.  Both  novice 
and  intermediate  climbers  often  top 
off  their  week's  instruction  with  a 
climb  of  the  nearby  Matterhorn. 


mestic  river  runs  ranging  from  one 
day  trips  on  the  Lehigh  River  in  Perm 
sylvania,  for  example,  to  the  classi 
runs  down  the  Colorado.  (The  latte 
have  become  so  popular  that  they  an 
now  being  tightly  regulated.  Afte; 
1984  no  motorized  craft  will  be  al 
lowed  and  the  number  of  paying  cus 
tomers  will  be  sharply  reduced  fron 
the  current  15,000  annually.) 

The  company  offering  the  larges 
number  of  river  runs  in  faraway  place 
is  Sohek  (Angels  Camp,  Calif.  95223 
209-736-2924).  According  to  Joh 
Yost,  one  of  the  founders  of  the  ten 
year-old  company,  Sobek  will  offer  3' 
river  trips  this  year  to  remote  areas  c 
Africa,  Pakistan,  Indonesia,  Turke) 
North  Yemen,  South  America  an 
even  Antarctica.  {The  Adventure  Bool 
a  catalog  of  Sobek  trips,  will  be  put 
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hed  in  January  by  Simon  &.  Schus- 
r.  Price:  $14.95.) 

Trips  come  in  all  shapes  and  sizes, 
lere's  a  one-day  trip,  for  example, 
irting  at  the  base  of  Victoria  Falls  in 
mbabwe  and  including  ten  rapids 
the  Zambezi  River.  The  trip  can  be 
mbined  with  hiking  in  a  nearby 
me  park.  One  of  the  company's 
igest  trips  is  on  the  Omo  River  in 
hiopia.  You  can  raft  for  32  days  or 
u  can  go  on  either  the  first  or  sec- 
d  half  of  the  journey  for  18  or  20 
ys.  Costs  range  from  $75  to  $150 
r  day,  excluding  airfare. 
The  Nantahala  Outdoor  Center  (High- 
ly 19  West,  Box  41,  Bryson  City, 
C.  28713;  704-488-2175),  which  is 
imarily  in  the  business  of  teaching 
noeing  and  kayaking  in  this  coun- 
ts also  offers  trips  abroad.  In  most 


very  well  ship  horses  the  way  river 
runners  can  ship  their  rafts.  Perhaps 
eventually  American  outfitters  and 
foreign  operators  will  make  reciprocal 
agreements  or  become  multinational, 
but  that  hasn't  yet  happened  on  a 
large  scale. 

One  agency  that  can  help  is  Action 
Tours  (3857  Sunset  St.,  Burnaby,  B.C., 
Canada  V5G  1T4;  604-430-2124).  The 
company  can  book  you  either  on  an  8- 
or  a  13-day  ride  through  Spain.  Both 
trips  begin  in  Seville  and  go  through 
the  Andalusian  countryside  and 
cobblestone  streets  of  ancient  towns 
to  the  dunes  and  beaches  of  Cadiz  on 
the  coast.  The  13-day  trip  circles  back 
to  Seville  by  a  different  route.  There 
are  hot  showers  at  day's  end  and  late, 
luxurious  dinners.  The  package  price 
of  the  8-day  trip  is  $785;  the  13-day 


tional  Tourist  Office  can  arrange 
horseback  tours  in  Rumania. 

Bicycling.  You  don't  have  to  eat, 
drink  and  breathe  bicycling  to  go  bike 
touring.  There  are  trips  for  people 
who  want  to  do  century  rides  (100 
miles  a  day),  but  the  majority  of  trips 
are  planned  for  people  who  can  peddle 
30  or  40  miles  a  day  easily  enough 
still  to  enjoy  the  landscapes  and  sniff 
the  breezes.  You  will  probably  have  to 
bring  along  your  own  bicycle,  but 
transporting  it  is  not  as  complicated 
as  it  sounds.  Operators  provide 
instructions  and  airlines  provide 
boxes.  Your  bike  counts  as  one  of  your 
two  allowed  pieces  of  luggage. 

Don't  neglect  saddle  bags  and  per- 
haps a  handle-bar  bag  for  carrying 
gear.  Gear  should  include,  in  addition 
to  all  necessary  clothing,  a  tool  kit  for 


>es  it  gives  customers  a  choice  of 
ift  if  they  have  the  proper  skills.  It 
ers  a  ten-day  kayaking  trip  on  the 
D-bio  River  in  Chile,  for  example, 
people  who  know  how  to  kayak. 

I  the  Sun  Kosi  in  Nepal  customers 
oose  rafts  or  kayaks. 

Horseback  trekking.  You  don't  need 
be  an  expert  rider,  but  you  do  need 
me  experience  at  riding  and  to  be 
le  to  handle  your  animal.  You  don't 
ve  to  be  in  aerobic  condition,  ei- 
ir,  but  you'll  certainly  be  more 
mfortable  if  you're  in  good  shape, 
ro  arrange  a  horse  trek  abroad,  you 

II  probably  either  have  to  go 
rough  a  booking  agency  or  contact 
outfitter  in  the  country  you  want 
see.  So  far,  few  American  operators 
;anize  horseback  trips  in  foreign 
untries.  The  reason:  They  can't 


trip  is  $1,122.  Airfare  is  extra. 

Action  Tours  can  also  put  you  on  a 
fox  hunt  in  England  or  on  a  rough 
cowboy-style  riding  and  camping  trip 
in  the  Canadian  Rockies.  The  moun- 
tain trips  are  for  groups  of  at  least  four 
and  available  only  from  late  June  to 
early  September.  The  cost  for  seven 
days  is  $495  per  person  for  eight  peo- 
ple; $660  per  person  for  six  people  and 
$990  per  person  for  four  people. 

One  outfitter  who  operates  on  an 
international  scale  is  Anne  Manage 
(Mars  du  Pommier,  07590,  Cellier-du- 
Lac,  France;  66-46-62-73).  She  offers 
horseback  tours  of  France,  Morocco 
and  Kenya.  The  William  J.  Riding  sta- 
bles (Ballyard,  Tralee,  County  Kerry, 
Ireland)  offers  tours  of  Ireland  (both 
can  also  be  booked  through  Adven- 
ture Guides).  Also,  the  Rumanian  Na- 


emergency  repairs.  A  few  bicycle 
tours  involve  camping,  but  on  most 
you  won't  need  to  carry  a  sleeping 
bag.  You  will  stay  overnight  at  inns 
along  the  way. 

Note:  Don't  worry  if  you  are  uncer- 
tain about  covering  30  to  40  miles  a 
day.  Most  operators  send  along  an  ac- 
companying van  to  carry  gear  and 
pick  up  those  who  are  sagging  on  the 
roadway. 

American  Youth  Hostels  (1332  I  St. 
NW,  Suite  800,  Washington,  D.C. 
20005;  202-424-9426)  is  the  oldest 
company  in  the  business.  It's  been 
organizing  bicycle  tours  in  Europe  for 
Americans  since  1934,  and  not  just  for 
youths.  It  has  several  dozen  tours  for 
adults,  with  participants  ranging  in  age 
from  21  to  71.  The  most  popular  trip  *i 
to  Europe,  beginning  in  London  and 
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CUTS  THROUGH  THE 
IMPORT  MYSTIQUE. 


HOW  CIMARRON  '83  BEATS  THE  IMPORTS  AT  THEIR  OWN  GAME 


AUDI 
5000S 

BMW 
320I 

VOLVO 
GL 

SAAB  900S 
SEDAN 

FRONT-WHEEL  DRIVE 

STANDARD 

STANDARD 

NOT 
AVAILABLE 

NOT 
AVAILABLE 

STANDARD 

ELECTRONICALLY 
FUEL-INJECTED  ENGINE' 

STANDARD 

STANDARD 

STANDARD  . 

STANDARD 

STANDARD 

FIVE-SPEED  MANUAL 
INCLUDING  OVERDRIVE 

STANDARD 

-  STANDARD 

STANDARD 

STANDARD 
4-SPEED 

STANDARD 

TACHOMETER  WITH  FULL 
INSTRUMENTATION 

STANDARD 

EXTRA  COST 

STANDARD 

STANDARD 

STANDARD 

POWER-ASSISTED 

RACK  AND  PINION  STEERING 

STANDARD 

STANDARD 

RACK  AND 
PINION  ONLY 

STANDARD 

STANDARD 

EPA  PASSENGER 
COMPARTMENT  VOLUME 

89  CU.  FT. 

90  CU.  FT. 

'82  CU.  FT. 

89  CU.  FT. 

89  CU,  FT. 

TUNGSTEN 

HALOGEN  FOG  LAMPS 

STANDARD 

NOT 
AVAILABLE 

EXTRA 
■  COST  . 

NOT 
AVAILABLE 

DEALER  ' 
•  INSTALLED 
OPTION 

ALUMINUM  ALLOY  WHEELS 

STANDARD 

STANDARD 

EXTRA  COST 

-  STANDARD 

STANDARD 

AIR  CONDITIONING 

STANDARD 

STANDARD 

EXTRA  COST 

STANDARD 

STANDARD 

ELECTRONICALLY  TUNED 

AM/FM 

STEREO  RADIO 

STANDARD 
(may  be  deleted) 
for  credit) 

EXTRA 
COST 

EXTRA 
COST 

DEALER 
INSTALLED 
OPTION 

DEALER 
INSTALLED 
OPTION 

LEATHER-WRAPPED 
STEERING  WHEEL 

STANDARD 

STANDARD 

EXTRA 
COST 

DEALER 
INSTALLED 
OPTION 

NOT 
AVAILABLE 

LEATHER  SEATING  AREAS 

STANDARD 

EXTRA  COST 

NOT 
AVAILABLE 

NOT 
AVAILABLE 

MSRP" 

$12,215 

(F.O.B.) 

$13,665 
(P.O.E.) 

$13,440 

(P.O.E.) 

$13,905 

(P.O.E,).  . 

$13,555 
(P.O.E.) 

'Some  Cadillacs  are  equipped  with  engines  produced  by  other  GM  divisions,  subsidiaries  or  affiliated  companies  worldwide. 
See  your  dealer  for  details  All  Imports  shown  are  1982  models 
"Manufacturer's  Suggested  Retail  Price  including  dealer  prep  (where  applicable)  as  of  9/23/82  Tax,  license,  destination  charges  and  op- 
tional equipment  additional.  Destination  charges  vary  by  location  and  may  affect.comparlson.  Level  of  standard  equipment  varies 


Bold  new  performance.  In  '83 

Cimarron  sports  a  snappy 
new  2.0  liter  electronically 
fuel-injected  engine  with  a 
5-speed  manual 
transmission.  (3-speed 
automatic  is  available.)  Plus 
an  exclusively  tuned  Touring 
Suspension,  front-wheel  drive 
and  more. 

Bold  new  look.  There's  a 
strong  new  grille  treatment 
and  tungsten  halogen  fog 
lamps.  A  proud  new  hood 
medallion.  And  crisp,  new 
aluminum  alloy  wheels. 


Plus  Cadillac  touches...  Like 
body-contoured,  leather- 
faced  front  bucket  seats  with 
lumbar  support.  Air  condi- 
tioning. Full  instrumentation 
including  tach.  All  standard. 
And  available  features  like  a 
new  electronically  tuned 
AM/FM  stereo  cassette 
radio  with  5-band  y^jSjk 
graphic  ^41 
equalizer.  /A> 


Extraordinary  value. 

Compare  Cimarron  '83  to 
any  import  in  its  class.  Feature 
for  feature.  Sticker  for  sticker. 
Most  of  all,  compare 
performance  with  a 
demonstration  drive.  See  a 
Cadillac  dealer  soon. 


Personal 
Affairs 


taking  in  Brittany,  Paris,  parts  of  Aus- 
tria and  Germany  and  ending  in  Am- 
sterdam. Per-day  costs  are  under  $35. 

Gerhard's  Bicycle  Odyssey  (4949  SW 
Macadam,  Portland,  Ore.  97201;  503- 
223-2402)  also  offers  tours  to  Europe, 
but  they  are  of  a  more  luxurious  vari- 
ety. Nights  are  spent  at  fine  hotels, 
with  meals  at  fine  restaurants.  A 
small  bus  accompanies  the  tour  carry- 
ing luggage.  The  company  offers  trips 
to  China,  Sri  Lanka  and  New  Zealand 


project.  This  might  involve  diving  in 
Fiji,  birding  in  Surinam,  excavating  in 
ancient  Carthage  or  helping  with  lab- 
oratory animals  in  Sabah,  Malaysia. 

But  you  pay  for  the  privilege  of  con- 
tributing your  talents  to  the  scien- 
tist's efforts.  (Your  costs  can  be  tax 
deductible,  however.) 

Earthwatch  (10  Juniper  Rd.,  Box  127, 
Belmont,  Mass.  02178;  617-489-3030) 
came  up  with  the  idea  of  recruiting 
paying  volunteers  to  do  scientific 
work  for  one  simple  reason:  The  folks 
who  run  it  wanted  to  find  a  new  source 
of  funds.  Their  program  has  proved  to 
be  immensely  popular.  They  first  re- 
cruited in  1971  for  four  expeditions. 
Next  year  they  will  recruit  for  85 
projects  chosen  from  a  total  of  300 
proposals.  Individual  costs  range  from 
$500  to  $2,000. 


There's  more,  or  course.  There  are 
ski-touring  trips,  dog-sledding  trips, 
ballooning  trips,  jeep-trekking  trips, 
offered  by  dozens  and  dozens  of  outfit- 
ters. And  there  are  combination  trips 
Consider  this  as  one  final  example: 

American  Alpine  Institute  (1212  24th 
St.,  Belhngham,  Wash.  98225;  206 
671-1505)  offers  a  four- week  back- 
packing, mountaineering  and  snorkel 
ing  trip  to  New  Zealand.  A  group  of 
ten  people  with  backpacking  experi-^ 
ence  visits  a  penguin  colony,  hiked 
several  days,  learns  glacier  climbing 
skills,  camps  on  a  glacier  reached  by  a 
ski  plane,  cruises  between  the  north 
and  south  islands,  travels  by  trainj 
visits  Maori  villages  and  spends  the 
final  few  days  on  the  beach  snorkeling 
and  scuba  diving.  Cost  of  the  trip: 
$1,980. 


Exploring  caves  in  Bermuda 

In  1983, for  $1,125,  Rumania. 


Aid  from  the  natives  in  the  South  of  France 
Two-wheeler  tours  are  booming. 


as  well  as  Europe.  Per-day  costs  of  the 
Gerhard  trips  are  about  $75. 

Other  companies  offering  bicycle 
tours  include  China  Passage  (302  Fifth 
Ave.,  New  York,  N.Y.  10001;  212- 
564-4099),  which  pioneered  the  bicy- 
cle touring  business  in  China;  Pacific 
Adventures  (P.O.  Box  5041,  Riverside, 
Calif.  92517;  714-684-1227),  which  of- 
fers tours  to  Bali;  Country  Cycling  (167 
W.  83rd  St.,  New  York,'  N.Y.  10024; 
212-874-5152),  which  takes  people  to 
France  and  to  Ireland;  and  Butterfield  & 
Robinson  Travel  (330  Bay  St.,  Suite 
1604,  Toronto,  Ont.,  Canada  M5H 
2S8;  416-864-1354),  which  offers  so- 
called  gourmet  tours  of  France  for  the 
cyclist  with  the  sophisticated  palate. 

Scientific  expeditions.  You  could  do 
something  completely  offbeat  like 
helping  a  scientist  with  a  research 


On  an  Inca  trail  to  Machu  Picchu 


I am  standing  on  the  top  of  a  jagged 
peak  in  the  Andes  mountains  over- 
looking Machu  Picchu,  the  lost 
mountain  city  of  the  Incas,  known  to 
the  outside  world  only  since  1911.  It 
is  not  quite  8  a.m.  The  city  is  still 
nearly  empty,  as  the  buses  bearing 
tourists  have  not  yet  arrived.  I  walked 
here,  from  Cuzco,  at  least  most  of  the 
way,  via  an  old  Inca  trail.  It  was  my 
first  experience  of  a  sweat  vacation. 

Last  night,  after  a  six-day  mountain 
trek,  we  arrived  at  a  hotel  just  outside 
the  gates  of  Machu  Picchu.  It  was  too 
late  to  go  in;  the  gates  were  already 
shut.  But  here  we  were  early  next 
morning,  well  ahead  of  the  crowds. 

Once  inside  the  city,  Chando,  our 
Peruvian  guide,  led  us  briskly  through 


the  streets,  and  then  we  were  climb 
ing  around  and  up  a  steep  Inca  trai 
that  makes  it  perfectly  obvious  wh] 
that  ancient  civilization  didn't  bothe 
with  the  wheel.  A  week  before  I'i 
have  needed  to  pause  every  few  doze: 
steps;  now,  even  at  this  altitude,  V 
barely  winded.  Our  senses  sharpene( 
by  our  ordeal,  we  feel  we've  earnet 
the  experience.  It's  the  kind  of  satis 
faction  you  rarely  get  on  an  ordinar] 
vacation. 

The  group  arrived  in  Lima  12  day 
earlier.  After  a  day  of  sightseeing  an< 
a  night  sampling  pisco  sours  and  cor 
rina.  the  excellent  local  white  fish,  w< 
flew  over  the  mountains  to  Cuzco, 
elevation  11,000  feet.  Cuzco  was  tb 
capital  of  the  vast  Inca  empire  thai 
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This  is  the  kind  of  Christmas  touch  that  will  always 
remembered. 

Hanging  there,  among  the othertree decorations,  is 
t  most  precious  of  gifts— a  real  gold  coin.  What  a 
prise!  Who  wouldn't  be  thrilled! 
And,  as  a  gift,  there  are  four  Krugerrand  sizes  to 
)Ose  from— containing  exactly  1/10  ounce,  1/4 
ice,  1/2  ounce,  and  one  full  ounce  of  pure  gold. 
The  concept  of  four  exact  sizes  was  introduced  as  a 
lvenience  for  investors,  but  it  is  also  a  benefit  for 
rone  who  receives  a  Krugerrand  gift.  For  no  matter 
ich  size  Krugerrand  you  give,  the  owner  can  always 
ire  its  value  simply  by  checking  the  current 
Id  gold-ounce  price  in  the  daily  news 
bers. 

South  African  Krugerrands  are 

commemorative  medal 
s.  They  are  legal  tender 
is  in  their  country  of  origin 
i  are  minted  each  year  as  a 
"i  for  gold  owners.  They  are 


sold  worldwide  and  are  by  far  the  most  sold  gold  coins  in 
the  world. 

You  can  buy  your  Christmas  Krugerrands  right  now 
at  many  local  coin  dealers,  at  precious  metals  com- 
panies and  at  selected  banks  and  brokerage  firms.  Just 
call  the  toll-free  number  below  for  the  outlets  nearest  you. 

You  can  also  consider  buying  a  Krugerrand  and 
having  it  mounted  to  be  worn  as  jewelry— in  a  pendant,  a 
ring  or  a  bracelet— many  jewelers  are  equipped  to  do 
this  and  carry  mountings  to  fit  all  Krugerrands. 

Christmas  is  a  tradition  that  has  endured  through 
the  ages,  and  gold,  through  the  ages,  has  been  man's 
enduring  precious  metal. 

No  gift  at  Christmas  is  more  appropriate. 

FOR  THE  NAMES 
OF  KRUGERRAND  DEALERS 
NEAREST  YOU  CALL 
800-526-7843  EXT.  0010 
(IN  NEW  JERSEY,  CALL 
800-522-4503) 


©  1982  International  Gold  Corporation  Ltd. 


KRUGERRAND  GOLD  COINS 

The  world's  best  way  to  own  gold. 
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once  covered  380,000  square  miles 
from  Quito  in  Ecuador  to  Santiago, 
Chile.  It  is  a  good  place  to  get  used  to 
thin  mountain  air.  We  spent  three 
days  there  running  rapids  on  the  Uru- 
bamba  River  and  climbing  over  the 
ruins  of  once-mighty  Inca  fortresses 
and  temples  destroyed  by  16th-cen- 
tury Spaniards. 

By  the  time  we  departed  in  an  open 
truck  for  the  trail  leading  to  Machu 
Picchu,  all  traces  of  alti- 
tude sickness  were  gone 
and  so  was  the  awkward- 
ness among  people  who 
started  as  strangers  but 
were  so  no  longer.  Con- 
viviality had  set  in.  Ex- 
cept for  a  16-year-old  from 
Boston  who  was  sophisti- 
cated enough  to  pass  for 
35,  I  and  my  six  fellow 
travelers  were  profession- 
als who  had  done  consid- 
erable traveling:  a  lawyer 
who  recently  climbed 
Kilimanjaro  in  Tanzania; 
a  computer  specialist  who 
bicycled  from  Europe  to 
China,  hiking  in  Nepal 
along  the  way;  a  satellite 
designer  who  hiked  in 
Germany  and  Japan  when 
living  in  those  countries; 
a  psychologist  who  spent 
the  previous  month  hik- 
ing in  Ecuador  and  visit- 
ing the  Galapagos;  and  a 
typographer  who  had 
hiked  all  over  the  U.S. 

I  was  the  only  tender- 
foot, having  never  hiked 
or  camped  before;  my  most  trying  pre- 
vious travel  consisted  of  bouncing 
around  in  jeeps  in  such  places  as  Su- 
matra and  Sulawesi.  What  was  I  doing 
here?  Good  question,  but  here  I  was. 
At  any  rate  the  crew  did  most  of  the 
heavy  work;  we  pitched  in  a  bit  with 
the  tents  and  we  carried  only  our 
smallish  day  packs. 

We  made  camp  early  the  first  day 
and  had  time  for  local  hiking,  watch- 
ing the  neighboring  Indians  and  being 
watched  by  curious  children. 

The  first  day  of  actual  hiking,  we 
had  been  warned,  would  be  a  long  one. 
We  started  about  8:30  on  the  road 
where  the  truck  had  stopped  and  as- 
cended at  a  fairly  gentle  angle  at  first. 


As  the  morning  wore  on,  the  trail  got 
steeper  and  rockier  and  much  less 
populated.  I  had  trouble  keeping  up. 
Chando  gave  mc  pointers  on  how  to 
breathe.  "Take  three  short  breaths  in 
and  three  out  when  you're  actually 
climbing,"  he  advised.  "The  .rest  of 
the  time  breathe  deeply  as  you  would 
in  hatha  yoga.  And  don't  stop." 

But  the  others  were  soon  far  ahead 
of  me,  and  Chando  recommended  I 
ride  for  a  while.  By  late  afternoon  I 
had  become  quite  attached  to  my  big 
brown  horse,  Turko.  Later,  as  the 
weather  changed  from  warm  and  sun- 
ny to  cool  and  rainy  and  then  cold 
with  hail,  we  had  one  spectacular 
view  after  another  of  the  two  20,000- 
foot  mountains  that  we  would  pass 
between. 


The  trail  was  rarely  easy.  Choket 
with  rocks  and  tree  roots,  it  went  u] 
as  well  as  down  and  sometimes  righ 
through  streams.  My  legs  often  ached 
but  the  pleasure  of  hiking  was  stil 
intense.  And  there  were  rewards 
Mountains  and  valleys  so  steep  and  s( 
flat  that  the  very  words  took  on  nev 
meanings;  two  rivers,  the  Urubamb 
and  the  Santa  Teresa,  rushing  an< 
tumbling;  the  foliage  that  got  thicke 
and  greener  as  we  hiked  down  fron 
the  pass  into  tropical  areas  where  ba 
nana,  coffee,  papaya  and  avocado  tree 
flourished. 

Finally  we  arrived  at  the  dusty  Indi 
an  town  of  Santa  Teresa  and  waite< 
for  the  train  to  Machu  Picchu.  W< 
were  approaching  the  deserted  moun 
tain  city  from  the  same  directioi 


Machu  Picchu  at  dusk 
Walking  there  is  half  the  fun. 


Thanks  to  Turko,  I  reached  the 
campsite  at  about  3:30,  the  first  to 
arrive.  Joan,  a  very  experienced  hiker 
and  camper,  arrived  only  a  few  min- 
utes later.  Then  the  others  trickled  in, 
with  the  last  two  arriving  about  5:30. 
The  hot  tea  went  down  well. 

On  the  second  day  we  went  through 
the  pass  some  15,500  feet  above  sea 
level,  and  began  descending.  At  that 
point  I  gave  up  my  horse.  I  still  lagged 
the  group  but  not  enough  to  cause 
problems.  I'm  only  39, 1  exercise  every 
morning,  swim  and  play  tennis  every 
week,  but .  .  .  sweat  vacations  aren't 
like  lying  on  the  beach.  But  after  the 
second  morning  I  stayed  on  my  feet; 
you  harden  fairly  quickly. 


Hiram  Bingham  did  when  he  found  i 
in  1911,  unlike  most  tourists  wh< 
come  in  by  rail  from  Cuzco.  Om 
hour  later,  we  disembarked  for  ; 
small  bus  that  snaked  its  way  up  th< 
mountain  to  the  comfortable  govern 
ment-run  hotel  at  Machu  Picchu.  An 
other  day  in  Cuzco  and  another  ii 
Lima  and  we  go  our  separate  ways 
We  have  become  close  and  are  all 
ready  planning  a  reunion. 

When  I  return  to  my  office  I'n 
$2,600  poorer,  counting  the  cost  o 
equipment  and  souvenirs,  but  I  feel  a 
if  I  have  been  away  for  two  years 
rather  than  two  weeks.  That's  what 
vacation  should  feel  like. — J.A.B. 
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'HRISTMAS  DAY.  You  sipped  your  last  few  precious  drops  of  Grand  Marnier 

ten  minutes  ago.  But  not  to  worry,  for  there, beneath 
the  tree,  you  notice  a  rather  distinctive  shape 
which  just  happens  to  bear  your  name. 
And,  well,  it  has  been  Christmas 
Dav  for  one  whole  minute.  .. 


DductotFrance  Made  with  fine^gnaG  brandy  80  proof  Carillon 


What  happens 
whenyougoto 
work  with  an 
Osborne  Personal 
Business  Computer: 

You  get  more 
work  done. 

Today,  the  Osborne  1 
Personal  Business  Computer 
sells  for  $1795.  Complete. 
Including  software. 

The  Osborne  is  port- 
able, because  your  ideas  don't 
always  happen  at  the  office. 
The  Osborne  is  affordable, 
there's  no  reason  to  wait. 


Dollar  for  dollar,  no  other  com- 
puter comes  close. 

The  Osborne  is  easy  to 
learn,  fun  to  use,  and  quickly 
becomes  indispensable. 

A  visit  to  your  local 
authorized  Osborne  computer 
retailer  will  convince  you  that 
today,  more  than  ever,  how  fast 
you  go  up  depends  on  which 
buttons  you  are  pushing. 


For  your  nearest  dealer, 
call  (in  California)  800  772-3545 
ext.  905;  (outside  California)  call 
800  227-1617 


The  Osbome  is  complete.     ext.  905. 


COMPUTER  CORPORATION 


The  $1795  suggested  retail  price  tor  the  Osborne  1  (a  trademark  of  Osborne  Computer  Corporation)  includes  a  full  business  keyboard,  built-in  CRT  display,  two  built-in  floppy  disk  drives. 
".PU  and  64  kilobytes  ot  RAM  memory.  RS-232  and  IEEE  488  interfaces,  and  the  following  software  packages  WORDSTAR"  word  processing  with  MAILMERGE*  (a  registered  trademark 
of  MicroPro  International  Corporation  of  San  Rafael.  California!,  SUPERCALC*  electronic  spreadsheet  system  (a  trademark  ot  Sorcim  Corporation),  MBASIC  (a  registered  trademark  ot 

Microsoft),  and  CBASIC*.  CP/M*  (registered  trademarks  ot  Digital  Research,  Inc  )    dBASE  anddBASE  I]  are  trademarks  ot  Ashlon  Tate  Inc 


The  Forbes/Wilshire  5000  Review 


1750— 


Market  Value  of  Wilshire  5000: 
$1,443.2  billion  as  of  11/12/82 


-Wilshire  5000  equity  index  I 
;  The  total  price  of  all  stocks  for  ~ 
■  which  daily  quotations  are  
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-  Dow  Jones  industrial  average 

The  total  price  of  30  blue-chip  industrial 
"  stocks,  adjusted  to  reflect  splits. 
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12 -month  close  up 


Percent  change  in  last  twc  weeks 


U,UJJJ,",U.Uh 


Between  the  buttons.  The  late-summer  rally  helped 
{propel  the  Dow  ahead  of  all  major  indicators,  with  a 

21.5%  52-week  gain.  But  over  the  last  month  the  average 
|  maintained  a  volatile  course,  with  frequent  double-digit 
j  gains  or  declines  on  high  trading  volume.  The  Dow  shows 
:  a  modest  four- week  gain  of  4. 7% .  Other  measures  of  blue- 
!chip,  large-capitalization  stocks — the  NYSE  and  the 

Forbes  500— performed  in  line  with  the  Dow. 

On  the  other  hand,  the  NASDAQ  was  up  almost  14% 
iand  the  Amex  more  than  8%;  they  led  the  rest  of  the 
Imarket  over  the  last  month.  For  the  two  weeks,  NASDAQ 


and  Amex  issues  were  up  9.4%  and  6.3%  respectively, 
while  the  Wilshire  was  up  5.3%  and  the  Dow  4.9%. 

The  market  focus  data  show  investor  preference  for  the 
extremes  of  the  market,  with  riskier  speculative  issues 
having  somewhat  of  an  edge  over  higher-quality  securi- 
ties. While  the  overall  market,  as  measured  by  the  Wil- 
shire, is  up  5.9%  over  the  last  month,  high-volatility 
stocks  gained  18.9%  and  high-growth  stocks  advanced 
19.2%.  On  the  other  hand,  low-volatility  and  low-growth 
stocks  outperformed  the  market  by  only  a  small  margin, 
as  did  high-yield  equities. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Percent  change 

Wilshire 

Forbes 

Dow  (ones 

NYSE 

Amex  Market 

NASDAQ 

5000 

500 1 

industrials 

Composite 

Value  Index 

Composite 

in  last  4  weeks 

5.9 

4.4 

in  last  52  weeks 

12.9 

NA 

21.5 

Stock  performance  based  on  five  key  investor  yardsticks 


Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

18.9 

6.2 

14.4 

16.1 

"'. 

17.5 

in  last  52  weeks 

31.8 

22.1 

12.4 

40.8 

21.3 

41.4 

I  ^A:  Not  available 
Based  on  sales. 

A  stock's  sensitivity  to  overall  market  movement  High  volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
'A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Sote  All  data  tor  periods  ending  11/12/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif 
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Where  The  Action  Is 


Leaders  and  laggards.  Technology  issues  (particularly 
over-the-counter)  continue  strong,  reinforced  by  the  trend 
into  volatile  and  high-growth  stocks.  But  investors  are 
getting  more  selective.  While  the  Wilshire  is  ahead  12.9% 
over  the  last  52  weeks,  the  consumer  durables  group  is  up 
50.5%;  consumer  nondurables  and  services,  ahead  35.7%. 


Meanwhile,  raw  materials  and  capital  goods  and  services, 
which  performed  close  to  the  market  averages  over  the 
last  year,  show  more  strength  than  the  market  over  the 
last  two  weeks.  These  sectors,  in  particular,  are  two  areas 
of  opportunity  for  investors  who  are  willing  to  speculate 
on  the  prospects  of  a  near-term  economic  recovery. 


Percent  change  in  last  52  weeks 


GO 


Percent  change  in  last  two  weeks 


Capital  goods 
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Consumer  durables 
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Consumer  nondurables  and  services 
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What  The  Analysts  Think 


Dead  in  the  water.  For  the  moment,  analysts  are  making  unchanged  from  two  weeks  ago.  The  current  opinion  on 
few  changes  in  their  buy-sell  opinions.  The  consensus  for  technology  and  utilities  is  slightly  better  than  the  previous 
all  stocks  and  the  ranking  of  nine  business  sectors  is    one,  while  consumer  durables  suffered  a  slight  setback. 


The  experts'  consensus 

2.32 

2.40 

2.48  - 

2.56           '  "-m^ 

2.64 

2.72 

1     I     I     i     1  i 

i     i     I     I     i     1    I  1 
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Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  ago 

1 

Technology 

2.42 

l 

1 

2 

Capital  Goods 

2.55 

2 

4 

3 

Utilities 

2.65 

3 

2 

4 

Energy 

2.75 

4 

7 

5 

Finance 

2.76 

5 

i 

6 

Consumer  Non-Durables 

2.79 

6 

5 

7 

Transportation 

2.80 

7 

8 

8 

Raw  Materials 

2.81 

8 

6 

9 

Consumer  durables 

2.95 

9 

9 

Opinion  ratings  are  ranked  on  a  scale  of  1  (strong  buy!  to  5  (strong  sell).  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groups 
views  of  200  institutional  analysts  The  consensus  of  opinion  graph  is  the  composite     graphed  above  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  11/12/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Why  a  new  phone  system  in  Stuttgart 
should  interest  investors  on  Wall  Street 


n  the  German  cities  of 
Stuttgart  and  Heilbronn,  an  extraor- 
dinary new  telephone  system,  in 
operation  within  the  public  network, 
s  being  evaluated. 

It's  called  System  12™-and 
the  Deutsche  Bundespost,  the 
German  telephone  administration, 
is  looking  to  it  to  meet  their  needs 
far  into  the  future. 

Germany  is  the  latest  in  the  list 
of  countries  to  recognize  the 
advantages  of  System  12  (Belgium 
and  Mexico  have  trial  systems  in 
operation).  To  date,  over  2,250,000 
equivalent  lines  are  on  order  or 
installed  in  countries  around  the 
world. 

What  makes  System  12  so 
remarkable— besides  the  fact  that 
it's  fully  digital— is  a  radical,  new 
design  called  fully  distributed  con- 
trol, that  allows  the  telephone  net- 
work to  grow  or  change  almost 
without  limit. 

This  unique  design  was  devel- 
oped by  a  brilliant  group  of  engi- 
neers from  nine  countries.  The  kind 
of  people  who  can  make  a  com- 
pany a  very  sound  investment. 

The  company  they  work  for? 
ITT.  International  Telephone  and 
Telegraph  Corporation. 

At  ITT  we're  investing  in 
the  future. 


lational  Telephone  and  Telegraph  Corporation.  320  Park  Avenue.  New  York.  New  York  10022 


Oils  out;  building  and  construction  still  in. 


Stocks  for 
the  mid-Eighties 


By  T.  Rowe  Price 


T|hose  readers  who  followed  T. 
Rowe  Price's  advice  in  our  issue 
of  Nov.  9,  1981  have  enjoyed  a 
gain  of  nearly  24%  as  against  a  14% 
gain  for  the  market  represented  by  the 
Wilshire  5000. 

No  surprise,  though:  Rowe  Price 
has  been  outperforming  the  market 
for  a  half  century.  In  a  business  domi- 
nated by  group-think  he  has  always 


thought  for  himself.  He  doesn't  try  to 
outguess  the  market.  Instead  he  looks 
for  what  he  calls  "fertile  fields"  and 
sows  his  investment  money  there.  He 
has  an  eye  for  finding  fertility  where 
others  see  barren  and  arid  soil. 

His  last  Forbes  list  raised  eye- 
brows. A  quarter  of  his  choices  were 
building  and  construction  stocks, 
then  in  almost  total  disfavor  on  Wall 
Street.  Many  of  these  stocks  have 
since  been  spectacular  performers,  far 


outperforming  the  market. 

Although  seriously  ill  recently,  the 
nation's  most  distinguished  invest 
ment  counselor  has  provided  Forbes 
with  a  new  list  that  reflects  his  latest 
investment  thinking.  It  tells  which 
stocks  he  has  dropped  from  his  year 
ago  list  and  which  stocks  have  re 
placed  them. 

I  have  made  some  major  changes  ir 
my  stocks  in  "60  Stocks  for  the  1 980s. 
The  list  includes  some  of  my  oldes 


Sixty  for  the  Eighties 


This  is  T.  Rowe  Price's  latest  portfolio  for  the  1980s.  It 
contains  60  stocks.  Note  that  one-third  of  the  stocks 


carry  a  bullet  before  their  name;  these  are  the  listings 
he  considers  "best  values  for  the  months  ahead." 


Building  &  Construction 

•  Alico 
Fluor 

•  Georgia-Pacific 
Roger  Properties 
Lowe's  Cos 
Morrison-Knudsen 
Newhall  Land  &  Farming 
Parsons  Corp 

Payless  Cashways 

•  Philips  Industries 
Union  Camp 

•  Weyerhaeuser 

Cable  TV  &  the  Media 

Cox  Cable  Comm 
Scientific-Atlanta 
Texscan 
Times  Mirror 
Viacom  International 

Drug  Chairis 

•  Eckerd  (Jack) 

•  Rite  Aid 


32  Vi 
22 
24% 
15% 

31% 

26% 

33  Vi 
2Wa 
43 
29  »/4 
65% 
357/« 


42!A 
15% 
20% 
64  V2 
32% 


26% 
48% 


Manufactured  Housing 

•  Champion  Home  Builders 

•  Fleetwood  Enterprises 

•  National  Homes 

•  Oakwood  Homes 
Zimmer  Homes 

Metals 

ASA  Ltd 
Callahan  Mining 
Campbell  Red  Lake  Mines 
Dome  Mines 
Driefontein  Consolidated 
Kloof  Gold  Mining 
Newmont  Mining 
Stilfontein  Gold  Mining 
Vaal  Reefs  Exp  &  Mining 

Pharmaceutical  &  Health 

American  Hospital  Supply 

•  CR  Bard 

•  Baxter  Travenol  Laboratories 
Johnson  &  Johnson 

•  Merck 
Pfizer 


Scientific  &  Technical  Enterprises 

4%         EG&.G  27 

34  General  Electric  905/ 

6V2       •  Harris  Corp  373/ 

3914         Hewlett-Packard  70V 

19'/2         Honeywell  1021, 

Perkin-Elmer  303/ 

Schlumberger  39 

51%         Square  D  34V 

I6V2       •  Thomas  &  Betts  54^ 

18'/s         Wang  Laboratories  "B"  53 

9% 

24%  Miscellaneous 


31% 

•  Ball  Corp 

233 

44  Vi 

Avery  International 

39', 

13'/4 

Eastman  Kodak 

91 1 

73% 

•  Kinder-Care  Learning  Centers 

it\ 

3M 

75  \ 

•  Penn  Central 

27s 

42  Vi 

.  PepsiCo 

42" 

44% 

•  Philip  Morris 

59 1 

49% 

Union  Pacific 

45 

47>4 

•  Waste  Management 

49. 

85  Vi 

Winnebago  Industries 

13 

73  Vs 

Note:  Stock  prices  as  of  Nov.  1 5.  1982 
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HOW  TO  PICK  A 
PLANT  SITE  FOR  THE 
LONG  HAUL. 


•i  i 

j  COVER  LOTS 
UOF  GROUND. 

[b  find  the  property  that's 
ght  for  you,  you'll  want  to 
fse  and  compare  many 
tes  and  areas.  And  as  the 
ation's  longest  railroad, 
urlington  Northern  can  offer 
du  a  wide  variety  of  choices 
the  25  states  we  serve.  You  can 
-ipnsider  both  our  substantial  real 
ktate  holdings  and  those  of  private 
jsvelopers  with  whom  we  work 
osely.  We  have  sites  in  or  near  most 
iajor  markets  from  Canada  to  the 
ulf,  and  from  the  Pacific  Northwest 
)  Alabama  and  Florida. 


-i 


{•SEE  THE  SITES. 

fjS  you  narrow  your  search,  youll  want 
(ii  li  take  a  look  at  specific  properties 
|  tad  areas.  If  we  can  help  get  you 


there  or  facilitate 
your  inspection,  please  give 
us  a  call.  We're  here  to  help. 

3 TAKE  ADVANTAGE 
•  OF  LOCAL  EXPERTS. 

You'll  need  information.  Good 
information  keyed  to  local  areas.  Like 
the  labor  supply.  Power  and  water 
supply  and  rates.  Tax  laws.  Zoning 
laws.  Location  of  natural  resources. 
Proximity  to  transportation.  Govern- 


i)onald  A.  Cowles 

j 510  Third  Avenue 
Seattle,  WA  98101 
•206)  625-6424 


Robert  E.  Munn 

1405  Curtis  Street 
Denver,  CO  80202 
(303)  458-4346 


ft 

Blane  L.  Pound 

175  N.  27th  Street 
Billings,  MT  59101 
(406) 256-4346 


William  R.  Hessi 

906  Olive  Street 
St.  Louis,  MO  63101 
(314)  342-8510 


).  Jay  Norman 

•30  Second  Avenue 
limneapolis,  MN 
5401 

512)  370-3346 


Raymond  J. 
Townsend 

547  W.  Jackson  Blvd. 
Chicago,  IL  60606 
(312)  435-4346 


Norman  G.  Brooks 

P  O.  Box  943 

Fort  Worth,  TX  76101 

(817)  390-9150 


Richard  G. 
Weidner,  Mgr. 
Nat'l  Accounts 
906  Olive  Street 
St.  Louis,  MO  63101 
(314)  342-8465 


mental  climate.  In  short,  you  need 
a  local  expert.  And  here's  how  you 
get  one.  Call  or  write  any  of  our 
representatives  listed  below.  Or,  if 
you  prefer,  call  Ernie  Grinnell, 
Vice  President,  or  Ed  Riebow, 
Director  of  Field  Operations,  in  St. 
Paul,  at  (612)  298-2346. 

4 KEEP  IT  STRICTLY 
•  CONFIDENTIAL. 

We've  been  in  the  plant  location 
business  for  a  good  long  time.  Our 
trained,  experienced  staffs  understand 
the  importance  of  keeping  your  plans 
and  activities  completely  confidential. 
So  that's  exactly  what  we  do. 

We  can't  take  all  the  hassle  out  of 
plant  site  selection.  But  we  can  make 
it  a  lot  easier.  Just  give  us  a  call. 


BURLINGTON 

NORTHERN 

RAILROAD 


Industrial  Development  Department 
Room  C1282 
176  East  Fifth  Street 
St.  Paul,  Minnesota  55101 


It's  a 
nam* 

worth 
remembering. 


What's  in  a  name?  Maybe  nothing.  But  very  few 
no-load  mutual  funds  are  as  appropriately  named 
as  this  one:  Growth  Investors.  During  the  10-year 

   period  from  October  31,  1972  to  October  31, 

fl  C|  HIP  1982,  a  $10,000  investment  in  this  fund  would 
ilWllV  have  increased  in  value  to  $66,716  for  an  an- 
nual compound  growth  rate  of  20.9%*  (as- 
suming investment  income  and  capital  gains 
distributions  were  rein- 
vested). It's  a 
name  worth 
remembering. 

Want  to  know  more?  Write  or  call  for  a  free  prospectus  that  includes 
information  about  our  three  funds  (Growth  Investors,  Select  Inves- 
tors, and  Ultra  Investors)  as  well  as  details  on  any  applicable  charges 
or  expenses.  Please  read  the  prospectus  carefully  before  investing. 

'Market  conditions  fluctuate  and  this  figure  is  not  necessarily  an  indication  of  future  performance. 

GROWTH  INVESTORS  •  A  No-Load  Mutual  Fund 


Please  send  a  free  prospectus  to: 

Name  

Address  

City  


State 


P.O.  Box  200,  Kansas  City,  Mo  64141  (816)  531-5575 


FOR  THE 

AGGRESSIVE  INVESTOR 


FINANCIAL  DYNAMICS  FUND,  INC. 


An  ideal  choice 
for  today's  investment  climate. 

•  No  sales  charge  •  No  withdrawal  fee  •  Free  telephone  exchange 
Call  Free  1/800/525-8085  in  Continental  U.S.  In  Colorado,  call  779-1233,  collect. 


Financial  Programs,  Inc.,    P.O.  Box  2040,  Denver,  CO  80201 

For  more  complete  information  about  Financial  Dynamics  Fund,  Inc.,  including  manage- 
ment fee  charges  and  expenses,  call  or  write  for  free  prospectus.  Read  it  carefully  before 
sending  money  or  investing. 


Name . 


Address . 


City. 


State. 


Zip. 


4-FO-2-222FR2-50 
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holdings,  such  as  Merck,  which  once 
cost  27k  a  share,  now  85 'A,  and  is  still 
recommended.  Stocks  purchased  in 
the  last  two  or  three  years,  such  as 
those  included  in  Manufactured  Hous- 
ing, have  had  dynamic  growth. 

The  primary  purpose  of  this  article 
is  to  discuss  the  elimination  of  oil 
stocks,  which  no  longer  meet  my  re- 
quirements for  approval.  There  are 
many  exceptions  among  the  oil 
stocks,  but  once  an  industry  no  longer 
meets  my  requirements  for  growth,  I 
think  it  advisable  to  avoid  all  invest- 
ments in  it. 

I  am  eliminating  the  following  five 
oil  stocks:  Dome  Petroleum,  Exxon, 
Shell  Oil,  Tosco  and  Union  Oil  of 
California.  Union  Pacific  is  being 
transferred  to  Miscellaneous;  Magma 
Power  no  longer  has  an  active  market. 
I  am  also  eliminating  Black  &  Decker, 
because  I  do  not  think  it  has  the  ,| 
growth  possibilities  it  had  in  the  past 


Rowe  Price  doesn't  try  to  out 
guess  the  market.  Instead  he 
looks  for  what  he  calls  "fer 
tile  fields"  and  sows  his  in- 
vestment money  there.  He 
finds  fertility  where  others 
see  barren  soil. 


and  because  other  stocks  are  more 
attractive. 

I  am  adding  six  new  companies:  Ba! 
Corp.,  Baxter  Travenol,  Kinder-Care 
Learning  Centers,  Champion  Home 
Builders,  National  Homes  and  Philij 
Morris. 

Du  Pont  is  now  more  of  an  oil  com 
pany  than  a  chemical  one.  Unde 
these  circumstances  I  have  decided  to 
eliminate  Du  Pont  and  to  add  Aver« 
International. 

I  have  marked  with  a  bullet  thos 
stocks  that  I  consider  will  be  the  bes 
values  during  the  months  ahead 
Some  of  them  are  the  older  companie 
and  some  are  the  new,  dynamit 
growth  companies. 

As  for  the  big  picture,  the  cracks  an 
in  the  walls  for  Reaganomics.  It  seem 
obvious  that  President  Reagan  wilj 
not  reduce  deficits  of  over  $100  hi 
lion  a  year  sufficiently  in  1983  am 
1984  to  prevent  a  new  round  of  infla 
tion,  and  it  may  be  necessary  to  cal 
for  a  further  deficit  in  1985,  originall 
planned  for  a  balanced  budget.  As  th 
public  and  Congress  realize  thi 
President  Reagan's  plans  for  econom 
ic  recovery  will  collapse.  Meanwhile 
the  rejuvenation  of  a  Democratic  Pai 
ty  is  under  way.  It  will  be  led  by  Joh 
Glenn,  who  in  my  opinion  will  be  ou 
next  President.  ■ 
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w  monthly 
irvival  kit  in  business. 


ixes.  Government  regulations.  Foreign  trade 
Is.  All  these  government  policies  affect  the 
survival  of  your  business.  So  to  make  your 
s  plans,  you  need  to  know  where  government 
il|  and  where  government's  going.  You  need 
's  Business  magazine. 

tion's  Business  is  the  only  monthly  magazine 
ed  to  covering  federal  actions  affecting  busi- 
/e  give  you  a  unique,  insightful  perspective  that 
•u  how  to  profit  from  what's  happening  to  busi- 
Washington.  Because  while  government  policy 
3se  a  plant,  it  can  also  open  a  new  industry, 
icause  we  look  ahead  at  developing  trends,  we'll 
1  how  to  be  ready  for  the  decisions  before  they 

r  publisher  is  the  largest,  most  powerful  voice  for 
s  in  Washington:  The  U.S.  Chamber  of  Commerce, 
lamber  advocates  what's  good  for  business,  and  so 
Using  the  Chamber's  hundreds  of  issue  experts,  we 
vVashington's  happenings  for  the  inside  information 
ind  nowhere  else.  So  we  can  give  you  objective  report- 
s  opinions  that  keep  you  on  the  cutting  edge  of  busi- 
ivism. 

ou  want  to  stay  ahead  in  business,  subscribe  to  Nation's 
s.  It  will  help  you  survive. 


Business  Advocate 


IB 

id 

A 

bei 


Please  start  my  subscription  to  Nation's  Business,  one  year, 
12  issues  for  $22  or  only  $35  for  two  years— a  $9  savings. 


forb/82 


Name . 
Title  _ 


Company 


Product  or  Service  . 


Please  send  Nation's  Business  to  the  address  below.  This  is  my  home       My  off  ice  □ 


Street . 


City 


Suite . 


Zip . 


Bill  me  Payment  Enclosed  □  VISA  □  MasterCard  American  Express  □ 
No  Exp.  Date  

Nattart  Business 

Chamber  of  Commerce  of  the  United  States 
P.O.  Box  1200.  Washington,  D.C.  20013 


NOTE:  l-yr.  subscription  in  Mexico 
or  Canada  is  $33.  California  and  District  of 
Columbia  residents  add  sales  tax. 


Statistical  Spotlight 


The  Stock  Omit  Screen  passed  "the  big  test. " 
So  were  back  with  another  challenge. 


Round  two 


By  Steve  Kichen 

I ast  fall  (Forbes,  Sept.  28,  1981) 
_Tom  Nourse  ran  his  cash-flow- 
■  based  Stock  Omit  Screen 
against  44  high-P/E  stocks,  and  he 
came  out  a  winner.  While  the  NYSE 
gained  less  than  15%,  the  18  issues 
that  passed  Nourse's  rigid  test  out- 
performed the  market  by  a  3-to-l  mar- 
gin with  an  average  gain  of  45%.  The 
fail  portfolio  gained  only  21%. 

The  star  of  the  pass  portfolio  was 
Wal-Mart  Stores,  up  148.5%.  But  Ash- 
land Oil  passed  the  screen  and  lost 
16.2%,  while  Fleetwood  Enterprises 
failed  the  screen  and  gained  215%. 

Explains  Nourse:  "Fleetwood  has 
been  making  a  brilliant  increase  in 
performance  over  the  last  three  years, 
but  my  screen  looks  at  five  years' 
worth  of  data.  But  for  every  Fleetwood 
that  gets  away,  look  at  the  stocks  in 
the  fail  portfolio  that  are  still  far  be- 
hind despite  the  surge  in  the  market." 

San  Diego-based  Nourse  got  into 
the  field  of  stock  selection  through 
the  back  door.  As  a  consultant  his 
main  interest  was  in  cash  flow  and 
better  measures  of  performance  than 
inflation-distorted  earnings.  But  after 
publishing  his  first  voluminous  Com- 
parative Business  Performance  Reports 
he  was  urged  by  clients  to  apply  his 
research  and  data  to  selecting  stocks. 

Nourse  embarked  on  his  quest  by 
back-testing  stock  lists.  He  conducted 
an  ambitious  study  of  Value  Line  l>i- 
vestment  Survey  stocks  ranked  1  for 
Timeliness  on  or  about  Aug.  1  each 
year  for  the  period  1 973  to  1 98 1 .  After 
"holding"  the  stocks  for  a  year, 
Nourse's  pass  portfolio  had  an  average 
annual  gain  of  25.3%,  vs.  13.4%  for 
the  fail  portfolio. 


A  cornerstone  of  the  Stock  Omit 
Screen  is  a  comparison  of  two  differ- 
ent types  of  cash  flow.  First  is  the 
well-known  earnings  plus  depreci- 
ation. The  second,  more  conservative, 
measure  is  "actual"  cash  flow.  Incre- 
mental— present  year  versus  previous 
year — investment  in  plant,  equip- 
ment, inventory  and  receivables  is 
subtracted  from  aftertax  earnings. 

Another  important  element  is 
Nourse's  Performance  Factor,  which 
evaluates  sales  growth,  earnings,  cash 
flow,  incremental  investment  and 
long-term  debt,  investment  growth, 


Screen  tests 


Companies  that  "pass"  Tom 
Nourse's  screening  criteria  do 
better  than  the  averages. 


Average  percent  change 


I    I   I    I  I  I    !    I    I    I  I    I    I    I  I  I 
1981  1982 


depreciation  and  dividends.  In  the  fol- 
lowing table  the  performance  factor  of 
each  firm  is  compared  to  the  average 
for  a  1,000-firm  industrial  aggregate. 
Nourse:  "A  company  like  Mary  Kay — 
with  a  performance  factor  of  very 
high — has  great  staying  power  in  tur- 
bulent times." 

"Normalized  cash  flow  to  funds  re- 
quirement" (NCFFR)  measures  earn- 
ings after  taxes  plus  depreciation,  di- 
vided by  dividends  and  incremental 
investment.  Nourse  smoothes,  or  nor- 
malizes, this  figure  by  making  the 
assumption  that  in  the  long  run  the 
rate  of  growth  in  investment  for  each 
company  is  the  same  as  the  rate  ofj 
growth  in  sales.  Thus  he  can  compare! 
all  firms  on  the  same  basis. 

According  to  Nourse,  the  higher  the 
NCFFR  and  the  growth  rate,  the  bet- 
ter the  company.  But  the  best  compa- 
nies also  have  good  performance  fac- 
tors because  the  performance  factor 
considers  quality  of  earnings  and  the 
reinvestment  rate.  Nourse  deter- 
mines quality  of  earnings  by  examin- 
ing such  items  as  investment  require- 
ments, debt  level  and  relationship  of 
earned  to  accounting  cash. 

Nourse's  industrial  aggregate  data 
show  a  growth  rate  of  13.4%  and  an 
NCFFR  of  1.16  for  the  average  com- 
pany. "Normalized  cash  flow  goes 
down  1 7.5%  for  every  10%  increase  in 
sales  growth  rate,"  adds  Nourse.  "A 
rapidly  growing  company  unaware  ol 
this  relationship  can  suddenly  find  it- 
self in  a  severe  bind." 

Each  company  studied  by  Nourse  is 
assigned  into  one  of  four  "strategic 
positions":  Invest,  Protect,  Maintair 
or  Review.  High-growth  companies 
with  outstanding  sales  and  above-av 
erage  profit  performance,  typicall) 
end  up  in  Invest.  Such  firms  also  have 
the  highest  level  of  reinvestment  anc 
a  moderate  degree  of  leverage. 

Nourse's  conservative  actual  cash 
flow  measurement  shows  that  Inves' 
companies  have  negative  cash  flowsi 
But  many  Invest  companies  can  pas: 
the  screen  because  it  tolerates  a  lowe: 
performance  factor  for  the  Invest  posi 
tion.  Nourse  notes,  "History  show: 
that  Invest  companies  are  typicalh 
the'  best  stock  performers." 

A  Protect  company  isn't  reinvest 
ing  as  intensely  as  an  Invest  company 
But  on  the  other  hand  it  is  not  a: 
leveraged  as  its  cash  flow  is  positive. 

"Even  though  Maintain  is  a  les 
desirable  position,  a  high  or  signif 
icantly  improving  performance  facto 
will  let  such  a  company  pass  thi 
screen,"  notes  Nourse.  A  Maintaii 
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/tnerfltust 

THE  STRONG  BANKERS 


America's  strongest  big  bank  is  exporting  Ohio  to  the  world.  And  Ohio  is  the  third 
irgest  exporting  state  in  the  Union.  So  the  bank  that  finances  nearly  twice  as 
men  in  domestic  exports  as  its  nearest  Ohio  competitor  must  be  pretty  good  at 
loing  business  overseas.  So  when  you  want  a  strong  international  banker,  call 
Ben  Bailey.  (216)  687-5674.  AmenTrust.  Cleveland,  Ohio. 


Statistical  Spotlight 


company  is  reinvesting  enough  and 
showing  enough  actual  cash  flow  to 
hold  its  own,  but  not  much  more. 

The  least  desirable  strategic  posi- 
tion is  Review.  Review  firms  are  us- 
ing cash  but  not  reinvesting  at  a  suit- 
able level  and,  generally,  are  highly 
leveraged.  Nourse  concedes  that  as  a 
group  Review  firms  are  widely  dis- 


persed between  very  good  and  very 
poor  market  performance  and  he  is 
still  searching  for  a  way  to  separate 
the  two  extremes.  By  definition,  all 
Review  firms  fail  Nourse's  screen. 

Last  year  we  noted  that  Dana  Corp., 
an  Invest  company  that  passed  the 
screen,  should  be  a  top  performer. 
Since  that  article,  Dana  gained  38.6%, 
surpassed  the  NYSE  by  a  wide  margin 
and  is  ranked  19th  in  performance 
among  44  issues. 


Now  that  the  economy  appears  dis- 
inflationary it  will  be  interesting  to 
see  if  Nourse's  system— with  its  em- 
phasis on  cash  flow  rather  than  earn- 
ings— functions  as  well  when  earn- 
ings are  not  padded  by  inflation.  This 
time  the  Stock  Omit  Screen  is  chal- 
lenging a  group  of  NYSE  issues  that 
have  led  the  market  since  the  start  of 
1982.  Will  the  screen  pick  the  portfo- 
lio that  endures  the  test  of  time?  We 
will  be  back  next  year.  ■ 


Who  are  the  winners  among  the  winners? 


These  45  issues  have  led  the  NYSE  in  1982,  and  IBES 
earnings  estimates  indicate  handsome  profit  gains  for 
most  in  1983.  But  only  10  of  these  stars  (highlighted  in 
blue)  pass  the  cash-flow-based  Stock  Omit  Screen  de- 
veloped by  Tom  Nourse.  Less  than  half  of  the  45  issues 


have  a  "normalized  cash  flow  to  funds  requirement" 
higher  than  Nourse's  industrial  aggregate  of  1.16.  All 
issues  that  pass  this  screen  have  a  "performance  fac- 
tor" of  average  or  better.  The  most  desirable  strategic 
positions:  Invest  and  Protect. 


5-year 


Normalized 


%  change 

Latest 

Estimated 

average 

cash  flow 

Recent 

12-month  

1983 

sales 

to  funds 

Performance 

Strategic 

Company/ business 

price 

12/31/81 

P/E 

EPS 

EPS 

growth 

requirement 

factor 

position 

Coleco  Industries/toys 

43% 

538% 

12 

$3.76 

$4.76 

8.7% 

1.13 

very  low 

invest 

Borman's/grocery  stores 

8% 

288 

6 

1.33 

NA 

9.4 

1.54 

low 

invest 

Vtndol  vending  machines 

7>/2 

253 

NM 

-0.21 

1.00 

-4.9 

NM 

very  low 

maintain 

Winnebago  Inds/ 'manufactured  houses 

1  1 3/. 
1  Z  "4 

Z'+U 

*+ 1 

U.JZ 

7  A 

MM 

very  low 

invest 

Mary  Kay  Cosmetics/cosmetics 

717 

1  1  7 

Z.  1  / 

Z.ol 

oy.z 

n  74 

very  high 

maintain 

Chrysler/ auto 

1U/2 

Zl  1 

MM 

1  Oft 

— Z.70 

z.yz 

7  n 

—  /  .u 

u.zu 

very  low 

invest 

Limited  Inc/retail 

41  Va 

189 

23 

1.76 

2.70 

25.5 

1.91 

very  high 

invest 

Telex/ computer  equipment 

18 

177 

14 

1.29 

1.50 

11.2 

1.64 

low 

invest 

Coachmen  Inds/ recreational  vehicles 

23  Vi 

176 

39 

0.60 

2.20 

-1.8 

NM 

very  low 

protect 

Cole  Nationa\/ specialty  retail 

1 7n 

i  /  u 

1  o 

Z.Zo 

J.UO 

ZD.  O 

U.JO 

low 

review 

Payless  Cashways/re(ai7  bldg  materials 

43  Vi 

168 

25 

1.71 

2.27 

29.0 

0.61 

high 

review 

House  of  Fabrics/specia/ty  retail 

29 

167 

15 

1.88 

2.75 

8.4 

1.36 

low 

maintain 

Zayte/retail 

58% 

145 

16 

3.68 

5.07 

9.1 

1.24 

very  low 

invest 

Fleetwood  Ent/ manufactured  houses 

3 1  Vi 

145 

28 

1 . 13 

2.26 

0.5 

1.95 

low 

protect 

Fabri-Centers  of  Am/specialty  retail 

28% 

141 

21 

1.35 

3.04 

12.5 

1.25 

high 

maintain 

Lowe's  Cos/retail  bldg  materials 

30'/> 

139 

31 

0.99 

1.77 

13.8 

1.06 

high 

maintain 

IPCO  Corp/health  care  supplies 

10% 

139 

16 

0.69 

0.75 

-3.0 

1.76 

very  low 

invest 

Orion  Pictures/ entertainment 

16 

133 

NM 

-5.46 

NA 

-5.5 

0.20 

very  low 

invest 

Narco  Scientific/i7£tf/t/i  care  supplies 

OOV4 

iz/ 

Z  1 

i  .oz 

1  fl7 

1 .0  / 

U.o 

1  .oU 

very  low 

invest 

Magic  Chef/ appliances 

20% 

126 

26 

0.77 

1.56 

22.3 

0.55 

low 

invest 

Great  A&P  Tea/grocery  stores 

8% 

126 

NM 

-5.30 

1.02 

-3.0 

1.71 

very  low 

invest 

Walgreen/ drugstores 

54% 

125 

15 

3.73 

3.90 

8.3 

1.41 

average 

protect 

Oxford  Inds/apparel 

50 

123 

8 

6.31 

7.46 

2.0 

NM 

very  low 

maintain 

Cooper  Tire  &  Rubber/ tire  ei>  rubber 

oz'/s 

ill 

1 

4.30 

4.98 

10.4 

1.30 

low 

invest 

American  Motors/auto 

5'/4 

121 

NM 

-3.34 

0.64 

2.2 

0.91 

very  low 

invest 

RH  Macy  &  Co/retail 

58% 

120 

14 

4.11 

4.77 

12.5 

1.22 

average 

protect 

Stop  &  Shop  Cos/retail 

48  % 

119 

8 

5.89 

6.20 

8.0 

1.68 

low 

invest 

Phibro-Salomon/minera7  trdg,  inv  bkg 

56% 

118 

12 

4.72 

5.63 

34.1 

1.75 

very  high 

invest 

American  Stores/grocery  stores 

64% 

118 

9 

6.80 

7.76 

55.4 

0.49 

low 

review 

famesv/ay/retail 

18'/2 

118 

11 

1.68 

2.67 

16.8 

1.05 

average 

invest 

Mattel/toys 

23% 

115 

7 

3.26 

4.00 

24.0 

0.68 

average 

invest 

Gap  Stores/retai7 

27% 

113 

11 

2.50 

3.33 

33.2 

0.90 

very  high 

review 

Prime  Motor  Inns/hotels 

25  Vs 

112 

20 

1.28 

1.60 

15.0 

1.27 

low 

invest 

Guardian  lnds/building  materials 

30% 

111 

14 

2.18 

2.71 

19.4 

1.16 

average 

invest 

Wal-Mart  Stores/retai7 

44  Va 

108 

31 

1.42 

2.28 

38.5 

0.66 

high 

invest 

Carling  O'Keefe  Ltd/brewing 

8% 

106 

7 

1.17 

1.32 

0.2 

NM 

low 

protect 

KeMwood/ apparel 

18'/2 

106 

9 

2.07 

3.07 

.  5.8 

1.51 

very  low 

invest 

Adams  Drug/ drugstores 

9Va 

106 

11 

0.87 

1.05 

12.3 

0.81 

low 

review 

US  Home/ 'building 

27% 

103 

NM 

-0.56 

1.65 

18.9 

0.59 

low 

invest 

NCR/computer  equipment 

88 

102 

10 

8.61 

9.45 

8.2 

NM 

low 

maintain 

Cotdutal publishing 

15% 

102 

13 

1.24 

1.50 

-16.3 

1.45 

average 

maintain 

Saga/industrial  services 

38% 

101 

11 

3.48 

3.82 

14.4 

1.28 

low 

invest 

Dsy  ton-Hudson/retail 

60% 

101 

18 

3.33 

4.65 

21.6 

0.69 

high 

invest 

General  Housewares/house/joid  products 

15 

100 

9 

1.59 

1.98 

6.0 

NM 

average 

protect 

Cooper  Labs/health  care  supplies 

56% 

100 

26 

2.14 

4.44 

19.9 

0.71 

average 

invest 

NA:  Not  available.    NM:  Not  meaningful 


Sources  Xourse  \ssot  nues  \\  iNnrv  Assoc  kites  Institutional  Brokers  Estimate  \\-\mh  QBBS  \  Lynch,  /ones  6  h'ra/i 
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THE  BEST  WAY 

TO  GIVE  THEM 
THE  PICTURE. 


An  exact  copy.  Fax  is  the  only  system  that  sends  it 
, anywhere  in  the  world.  Speed.  Economy.  Confidentiality, 
jts  it  together  like  no  other  system  can. 

All  you  need  to  send  hard  copy  overseas  is  a 
lone  and  a  facsimile  machine.  The  same  machine  you 
ilready  be  using  domestically.  The  price  of  a  Fax 
lission  is  the  price  of  a  call.  And  our  1 -minute  overseas 
lum  makes  it  more  economical  than  ever.  See  the  chart 
lple  rates. 

Send  signed  documents.  Graphs.  Pictures.  Fax 
lits  an  exact  duplicate  from  your  original.  Sending  them 
les  no  special  training  or  personnel.  Send  them  anytime. 


I  Bell  System 


Many  terminals  can  receive  without  an  operator.  Send 
them  with  Fax.  It's  the  only  way  for  hard  copy  to  travel. 

For  a  free  brochure,  call  toll  free  1 800  874-8000  or  write: 
Fax  Facts,  PO.  Box  397,  East  Brunswick,  NJ_08816-0397_ 

Times  and  costs  to  transmit  a  400-word  page  to  Europe.4 


(transmission 

I  TIMES** 

Std.  Tel  Rate 
(7am-1  pm) 

COST 

Dis.  Tel  Rate 
(1  pm-6pm) 

 1 

Econ.  Tel  Rate  1 
(6pm-7am) 

|  1  MINUTE 

$2.37 

$1.78 

$1.42 

13  MINUTES 

$5.03 

$3  78 

$3  02  | 

1  6  MINUTES 

$9.02 

$6  78 

$542 

*Similar  attractive  rates  to  other  areas 
**Transmission  times  vary  depending  on  type  of  equipment  used. 
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The  Money  Men 


"There  are  odds  on  crossing  the  street," 
says  Lloyd  McAdams.  But  what  are  the  odds 
that  options  will  be  good  for  SPIM?  t 


Mental 
exercise 


By  Michael  Cieply 


T|hus  are  refutations  made:  In 
1973  Lloyd  McAdams — a  brash, 
28-year-old  investment  officer 
for  the  state  of  Tennessee — launched 
his  first  brave  foray  into  the  newly 
listed  Chicago  options  market.  "It 
was  sort  of  like  crossing  the  desert  in 
a  covered  wagon,"  says  the  still-boy- 
ish McAdams.  Tax  status  of  options 
income  was  no  more  clear  than  the 
limits  of  a  pension  manager's  fidu- 
ciary duty.  But  in  the  falling  market  of 
1973-74,  McAdams  adds,  "It  was  very 


easy  to  make  money."  Baldly  stated,  a 
handful  of  streetwise  managers  sim- 
ply wrote  calls — and  watched  the  in- 
dividuals who  bought  them  lose  their 
playing  money. 

While  the  retirement  fund  of  Ten- 
nessee grew  fat  on  options,  the  agile 
McAdams,  a  Stanford-trained  statisti- 
cian with  a  self-confessed  weakness 
for  game  theory,  moved  on  to  Robert 
Day's  Trust  Co.  of  the  West,  there 
joining  a  star  system  of  portfolio  man- 
agers who  raised  assets  from  $30  mil- 
lion in  1974  to  over  $2  billion  in  1980. 
For  McAdams  that  meant  still  more 


sweet  success:  In  1981  he  became 
president,  and  then  chairman,  of  Se- 
curity Pacific  Investment  Managers, 
Inc.,  the  Los  Angeles-based  pension 
management  subsidiary  of  the  Securi- 
ty Pacific  Corp.  SPIM's  performance 
showed  soft  spots  in  the  preceding 
two  years;  presumably  the  McAdams 
magic  would  rub  off. 

Instead,  the  music  has  all  but; 
stopped.  A.G.  Becker  ratings  show 
SPIM's  bond  portfolio  for  1981-82  iri 
the  63rd  percentile,  far  below  the 
fund's  long-term  3rd  percentile  rank- 
ing. Equity  performance  for  the  same 
period  stands  at  the  59th  percentile, 
against  a  21  ranking  for  cumulative 
performance  since  1978.  Temporary 
setbacks?  Perhaps,  but  since  the  be- 
ginning of  this  year,  at  least  three 
worried  clients — pension  fund  admin- 
istrators for  California's  Orange,  San 
Diego  and  San  Bernardino  counties- 
have  moved  more  than  $600  million 
out  of  SPIM  accounts.  McAdams 
claims  to  have  added  as  much  in  new 
accounts.  Yet,  as  of  June  30,  SPhY 
assets  stood  at  $1.92  billion,  dowr 
from  $2.3  billion  in  1981. 

So  what  went  wrong?  A  big  invest 
ment  fund  had  weakened.  New  blooc 
and  tough  administration  were  in  or 
der.  But  McAdams,  a  brilliant  tactii 
cian  who  concedes  that  he  has  don« 
little  to  alter  the  SPIM  system,  seem) 
to  have  concentrated  his  energies  on 
market  strategies  that  have  becomt 
infinitely  more  complex,  yet  no  mon 
lucrative,  than  the  simple  call-wntin; 


 c  ■  •  ■  ■  ±x. 


Options  missionary',  President  Lloyd  McAdams  of  SPIM 
"Let  me  do  everything  I  know  how  to  do." 
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REAGANOMICS,UNEMPLOYMENT, 

MIDDLE  EASTJHE  FALKLANDS, 
SOVIET  PIPELINE,NUCLEAR  FREEZE, 
POLITICS,  POLAND,  SOCIAL  ISSUES, 
EW  TECHNOLOGY,  STOCK  MARKET. . 


Who  else  but  Walter 
Cronkite  to  put  the  major 
events  and  issues  of  1982 
into  sharp  focus  at 
year's  end! 


i 


In  Where  We  Stand,  a 
20-part  special,  CBS  News 
Special  Correspondent 
Cronkite  calls  in  his  col- 
leagues from  around  the 
world,  and  with  them 
analyzes  the  year  just  past 
and  then  takes  a  look 
toward  1983. 

Time  in  your  nearest  CBS 
Radio  Network  affiliated 
station  and  join  Walter 
Cronkite  for  Where  We 
Stand,  Saturday  and  Sun- 
day, December  4  and  5  (or 
during  the  week  of  Novem- 
ber 29-December  5)* 

WALTER 
CRONKITE 

WHERE 
WE  STAND 

ON THE CBS 
RADIO  NETWORK 


*Please  check  local  listings  for 
specific  days  and  times. 


Ihe  Money  Men 


exercises  of  his  haymaking  days  in 
Tennessee. 

Consider  the  McAdams  theory  of 
money  management.  Mathematician 
to  the  core,  the  sandy-haired  SPIM 
chairman  correctly  maintains  that 
there  are  odds  on  anything:  "There  are 
odds  on  crossing  the  street  without 
getting  hit,"  he  says,  "and  odds  that  a 
stock  will  move  up  and  down."  Op- 
tions, in  the  world  according  to  Mc- 
Adams, are  the  optimal  way  of  play- 
ing those  odds.  In  his  own  words:  "If 
you  know  the  right  odds  for  a  stock 
movement  over  a  certain  period  of 


probabilities  of  going  down,  you  can 
devise  an  options  strategy  which  ab- 
solutely maximizes  return,  if  you  let 
this  thing  happen  a  thousand  times." 

Nice  statement  of  statistical  fact. 
Now  give  it  a  further  twist  by  framing 
decisions  against  a  "twin-axis  ma- 
trix," which  means  comparing  option 
premium  levels  with  market -outlook. 
Then  complicate  the  whole  by  adding 
SPIM's  policy  of  sector  diversifica- 
tion, which  rotates  investments 
through  ten  economic  sectors  during 
eight  "very  quantifiable,  identifiable" 
stages  of  the  credit  cycle. 

In  practical  terms,  this  means  that 
McAdams  will  run  through  a  series  of 


The  IDS  Tax-Free  Money  Fund 


• . .  Free  Consumers9  Guide 
lb  This  Federally 
Tax-Exempt  Money 
Market  Fund. 


Call  or  Write  for  Your  No-Cost, 
No-Obligation  Kit  and  Get .  .  . 


Important 

FACTS 

About 


IDS  TAX-FREE 

I  MONEY  FUND, 
INC. 


■  A  Fact  Book  on  The  IDS  Tax-Free 
Money  Fund  .  .  .  fully  explains  how  a 
tax-free*  money  market  fund  can  pay 
today's  higher,  100%  Federally  tax-ex- 
empt yields— without  any  sales  charges 
or  "early  withdrawal  penalties." 

■  An  Informative  Prospectus  of 
The  Fund's  Many  Advantages  .  .  . 

explaining  free  drafts  for  "checkwriting" 
access,  the  goal  of  a  Constant  $1  Share 
Price  and  more. 

■  An  Easy-to-Read  Investment 

§|       Profile  Report .  .  .  showing  the  latest 
quotation  of  tax-free  yield,  a  Profile  of 

— —    The  Fund's  high-quality  securities  .  .  . 
and  Much  More. 

*  A  portion  may  be  subject  to  some  state  and  local  taxes 

Mail  the  Coupon  or  Call .  . . 


Toll-Free  1-800-IDS-IDEA 

.  .  .  That's  TOLL-FREE  1-800-437-4332. 


I 

I 


IDS,  IDS  Tower,  P.O.  Box  369,  Minneapolis,  MN  55440 

For  more  complete  information,  including  management  fees  and 
expenses,  write  or  call  for  a  prospectus.  Read  it  carefully  before  you 
invest  or  send  monev. 


-C,ty_ 


I 
I 
I 


-Z.p- 


^Telephone. 


ers  might  be  happy  with  one  clear 
sweep.  Take  a  relatively  simple  exam 
pie  from  the  Equity  Strategies  Fund 
Inc.,  a  publicly  traded  showcase  hint 
run  by  McAdams  under  the  auspice: 
of  SPIM.  This  June,  ESFI  bought  Gett] 
Oil  at  47.  At  the  same  time,  however 
McAdams  sold  a  call  on  the  stock  a, 
55,  and  bought  a  put  at  50.  Net  cost  o 
transaction:  $49.60  per  share.  Effect 
If  the  stock  were  below  50  on  Sept 
the  strike  date  of  the  put,  ESFI  woulj 
sell  at  that  price  and  make  a  guararj 
teed  40  cents  per  share.  But  if  th 
stock  topped  55,  the  call  would  b 
exercised  and  the  fund  would  reap 
maximum  return  of  $5.40. 

In  fact,  Getty  closed  at  49%  on  Sep 
3,  without  having  broken  through  thi 
call  price  during  the  interveninj 
months.  ESFI  showed  a  40-cent  risl^ 
free  profit.  Yet  without  the  adde 
transaction  cost  of  the  options,  th 
fund  would  have  been  ahead  $2.87  pfl 
share,  and  risk  of  loss  would  hav 
been  matched  by  potential  for  unlim 
ited  profit. 

But  that  fancy  stepping  is  only  th 
beginning.  McAdams  waxes  enthus 
astic  about  a  two-stock  play,  hedgir 
Procter  &  Gamble — well-manage 
and  highly  leveraged  on  soybea 
prices,  since  beans  are  used  in  tr| 
manufacture  of  its  products — will 
not  only  an  out-of-the-money  call  cj 
P&.G,  but  also  by  buying  a  put  againl 
a  similarly  leveraged  but  poorly  mai 
aged  company  that  would  stand  ( 
lose  greatly  if  soybean  prices  ros 
Confused?  No  wonder. 

It's  a  fascinating  mathematiq 
mental  exercise,  insists  McAdarfl 
The  only  hitch  is  that  SPIM  analyS 
never  found  that  hypothetical  cou| 
terleveraged  company. 

To  date,  only  one  SPIM  pension  a 
count  permits  McAdams  to  use  lj 
full  range  of  put-and-call  maneuver 
McAdams  steadfastly  refuses  to  ra 
that  fund  against  other  SPIM  a 
counts,  yet  he  would  like  to  see  mo 
administrators  take  the  optioi 
plunge — as  they  may  well  do,  sin 
California's  county  pension  fun 
will  next  year  be  authorized  to  tra| 
in  options  and  futures  for  the  fi: 
time.  McAdams'  plea:  "If  you  let  i 
do  everything  I  know  how  to  do,  I  c 
make  you  more  money." 

Maybe  so.  But  when  the  game  1 
comes  an  end  in  itself,  beware.  ES 
was  launched  in  February  to  demc 
strate  what  SPIM  expertise  can  < 
But  while  the  market  sizzles,  the  fu 
is  trading  at  a  20%  discount — c 
more  illustration  that  most  optic 
strategies,  however  complex,  tend! 
move  results  toward  the  middle 


FORBES,  DECEMBER  6,  IS 


We  increased  our  audience  of  Senior  Executives 
in  European  companies  with  250-plus  employees 
by  50%  over  1980. 


NATIONAL 


USINESS 


Our  audience  is  distributed 
throughout  Europe  — 
not  concentrated  in  one  country. 
And 

We  have  the  lowest  cost-per-reader — 
Both  black/white  and  4-color. 


1982  EUROPEAN  BUSINESSMAN  READERSHIP  SURVEY 

COST  PER  READER 


INCREASE 
'82  OVER  80 

'82  AUDIENCE 
TOTAL      EX.  U.K. 

BLACK/WHITE 
TOTAL     EX.  U.K. 

4-COLOR 
TOTAL  EX.  UK 

BUSINESS  WEEK  INTERNATIONAL 

50% 

23,809 

17,530 

$.12 

$.17 

$.18 

$.25 

ECONOMIST 

5 

17,240 

8,518 

.35 

.43 

.54 

.56 

FINANCIAL  TIMES 

7 

43,148 

12,833 

.56 

.77 

.82 

.94 

FORTUNE 

8 

12,417 

10,363 

.32 

.39 

.49 

.59 

HARVARD  BUSINESS  REVIEW 

11 

16,985 

13,361 

31 

.39 

.42 

.54 

INTERNATIONAL  HERALD  TRIBUNE 

5 

6,310 

5,399 

3.30 

3.86 

7.73 

9.04 

INTERNATIONAL  MANAGEMENT 

18 

21,970 

16,356 

.21 

.28 

.30 

.40 

NEWSWEEK  INTERNATIONAL 

39 

16,160 

13,292 

.47 

.51 

.80 

.86 

TIME 

4 

20,404 

17,636 

.69 

.69 

1.08 

1.08 

Cost  efficiencies  based  on  full  page  '82  Europe  or  EX.  U  K 

edition  rates 

where  available. 

If  we  don't  acknowledge  this,  who  will? 
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The  worldwide  business  weekly 


Call : 

ATLANTA;  (404)  252-0626,  BOSTON:  (617)  262-1160,  CHICAGO:  (312)  751-3700,  CLEVELAND:  (216)  781-7000.  DALLAS  (214)  742-1747,  DENVER:  (303)  825-6731.  DETROIT:  (313)  352-9760. 
HOUSTON:  (713)  462-0757,  LOS  ANGELES:  (213)  487-1160.  MINNEAPOLIS:  (612)  332-7425.  NEW  YORK:  (212  )  997-6868,  PHILADELPHIA:  (215)  496-3800.  PITTSBURGH:  (412)  227-3640, 
ST.  LOWS:  (314)  227-1600,  SAN  FRANCISCO:  (415)  362-4600,  STAMFORD:  (203)  359-2860,  WASHINGTON:  (202)  624-1265 
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At  Kidder,  Peabody, 
second  opinions 
are  second  nature. 


KkJdet;  Peabody 

thinks  twice. 


CopyrigM  196?  Ktdoer  Peabody  »  Co  lnc<xoo<ated  Member  Si 


There's  a  cosmetics  stock  you've 
been  watching  for  some  time. 

You're  tempted  to  buy,  but  you 
don't  want  to  make  a  mistake. 

What  you  do  want  is  some 
solid  thinking  on  the  subject.  So 
you  call  your  stockbroker  If  you 
do  business  with  Kidder,  Peabody, 
you're  in  business.  Because 
Kidder  Peabody  provides  not 
one,  but  two  layers  of  thinking. 

First,  from  your  broker,  a 
seasoned  professional  like  Greg 
Wilbur  Wilbur  has  more  than  20 


years  of  investment  experience 
under  his  belt. 

Then,  an  industry  opinion  is 
available  to  your  broker  from 
Kidder,  Peabody  research.  An 
analyst  like  Marie  deLucia,  for 
example,  can  share  her  knowl- 
edge directly,  quickly  with  any  of 
our  brokers  anywhere.  Marie  has 
been  cited  often  as  a  leading 
authority  in  the  cosmetics  field. 

That's  Kidder,  Peabody.  Since 
1865,  we've  carefully  structured 
our  company  to  give  our  people 


the  time— and  the  encourage- 
ment—to  think  and  re-think  your 
investment  needs. 

There  may  be  another  way  to 
do  business.  But  we  think  you'll 
think  this  is  the  best  way. 


%wmm  Kidder,  Peabody 

II  &  CO.  INCORPORATED 
Scoiti  1865 
Wm  M,mt„,  N>u>  York  t*i  Am,r„i*  Slfxi  1 1. 

—over  60  offices  worIdw,de- 


Capital  Markets 


Tax-frees  are  most  attractive  for  long- 
term  investors.  For  those  with  short-term 
needs,  Treasuries  are  better. 

THE  LONG  AND 
THE  SHORT  OF  IT 


By  Ben  Weberman 


If  you  have  made  a  bundle  from  the 
money  and  bond  market  rally,  or 
have  finally  broken  even  on  pur- 
chases that  had  been  underwater  for 
several  years,  or  have  kept  cash  in 
money  funds  and  other  short-term 
instruments  and  are  now  discon- 
tented with  the  low  rates  on  such 
issues,  you  are  surely  giving  heavy 


to  10.36%  in  5-years  to  10.63%  in 
30-years.  By  contrast,  rates  of  return 
on  tax-frees  rise  sharply,  steadily, 
through  most  maturities.  Aa-rated 
obligations  maturing  in  one  year 
pay  only  5.75%,  while  the  longest 
issues,  due  in  30  years,  pay  9.7%. 

A  long-term  investor  in  the  50% 
tax  bracket,  then,  gets  the  equiv- 
alent of  a  19.4%  return  on  a  30-year 
tax-free,  almost  double  the  10.63% 
yield  on  the  30-year  Treasury. 

At  the  short  end,  in  contrast,  the 
taxable  equivalent  for  the  munici- 
pal bond  is  yielding  11.5%,  the 
Treasury  9%.  So,  it  is  hardly  worth 
the  difference  to  buy  a  one-year  mu- 
nicipal, particularly  when  there  is 
no  saving  on  state  income  tax  on 
U.S.  Treasury  issue  interest. 


MONEY  &  INVESTMENTS 


same  argument  many  years  ago, 
when  commercial  banks,  tired  of 
clipping  coupons  on  corporate 
bonds  held  in  their  vaults  for  trust 
accounts,  demanded  that  bonds  be 
registered. 

A  more  plausible  reason  for  cur- 
rent opposition  was  unstated:  Tax- 
exempt  bearer  bonds  are  favored  in- 
vestments of  the  underground  econ- 
omy. Simple  merchants,  drug 
pushers  and  others  who  don't  report 
all  their  income  to  the  IRS  like  to 
buy  state  and  local  bonds — which 
earn  interest — to  hold  in  their  mat- 
tress or  bank  vaults.  Coupon  cash- 
ing and  principal  redemption  do  not 
have  to  be  reported.  Registration  of 
the  bonds,  obviously,  would  end 
holders'  anonymity,  making  these 
bonds  less  appealing  to  many. 

For  a  long-term  tax-exempt,  buy  a 
bond  that  is  high  quality  and  has  a 
worthwhile  guarantee.  Many  types 
of  revenue  issues,  if  they  involve 
building  facilities,  carry  the  backing 
of  GNMA  or  FHA.  Keep  in  mind 
that  many  of  the  housing  issues  are 
not  living  up  to  original  promises 
because  of  changes  that  have  taken 
place,  in  prepayment  experience  on 
mortgages  when  interest  rates 
swept  upward  in  1981  and  1982. 
Some  others  with  GNMA  and  FHA 


Yield  history 


30-year  bond  yields 


18% 


Aa  rated  industrials 


1980  1981 

Source:  Salomon  Brothers 


1982 


thought  to  switching  and  reinvest- 
ing. The  advice  here  is,  think  about 
high-quality  tax-exempt  bonds. 

Note  the  pattern  of  yields  today, 
varying  with  their  dates  of  maturi- 
ty, of  tax-exempt  and  Treasury 
bonds.  This  is  what  the  profession- 
als call  the  yield  curve.  At  present, 
Treasuries  show  a  relatively  flat 
i  curve,  ranging  from  9%  in  one-years 

Ben  Weberman  is  economics  editor  of 
■  Forbes  magazine. 


Long-term  municipal  bonds  are  a 
bargain  right  now  for  another  rea- 
son. A  record  volume  of  new  offer- 
ings has  been  coming  to  market 
since  October.  The  rush  is  on  large- 
ly because  of  the  requirement  that 
all  new  tax-frees  must  be  issued 
only  in  registered  form. 

The  municipal  industry  had  op- 
posed this  requirement  vigorously 
on  the  grounds  that  it  would  prove 
unworkable.  That  is  nonsense,  of 
course.  Opponents  had  made  the 


guarantees  are  not  dependent  on 
residential  properties  but  on  hospi- 
tals, health  care  facilities  or  other 
types  of  buildings.  Make  certain 
that  the  backing  covers  the  full  val- 
ue of  the  amount  borrowed. 

In  the  short-term  sector,  direct 
purchase  of  Treasuries  or  insured 
deposits  can  be  most  profitable. 

In  sum,  go  with  Treasuries  or  tax- 
able notes  and  bonds  for  the  short 
term,  and  go  with  tax-exempts  for 
longer  maturity  purchases.  ■ 
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Adjusted  for  inflation,  lumber  prices 
reached  a  12-year  low.  Declining  interest 
rates  could  spark  a  lumber  rally. 

WILL  THE  BEARS 
LEAVE  THE  WOODS? 


By  Stanley  W.  Angrist 


One  way  to  try  to  trade  profitably  in 
a  falling-interest-rate  environment 
is  to  use  the  lumber  futures  market. 
Just  as  one  might  expect,  lumber 
futures  have  a  tendency  to  move  up 
in  price  as  interest  rates  come 
down,  and  vice  versa.  Reflecting 
that  fact,  prices  have  moved  up 
about  $20  per  thousand  board  feet 
from  their  summer  lows. 

The  longer-term  outlook  for  im- 
proved housing  starts,  and  thus 
higher  lumber  prices,  remains  quite 
favorable.  Recent  data  from  the  De- 
partment of  Commerce  reveal  that 
single-family  housing  starts  held 
their  own  for  September,  while 
multifamily-dwelling  starts  moved 
up  sharply.  Not  only  were  the  total 
starts  for  September  15%  higher 
than  August's,  but  the  September 
1982  starts  were  28%  higher  than 
starts  for  September  1981. 

If  September  1982's  numbers  are 
put  on  a  seasonally  adjusted  annual 
basis,  total  starts  then  come  to 
1.146  million  units,  up  from  Au- 
gust's 1.002  million— a  healthy 
14%  increase.  Comparing  Septem- 
ber's numbers  with  the  previous 
September's  starts  of  899,000,  one 
finds  a  striking  27%  increase.  Note 
that  as  recently  as  1978  we  had  sev- 
eral quarters  in  which  housing 
starts  exceeded  2  million  units  on  a 


Stanley  W.  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity  markets. 


seasonally  adjusted  annual  basis. 
The  story  for  building  permits  is 
equally  convincing. 

Historically,  lumber  prices  have 
exhibited  a  strong  seasonal  tenden- 
cy to  advance  from  autumn  into  late 
winter  and  early  spring.  This  ten- 
dency is  based  on  the  economic 
need  to  rebuild  wholesale  inven- 
tories in  preparation  for  the  spring 
construction  season.  Until  1980,  a 
great  seasonal  trade  was  the  ad- 
vancement of  the  March  futures 
contract  relative  to  its  Oct.  1  price. 
Because  the  trade  had  become  so 


make  itself  felt  in  long-term  rates  as 
well.  For  example,  with  the  mort- 
gage rate  on  FHA-  and  VA-insured 
loans  down  to  12.5%,  vs.  15.5%  ear- 
lier this  year,  the  monthly  payment 
on  a  $55,000  loan  with  a  25-year 
term  is  currently  near  $600,  down 
almost  $  1 20  from  earlier  in  the  year. 
If  rates  remain  at  this  level,  a  large 
number  of  people  who  were  priced 
out  of  the  housing  market  will  be 
back  in  it.  Such  action  could  cause 
starts  to  climb  20%  to  30% . 

At  some  point  these  relatively 
low  interest  rates  will  likely  prompt 
some  inventory  rebuilding,  which 
will  strengthen  the  cash  market 
and,  in  turn,  the  futures  market. 
Such  a  sequence  of  events  would 
lead  to  a  narrowing  in  the  nearby 
lumber  spreads.  The  chart  shows 
that  the  March  contract  has  been 
trading  in  recent  weeks  in  the  range 
of  $20  to  $24  under  September.  I 
believe  a  reasonable  spread  would 
be  to  buy  March/sell  September, 
with  September  at  least  at  a  $20 
premium  to  March.  I  would  risk  no 
more  than  $5  ($650  per  spread)  from 


The  bulls  enter  the  woods? 


Lumber  now  offers  a  classic  bull-spreading  opportunity  for  those  who 
believe  that  lower  interest  rates  will  stimulate  the  housing  market. 
The  recommended  trade  is  to  buy  March/sell  September  in  the  belief 
that  the  difference,  shown  below,  will  narrow  substantially. 


Lumber  (per  thousand  board  feet) 


well  known  or  because  of  climbing 
interest  rates  of  the  early  1980s,  the 
March  contract  in  recent  years  has 
had  sharp  breaks  before  starting  its 
rally.  Lower  interest  rates  could 
cause  a  return  to  the  winter  rally  for 
the  March  contract. 

Furthermore,  while  short-term 
rates  have  had  the  biggest  drop  so 
far,  the  decline  has  now  started  to 


my  entry  point.  The  spread  could 
narrow  as  much  as  $10  ($1,300  per 
spread).  However,  I  cannot  stress 
enough  that  lumber  is  an  unusually 
volatile  commodity  and  any  posi- 
tion assumed  should  be  monitored 
carefully. 

The  margin  on  this  spread  is 
$600,  while  the  round-turn  com- 
mission is  about  $80.  ■ 
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newspaper  on  the  left  you  know,  the  one  on  the  right 
might  not.  The  Financial  Times  is  the  primary  source 
iusiness  information  for  European  and,  increasingly, 
and  other  world  business  leaders. 
In  fact,  to  ensure  you  do  receive  a  complete  picture 
lie  international  business  world  we  have  255  specialist 
!  nalists  and  18  foreign  bureaus  around  the  world, 
i  t's  three  times  as  many  foreign  bureaus  as  the  paper 
I  he  left. 

Never  before  has  international  competition  been  so 
ice  nor  the  need  for  American  executives  to  get  a  fast 
I  deep  view  of  the  international  business  world  been 

i  reat. 

ii  That's  why  the  international  edition,  printed  in 
lkfurt,  leaves  for  New  York  ahead  of  the  sun  on  a 
dm.  flight,  connects  with  our  delivery  system  and  is 
Mi  rushed  to  you. 
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now  for  the  International  American. 
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As  the  holidays  draw  near, 
most  of  us  have  high 
hopes  of  being  together 
with  family  and  friends, 
exchanging  gifts,  feeling 
the  love  and  joy  of  the 
season. 

Some  lonely  people,  or 
families  barely  making 
ends  meet,  come  to 
The  Salvation  Army  at 
Christmastime. 

The  Army  provides 
dinners,  companionship, 
perhaps  toys  or  warm 
clothing— and  sometimes 
it  helps  the  drifter  or  the 
troubled  family  to  make  a 
new  start  in  life. 

Thanks  to  your  support, 
The  Salvation  Army  offers 
year-round  programs  to 
reach  out  to  youngsters, 
families,  oldsters;  to  the 
alcoholic,  discharged 
prisoner,  teenage 
runaway;  to  those  in 
institutions  and  those 
who  have  no  home  at  all. 

By  giving  to  The  Salvation 
Army,  you  give  joy  to  a 
world  that  greatly  needs  it. 
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By  Richard  B.  floey 


Market  Trends 


The  bull  market,  though  for  real,  is  vul- 
nerable right  now.  Here  are  some  rules 
for  staying  ahead  in  the  next  phases. 

PROSPERING  IN  A 
BULL  MARKET 


The  second  key  bull  market  tac- 
tic is:  Lengthen  your  investment  time 
horizon  before  others  do.  In  a  bear 
market,  the  time  horizon  of  inves- 
tors keeps  getting  shorter.  They 
start  at  the  end  of  the  previous  bull 
market  by  discounting  many  years 
into  the  future.  Early  in  the  bear 
market,  they  shorten  their  focus  to 
the  next  year  or  two.  In  the  middle 
of  the  bear  market,  the  time  horizon 
is  the  next  few  quarters.  By  the  end 
of  the  stock  price  decline,  the  atten- 
tion focus  is  the  next  few  weeks. 
That's  why  there  are  incredible 
long-term  values  at  bear  market 
lows.  Once  a  cyclical  bull  market 
begins,  the  time  horizon  of  inves- 
tors lengthens.  That's  why  stocks 
whose  short-term  prospects  remain 
poor  often  do  well  at  that  time  if 
their  earnings  prospects  in  future 
years  are  good.  Rapidly  growing 
companies  with  prospects  for  high 
earnings  in  future  years  are  often 
the  market  leaders  off  the  bottom. 

What  made  the  market  blast  off? 
The  Dfl  rose  from  an  intraday  low  of 
770  in  August  to  an  intraday  high 
just  a  little  shy  of  1 100  last  month. 
"Ron's  bonds,"  the  30-year  U.S. 
government  14%  2011,  were  below 
99  in  late  June,  and  then  went  above 
130  this  fall. 

The  reason  this  occurred  was  a 
major  easing  of  monetary  policy  in 
an  environment  in  which  senti- 
ment was  virulently  bearish  and 
cash  reserves  high — a  spark  in  a  tin- 
derbox.  U.S.  institutional  portfolio 
managers  no  longer  manage  money 
on  a  long-term  basis.  Their  market 
performance  is  measured  quarterly, 
creating  strong  pressures  to  swing 
into  and  out  of  the  markets  on  a 
short-term  basis.  They  struggle  to 
stay  in  sync  with  the  current  trend. 
As  a  result,  they  tend  to  have  maxi- 
mum cash  at  the  bottom  of  the  mar- 
ket and  are  fully  invested  at  the  top. 


tlCSi 


A  bull  market  that  begins  with  the 
kind  of  violence  this  one  did  is  al- 
ways vulnerable  to  painful  correc- 
tions; we  could  be  having  one  when 
you  read  these  words.  Nonetheless, 
it  is  a  classic  cyclical  bull  market, 
triggered  by  a  major  easing  of  Feder- 
al Reserve  policy  late  in  economic 
recession  after  inflation  has  deceler- 
ated sharply.  This  has  not  been  a 
bull  market  driven  by  rising  earn- 
ings, but  rather  a  market  driven  by 
rising  price/earnings  multiples  due 
to  declining  interest  rates. 

Over  the  next  year  or  two,  there- 
fore, investors  will  need  to  relearn 
bull  market  tactics,  after  years  in 
which  the  market  was  trendless. 

The  first  rule  in  a  bull  market  is: 
Don't  sell  out  a  successful  position 
completely  Don't  misunderstand 
me.  There's  nothing  wrong  with 
taking  partial  profits  or  completely 
liquidating  your  losers.  But  it's  easy 
to  forget  how  high  stocks  can  get  by 
the  end  of  a  bull  market.  Back  in  the 
late  1960s,  many  stocks  doubled 
and  tripled  and  some  went  up  ten- 
fold or  fifteenfold.  It's  no  fun  if  you 
don't  have  one  or  two  of  them  in 
your  portfolio,  but  it's  excruciating 
to  have  been  shrewd  enough  or 
lucky  enough  to  have  bought  them 
but  then  to  have  sold  them  out  com- 
pletely for  a  slight  profit  before  their 
big  move  began. 


Richard  B  Hue;,'  is  first  rice  president  at 
!  'mi  /i  nlial  Hacbe  Securities 
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When  the  trend  turns,  they  panic  to 
get  with  it  and  scramble  to  buy 
stocks  they  spurned  at  much  lower 
levels. 

The  third  rule  of  bull  market  tac- 
tics is:  Widen  your  net  for  overlooked 
investment  values  before  everyone  else 
does  Analysts  rarely  recommend 
stocks  to  buy  when  the  market  is 
very  depressed.  There  are  several 
reasons  for  this.  First,  by  the  end  of 
a  bear  market,  there  aren't  as  many 
Wall  Street  analysts  still  around. 
Second,  analysts  are  as  human  as 
the  rest  of  us — when  the  stock  mar- 
ket is  depressed,  so  are  they.  Third, 
they  are  processors  of  information 
about  the  state  of  a  company's  busi- 
ness. Just  when  the  company  presi- 
dents to  whom  the  analysts  talk 
finally  become  discouraged  about 
the  future,  the  Fed  steps  in  to  ease 
monetary  policy.  In  the  early  stages 
of  a  bull  market,  analysts  tend  to 
recommend  the  companies  that  are 
strong  and  fundamentally  sound.  By 
the  end  of  the  bull  market,  some 
analyst  or  other  will  be  bulling  ev- 
ery stock  listed  in  the  daily  paper. 
So,  try  to  be  among  the  first  to  buy 
unpopular  issues. 

Stocks  have  risen  so  dramatically 
that  it's  getting  harder  to  find  good 
values.  One  stock  I  still  like  is 
K  mart  (24).  Next  to  defense,  the 
onsumer  sector  is  in  the  best  shape 
in  these  troubled  times.  Consumers 
have  been  building  up  their  liquidi- 
ty for  several  years.  Mortgage  bur- 
dens are  high  for  those  who  bought 
a  house  in  the  last  few  years,  but 
imost  people  have  old  mortgages  at 
{(Low  interest  rates.  So  the  consumer 
isector  is  in  much  better  shape  than 
:he  industrial  sector. 

K  mart  earned  $1.75  in  1981  and 
■should  earn  $1.60  to  $1.80  this 
/ear.  Next  year's  earnings  should 
be  in  the  $2.50  to  $2.80  range  with 
further  gains  in  1984.  It  is  possible 
j:hat  the  liquidation  of  inventories 
<py  Woolco  might  drain  some  sales 
j  rom  K  mart,  but  this  would  be 
•pnly  a  temporary  phenomenon.  I 
iwould  treat  K  mart  as  a  buy  and 
;iold  stock. 

I  continue  to  like  Dart  &  Kraft  (66). 
While  1982  reported  earnings  will 
he  close  to  the  $6.36  reported  for 
Il981,  operating  earnings  should  rise 
lx>  about  $7.80.  This  high-grade 
;>tock  sells  for  under  8  times  esti- 
mated earnings  of  $9  for  1983.  It's 
lot  exciting,  but  it's  solid.  ■ 
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STOCKS  PRICED  BELOW 
NET  WORKING  CAPITAL 

And  at  discounts  up  to  77%  off  tangible  book  value 

These  are  very  special  situations— something  like  cash  at  a  discount. 
The  per-share  liquidating  values  of  these  stocks  are  greater  than 
their  recent  market  prices. 

A  company's  net  working  capital  is  the  current  assets  (cash  and 
equivalents)  that  would  remain  if  ALL  liabilities  and  preferred  stock 
were  to  be  retired. 

Of  1700  stocks  under  review  by  The  Value  Line  Investment  Survey, 
we  now  pinpoint  29  stocks— including  some  big  names— currently 
selling  below  net  working  capital  per  share  (Value  Line  10/8/82) 
and  as  much  as  77%  below  tangible  book  value  per  share. 

SPECIAL  STOCK  SELECTORS 

The  list  of  stocks  in  the  above  category  will  come  to  you 
automatically  under  the  offer  below. . .  along  with  several  other 
Special  Stock  Selectors  now  updated  every  week  in  the  expanded 
Value  Line  Survey,  including: 

HIGHEST  YIELDS— The  yields  recently  ranged  from  11.0%  to 
14.3%.  (Value  Line  10/8/82) 
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Probable  Price  Performance  in  the  Next  12  Months— relative  to  all 
1700  stocks  under  regular  review. 

CONSERVATIVE  STOCKS— The  stocks  ranked  1  (Highest)  and 
2  (Above  Average)  for  Safety— relative  to  all  1700  stocks. 

SPECIAL  INVITATION 

Value  Line  is  offering  a  special  introductory  10-week  trial 
subscription  to  the  Value  Line  Investment  Survey  for  only  $33— 
about  half  the  regular  price— providing  you  or  any  member  of  your 
family  has  not  had  a  subscription  in  the  past  two  years.  As  a  double 
bonus  at  no  additional  charge,  you  will  receive  the  2000-page  In- 
vestors Reference  Service  (covering  more  than  1700  stocks)  which 
will  be  updated  every  week— and  the  96-page  booklet,  "Evaluating 
Common  Stocks."  Filing  takes  less  than  a  minute  a  week.  All  this 
material  is  so  organized  in  your  binder  that  you  can  quickly  turn  to  a 
continually  updated  report  on  almost  any  leading  stock. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
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AMETEK,  INC.  N 
AMETEK  REPORTS  RECORD 
THIRD  QUARTER  EARNINGS 

PAOLI,  PA,  October  21,  1982— AMETEK,  Inc.  (NYSE-PSE) 
reported  the  highest  third  quarter  earnings  in  the  com- 
pany's history,  with  net  income  and  earnings  per  share  more 
than  four  percent  ahead  ot  last  year's  third  quarter  profits. 
Earnings  for  the  first  nine  months  of  1982  were  also  a 
record  for  the  diversified  industrial  manufacturer. 

AMETEK  said  that  its  sales  of  $114.7  million  in  the  three 
months  ended  September  30,  1982  produced  earnings  of 
$7.3  million  or  67  cents  per  share,  compared  to  the  $7 
million  or  64  cents  per  share  earned  on  sales  of  $117.1 
million  in  the  third  quarter  of  1981. 

AMETEK  recorded  total  sales  of  $330.9  million  in  the  first 
nine  months  of  1982,  resulting  in  record  earnings  of  $21.5 
million  or  $1.97  per  share.  In  the  first  nine  months  of  the 
previous  year  the  company's  shipments  totalled  $344  mil- 
lion, which  produced  net  income  of  $21.1  million  or  $1.94 
per  share. 

"Sales  are  still  running  about  tour  percent  below  last 
year's  level"  AMETEK's  president  Robert  L.  Noland  said, 
"and  we're  concerned  that  new  orders  have  not  shown  a 
strong  upturn  that  would  indicate  an  improving  economy." 
Noland  said  that  the  company  was  continuing  a  conserva- 
tive, cost-cutting  response  to  the  recession. 

"Certain  divisions  of  AMETEK  are  doing  extremely  well" 
Noland  said.  "We're  enjoying  a  strong  market  for  winery 
equipment,  water  conservation  instruments  and  filters,  jet 
aircraft  engine  assemblies  and  the  offshore  oil  work  subma- 
rine systems."  The  company's  Straza  division  near  San 
Diego  has  sold  more  than  50  of  these  3/4  million  dollar 
unmanned  robot  electronic  submarines,  mainly  for  the 
offshore  oil  industry,  and  is  fully  booked  with  orders  for 
delivery  of  additional  units  through  next  May,  according  to 
Noland.  "However,  through  early  October  new  orders  for 
AMETEK's  instruments  and  capital  equipment  have  shown 
no  sign  of  an  economic  rebound,"  Noland  added. 

Early  in  this  quarter  AMETEK  purchased  Sawyer  Indus- 
tries of  Los  Angeles,  a  manufacturer  of  electronic  power 
supplies  and  electric  motors  with  annual  sales  of  approxi- 
mately $12  million. 

Three  Months  Ended  Sept.  30 
1982  1981 


Net  Sales 
Net  Income 
Earnings  Per  Share 


Net  Sales 
Net  Income 
Earnings  Per  Share 
Dividends  Per  Share 
Average  Shares  Outstanding 


$114,659,000  $117,129,000 
7,324,00  0  7,013,000 
.67  64 
Nine  Months  Ended  Sept.  30 


1982 
$330,909,000 
21,476,000 
1.97 
.90 

10,901,790 


1981 
$344,002,000 
21,074.000 
1.94 

.75 

10,849,903 


In  the  last  four  consecutive  quarters  AMETEK  has  earned 
$2.47  per  share. 

(Contact:  Darrah  E.  Ribble,  Jr.,  AMETEK,  Inc.,  Station 
Square  Two,  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


ARIZONA  SILVER  CORPORATION  (ARIZONA)  0-V 
CONTINENTAL  SILVER  CORP.  (CONTINENTAL)  0-V 
JOINT  NEWS  RELEASE 

VANCOUVER,  British  Columbia,  Canada,  Nov.  8,  1982. 
MINING  OPERATIONS — ARIZONA,  U.S.A. 

"Arizona"  and  "Continental"  have  announced  plans  to 
accelerate  activity  in  exploration  development  and  produc- 
tion on  their  White  Hills  Mining  Properties  in  northwestern 
Arizona  and  also  confirm  the  recent  acquisition  of  "The 
EUREKA  Mine"  property  which  is  located  approximately  8 
miles  from  Kingman,  Arizona.  The  Companies  have  now 


implemented  their  policy  to  sell  silver/gold  produced  from 
the  White  Hills  Properties  located  in  Mohave  County,  Ari- 
zona. The  first  of  several  sales  was  initiated  in  August  1982 
and  additional  sales  of  silver/gold  will  be  continued  on  a 
regular  basis.  To  date  in  excess  of  15,000  ounces  of  silver 
and  limited  amounts  of  gold  have  been  sold. 

Plans  are  currently  proceeding  which  will  result  in  the 
installation  of  a  production  hoist  and  other  improvements  at 
the  G.A.R.  Mine  (Arizona)  and  development  of  an  incline 
shaft  at  the  Hulda  Mine  (Continental)  which  will  expedite 
improved  production  levels.  In  addition  as  a  result  of 
Geophysical  surveys  recently  conducted  on  the  White  Hills 
Properties  exploration  and  development  of  other  potential 
mines  will  be  initiated. 

A  Leaching  Plant  established  on  the  property  which  is 
capable  of  processing  300-350  tons  of  ore  per  day  is 
currently  operating  at  a  rate  of  approximately  150  tons  per 
day.  Extensive  modifications  have  recently  been  made  to  the 
plant  resulting  in  improved  automation  and  substantial 
upgrading  of  the  operation. 

Due  to  the  recent  price  advances  of  precious  metals  it  is 
management's  intention  to  accelerate  exploration/develop- 
ment activity  during  1983  on  both  "Arizona's"  (85  mineral 
claims)  and  on  "Continental's"  (23  mineral  claims). 

NEW  MINING  ACQUISITIONS 

During  the  past  several  years  the  Companies  have  been 
actively  pursuing  the  acquisition  of  other  good  mining 
properties  located  in  the  general  vicinity  of  the  White  Hills 
Properties.  The  first  of  several  new  properties  management 
anticipates  consummating  during  the  next  few  months  has 
been  completed  with  the  acquisition  of  "The  EUREKA  Mine" 
property.  This  property  comprises  16  mineral  claims  on 
which  exploration  work  conducted  to  date  has  indicated 
substantial  tonnages  of  high  grade  silver  (approx.  30 
ozs./ton)  and  silica  values  (approx.  70%  silica/ton).  An 
incline  shaft  is  currently  being  installed  which  upon  com- 
pletion will  result  in  the  commencement  of  immediate 
production.  Arrangements  for  the  delivery  of  production 
directly  to  the  Asarco  smelter  located  in  El  Paso,  Texas  is 
presently  being  negotiated.  Negotiations  for  several  other 
mining  properties  with  good  potential  are  near  comple- 
tion— the  details  of  which  will  be  confirmed  shortly. 

GAS  &  OIL  OPERATIONS— TENNESSEE,  U.S.A. 

During  the  past  several  years  Arizona  and  Continental 
have  jointly  been  engaged  in  the  development  of  certain 
oil/gas  Leases  located  on  the  fringe  of  the  Eastern  Over- 
thrust  Belt  in  Tennessee.  To  date  approximately  100  wells 
have  been  drilled  on  this  acreage  in  which  Arizona  holds  a 
working  interest  ranging  between  25-50%  and  Continental 
holds  a  working  interest  ranging  between  50-100%  subject 
to  overriding  royalties  ranging  between  12.50-18.75%.  With 
the  objective  of  increasing  the  productive  capability  of  those 
wells  already  connected  to  pipeline  facilities,  an  Air  Lift 
Stimulation  Treatment  program  recently  commenced  on  a 
select  number  of  such  wells  has  so  far  proved  to  be  very 
successful.  Consequently,  Arizona  and  Continental  plan  to 
implement  this  program  on  all  other  wells  currently  con- 
nected to  pipeline  facilities  thereby  creating  increased 
production  which  will  contribute  to  generating  greater  cash 
flow. 

GAS  &  OIL  OPERATIONS— TEXAS,  U.S.A. 

Pursuant  to  a  Development  Program  Agreement  dated 
September  17,  1981  wherein  Slope  Energy  Inc.  is  acting  as 
Operator,  Arizona/Continental  have  to  date  participated  in  a 
Development  Program  of  oil/gas  Leases  located  in  West 
Texas  as  follows: 
CONNELLY  #1  Lease  —26  Shallow  wells  drilled 

WILLIAMS — CROSBY  Lease  —  1  deep  well  drilled 

L.E.  WRIGHT— LIPPAN  CREEK  Lease  —  1  deep  well  drilled 
After  receiving  very  encouraging  drilling  reports  from  the 
Operator,  Slope  Energy  Inc.,  delays  have  been  encountered 
with  completion/production.  Efforts  are  continuing  towards 
resolving  these  problems.  Meanwhile,  the  Companies'  Rep- 
resentatives in  the  San  Angelo  Office  are  involved  in 
negotiations  with  respect  to  participation  in  new  prospects 


whereby  the  Companies  through  ARIZONA  RESOL 
TEXAS  INC.  will  act  as  Operator. 


CAPITALIZATION 


Arizona  Silver  Corporation 

Authorized  —10,000,000  Shares 
Issued  —  3,167,934  Shares 

Listed: 

Vancouver  Stock  Exchange  /ARZ 
NASDAQ  /ARZ  NF 


Continental  Silver  Con 

Authorized  —5,000,001 
Issued  —2.545.081 
Listed: 

Vancouver  Stock  Exchang 
NASDAQ 


(Contact:  Charles  S.  Underbill,  Director,  Arizona 
Corporation  &  Continental  Silver  Corp.,  Suite  1 140 
Howe  Street,  Vancouver,  B.C.  Canada  V6C  2T5  Phone 
689-5588  or  Michael  Conner,  Balfour  Securities,  Suita 
630  5th  Avenue,  New  York,  N.Y.  Phone:  (212)  489-7 
David  Morris,  Cowen  &  Company,  545  Madison  Avenui 
York,  N.Y.  Phone:  (212)  688-7400.) 
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CAPITOL  AIR,  INC. 

SMYRNA,  TN.,  Oct.  13,  1982— Capitol  Air  today  r< 
net  income  of  $13.9  million,  equal  to  $4.50  a  share, 
third  quarter  ended  Sept.  30. 

The  results  contrast  with  a  profit  of  $6.6  million,  oi 
a  share,  in  the  year-earlier  period. 

Operating  revenues  for  the  third  quarter  were  $S 
lion,  against  $67.1  million  in  July-September  1981. 

For  the  year  to  date,  Capitol  had  net  income  of  $7.2 
or  $2.34  a  share,  compared  with  a  profit  of  $4.9  mil 
$1.59  a  share,  in  the  first  nine  months  a  year  ago. 

Nine-month  operating  revenues  were  $210.9 
compared  with  $131.7  million  in  1981. 

George  E.  Batchelor,  chairman,  said  he  was  "grat; 
this  very  impressive  profit  performance  in  the  fan 
sagging  U.S.  economy  and  its  depressing  effects  on  aii 

He  attributed  the  airline's  strong  showing  to  tig| 
controls,  a  growing  domestic  and  international  roul 
work,  and  expanded  widebody  DC-10  fleet  and  cu 
acceptance  of  Capitol's  low-cost  unrestricted  fares 

Batchelor  said  he  expects  Capitol  to  earn  a  net  pi 
the  full  year. 

(Contact:  Orien  Dickerson,  Sr.  Vice  President/F 
Capitol  Air  Inc.,  P.O.  Box  325,  Smyrna,  TN  37167 
(615)  459-2561.) 
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FIDELITY  OF  OKLAHOMA,  INC. 

FIDELITY  OF  OKLAHOMA  EARNINGS 
SET  RECORO  FOR  NINE-MONTH  PERIOD 

OKLAHOMA  CITY— Fidelity  of  Oklahoma,  Inc.'s  i 
before  securities  transactions  set  a  record  of  $1,91 
($.79  per  share)  for  the  third  quarter  ended  Sept.  30; 
a  gain  of  23.4%  over  $.64  per  share  for  the  same  qu? 
1981.  For  the  nine  months,  income  before  securities 
actions  increased  14.5%  to  $5,200,000.  Per  share,  th 
$2.14,  an  11.5%  gain  over  $1.92  for  the  same  pei 
1981.  Net  income  per  share  rose  to  $2.17  versus  $ 
year  ago.  Cash  dividends  per  share  for  the  nine  « 
totaled  $.59,  a  15.7%  increase  over  $.51  per  share 
like  1981  period. 

Total  assets  averaged  $908,000,000  for  the  quart 
$918,000,000  for  the  nine  months,  up  26.5%  and 
respectively,  over  comparable  1981  periods.  Net  i 
income  on  a  tax  equivalent  basis  rose  $1,878,000,  or 
for  the  quarter  and  $3,696,000,  or  17.7%  year-ti 
Non-interest  revenue  was  up  19.9%  year-to-date; 
non-interest  operating  expenses  gained  21.8%  for  tt! 
months.  The  allowance  for  loan  losses  as  a  percenl 
loans  outstanding  was  1.12%  at  Sept.  30,  1982 

Fidelity  of  Oklahoma,  Inc.,  one-bank  holding  comi 
Fidelity  Bank,  N.A.,  is  the  third  largest  bank  holding  cc 
in  Oklahoma  City  and  the  fifth  largest  in  Oklahoma 
(Contact:  Wilfred  A.  Clarke,  President  and  Chief  In 
Officer  of  Fidelity  of  Oklahoma  Inc.,  P.O.  Box  24128, 
ma  City,  OK.  73124,  phone:  (405)  272-2000,  oi 
Outhier,  Jordan  Associates  (405)  840-3201.) 
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i  RESOURCES  LTD.  V 

OUVER,  British  Columbia,  Nov.  5,  1982— March 
es  Ltd.  (MHL-V)  said  today  it  is  negotiating  to 
an  interest  in  a  block  of  900  claims  encompassing 
acres  in  a  new  prospective  gold  area  in  Northwestern 
on  which  gold  was  reported  in  the  mid-1930's. 
h  said  it  has  agreed  with  Pryme  Energy  Resources 
j  Harlin  Resources  Limited,  also  of  Vancouver,  to 
ate  jointly  in  exploration  and  development  of  the 
lock  located  50  miles  east  of  the  Hemlo  Gold  Camp 
miles  north  of  Wawa,  Ontario, 
ompany  said  the  property  is  in  a  general  area  known 
ificant  mineralization  with  geology  similar  to  that  of 
i'iilo  region. 

laims  are  in  the  vicinity  of  Kabinakagami  Lake  and 
a  mineralized  zone  on  which  gold  values  were 
from  exploration  activities  during  the  mid-1930's. 
ort  prepared  by  a  mining  engineer  in  1936  reveals 
ence  of  two  mineralized  zones  about  one-half  mile 
cross  trench  on  one  zone  exposed  38  feet  of 
zation  with  gold  values  ranging  to  0.24  oz.  per  ton. 
ent  report  by  Shield  Geophysics  Limited  of  Timmins, 
tes  that  the  apparently  detailed  sampling  'revealed 
cant  gold  occurrence  by  present  day  standards', 
five  exploration  program  is  planned  as  soon  as 
ion  negotiations  are  concluded,  the  company  said, 
kesman  for  March,  Pryme  and  Harlin  said  the  latest 
j  acquisition  further  consolidates  the  position  of  the 
impanies  in  the  general  Hemlo  Gold  Camp  area. 
rely  or  individually,  the  three  concerns  have  inter- 
more  than  9,300  claims  encompassing  a  total  of 
acres. 

i  Resources  also  reported  today  that  winterization  of 
squipment  was  proceeding  on  the  Outlaw  Federal 
Idcat  well  in  White  Pine  County,  Nevada.  The  well 

Vad  reached  its  initially-intended  target  depth  of 
eet,  is  to  be  deepened  to  16,000  feet  after  side- 
from  the  8,500  foot  depth, 
lg  is  scheduled  to  re-commence  as  soon  as  winter- 
Uerations  are  completed,  March  reported, 
j  urther  information  contact  March  Resources  Ltd., 
|]2),  595  Howe  Street,  Vancouver,  British  Columbia 
or  Frank  Matthews,  Anthony  L.  Agostino,  Douglas 
»ood  or  Robert  Baumgartner  at  (604)  687-8867.) 

H'AL  CORPORATION  OF  AMERICA  N 
(1982  THIRD  QUARTER  RESULTS) 

S^ILLE.TENN..  Oct.  18, 1982— Hospital  Corporation  of 
|  today  announced  increased  revenues  and  earnings 
Siird  quarter  and  year-to-date,  with  net  income  for  the 
jiths  up  57  percent  over  the  same  period  in  1981. 
was  F.  Frist,  Jr.,  president  and  chief  executive  officer, 
||  that  all  areas  of  the  company's  operations  were 
luring  the  quarter. 

Binued  expansion  of  the  company's  Hospital  Group 
\i  acquisitions,  management  agreements  and  con- 
!  and  sustained  efforts  to  improve  productivity  and 
ibosts  are  the  major  reasons  for  the  excellent  results 
Ijird  quarter  and  the  first  nine  months  of  the  current 
Mar,"  said  Frist.  "An  indicator  of  HCA's  efficiencies 
Hiomies  of  scale  is  reflected  in  a  2.6-percentage- 
I ! provement  in  operating  expenses  as  a  percent  of 

as  compared  to  the  same  quarter  a  year  ago." 
iltjues  for  the  nine  months  ended  Sept.  30,  1982, 
2,633,593,000,  up  60  percent  from  $1,650,804,000 
.ame  period  of  1981.  Net  income  increased  57 
:o  $130,150,000,  compared  with  $82,754,000  last 
rnings  per  share  increased  34  percent  to  $2.31, 

with  $1.72  in  the  first  nine  months  of  1981. 
hthird  quarter,  revenues  totaled  $883,101,000,  up45 
rom  $607,264,000  in  the  same  period  of  1981.  Net 
ncreased  58  percent  to  $40,637,000,  compared  with 
i  000  in  the  third  quarter  of  1981.  Earnings  per  share 
jj  35  percent  to  $.70,  compared  with  $.52  last  year, 
lit  days  of  care  provided  at  HCA's  U.S.  owned 


general  and  psychiatric  hospitals  totaled  5,415,324  days, 
an  increase  of  37  percent  over  the  first  nine  months  of 
1981.  Occupancy  rates  at  owned  hospitals  averaged  64.7 
percent  for  the  third  quarter  of  1982,  compared  to  66.2 
percent  in  the  same  period  last  year.  Excluding  hospitals 
acquired  and  constructed  in  the  last  two  years,  occupancy 
rates  continued  to  improve  as  compared  to  the  prior  year. 

During  the  third  quarter  HCA  acquired  hospitals  in 
Georgtown,  Ky,:  Derry,  N.H.;  and  Smyrna,  Tenn.  New  man- 
agement agreements  were  signed  with  U.S.  hospitals  in 
Barstow,  Calif.;  Moscow,  Idaho;  llion,  N.Y.;  Portland,  Ore.; 
and  Tyrone,  Pa. 

In  August  an  HCA  subsidiary  was  awarded  a  $174.6 
million  contract  to  manage  the  Saudi  Arabian  National 
Guard  Medical  City  Complex.  The  management  contract  is 
between  HCA  Saudi  Arabia  Ltd.  and  the  U.S.  Department  of 
Defense,  which  has  a  letter  of  agreement  with  the  Saudi 
Arabian  government  to  operate  the  medical  complex. 

HCA  Saudi  Arabia  Ltd.  also  signed  a  renewal  contract  to 
manage  the  King  Faisal  Specialist  Hospital  and  Research 
Centre  during  the  quarter.  The  HCA  subsidiary  has  managed 
the  facility  since  September  1973,  and  the  initial  contract 
has  been  renewed  three  times. 

Construction  activity  during  the  quarter  included  the 
completion  of  a  psychiatric  hospital  in  Petersburg,  Va.,  and 
new  general  acute  care  facilities  in  Austin,  Texas,  and 
McAllen,  Texas. 

In  September  HCA  completed  the  public  offering  of 
3,000,000  additional  shares  of  HCA  common  stock.  The 
proceeds  of  aproximately  $120,000,000  were  used  for  the 
repayment  of  indebtedness  previously  incurred  for  the  con- 
struction and  acquisition  of  hospitals  and  for  general 
corporate  purposes. 

Hospital  Corporation  of  America  is  a  health  care  company 
engaged  in  the  operation  of  hospitals  and  other  medical 
facilities  in  the  United  States  and  in  foreign  countries.  At 
Sept.  30,  1982,  HCA  and  its  affiliates  operated  366  hospi- 
tals with  an  aggregate  capacity  of  51,615  beds. 

(FINANCIAL  HIGHLIGHTS) 

Three  Months  Ended  September  30 
1982  1981  Increase 

Operating  Revenues  $  883,101,000  $  607,264,000  45% 
Income  Before 

Income  Taxes  64,937.000  42,544.000  53% 

Provision  for  Income 

Taxes  24,300,000  16,800,000  45% 

Net  Income  $    40,637,000       $    25,744,000  58% 

Net  Income  per  Common  and  Common 

Equivalent  Share  $.70  $.52  35% 

Nine  Months  Ended  September  30 
1982  1981  Increase 

Operating  Revenues  $2,633,593,000  $1,650,804,000  60% 
Income  Before 

Income  Taxes  21  1,350,000  138,054.000  53% 

Provision  for  Income 

Taxes  81,200,000  55,300,000  47% 

Net  Income  $  130,150,000       $    82.754,000  57% 

Average  Number  of  Common  and  Common 

Equivalent  Shares  60,609,000  48,221,000  26% 

Net  Income  per  Common  and  Common 

Equivalent  Share  $2.31  $1  72  34% 

(Contact:  Victor  L.  Campbell,  Vice  President  Corporate 
Communications,  Hospital  Corporation  of  America,  One  Park 
Plaza,  Nashville.  Tenn.  37203.  Phone:  (615)  327-9551.) 

PIONEER  HI-BRED  INTERNATIONAL,  INC.  0 

DES  MOINES,  IA — October  21,  1982— Pioneer  Hi-Bred 
International,  Inc.  announced  today  that  net  earnings  for 
fiscal  1982,  ended  August  31,  totalled  $71,604,000,  or 
$2.24  per  share  Earnings  the  previous  year  were 
$63,452,000,  or  $1.99  per  share  when  adjusted  for  the  two- 
for-one  stock  split  affected  last  March. 

Most  of  the  13  per  cent  earnings  increase  came  from 
higher  unit  sales  of  seed,  according  to  Thomas  N.  Urban, 
president  and  chief  executive  officer.  "Unit  sales  of  seed 
corn  in  North  America  rose  nearly  8  per  cent  in  a  year  when 
U.S.  corn  acreage  fell  3  per  cent,"  Urban  reported.  Improved 


performance  by  several  of  the  Company's  other  seed  lines 
and  reduced  losses  by  the  Norand  Corporation  subsidiary 
also  contributed  to  the  earnings  gain  during  1982. 

Urban  noted  that  fourth  quarter  operations  in  fiscal  1982 
resulted  in  a  record  loss  of  $9,534,000.  "Because  of  the 
seasonal  nature  of  the  seed  business,  Pioneer  generally 
records  a  loss  in  the  final  quarter,"  lie  said.  "However, 
increased  research  investments,  sharply  reduced  royalties 
from  the  Garst  Seed  Company,  and  higher  mterst  costs 
pushed  1982's  fourth  quarter  loss  substantially  higher  than 
any  in  the  past."  Urban  said  that  the  Company  invested 
about  $62  million  in  capital  improvements  during  the  year, 
requiring  significant  borrowing. 

Prospects  for  Pioneer  in  fiscal  1983  are  reasonably  good, 
according  to  Urban.  "Early  orders  for  corn  and  other  seed 
products  are  brisk  and  harvest  reports  from  the  field  to  date 
indicate  good  yields  from  our  seeds,"  he  said.  The  harvest  of 
the  Company's  seed  corn  crop  has  been  completed  and  quality 
is  excellent.  Urban  also  commented  that  Norand  products 
continue  to  dominate  the  electronic  route  accounting  market. 

Urban  expressed  concern  over  the  current  economic 
squeeze  on  U.S.  agriculture.  "Farmers  are  suffering  the 
effects  of  bountiful  harvests  and  resultant  low  commodity 
prices,"  he  stated.  "We  hope  the  USDA's  1983  farm  program 
will  make  it  possible  for  farmers  to  take  a  significant 
number  of  acres  out  of  production  next  year.  We  need  time  to 
dispose  of  two  record  crops  in  order  to  improve  the  health  of 
U  S.  agriculture." 

The  Company  plans  to  hold  the  line  on  its  seed  prices 
next  spring,  Urban  said.  "On  average,  the  cost  per  acre  for 
Pioneer®  brand  seed  corn  will  be  the  same  in  1983  as  it 
was  last  spring,"  he  concluded. 

PIONEER  HI-BRED  INTERNATIONAL,  INC. 

(Unaudited,  In  Thousands  Except  For  Per  Share  Amounts) 

Fourth  Quarter  Ended  Year  Ended 

August  31,  August  31. 

1982  1981        1982  1981 

Net  Revenues  $19,449      $29,807    $557,398  $477,995 

Income  (Loss) 

Before  Taxes  $(20,516)    $(1,384)    $139,413  $123,103 

Provision  For 

Taxes  $10,982     $  2,446    $(67,809)  $(59,651) 

Net  Income  (Loss)  $(9,534)  $  1,062  $  71,604  $  63,452 
Income  (Loss) 

Per  Share*  $     (.30)     $     03    $     2.24   $  199 

Average  Shares 

Outstanding*  31,992       31.918       31,921  31,912 

'Adjusted  for  a  two-for-one  stock  split-up  effected  in  the  form  of  a  100  per  cent 
stock  dividend  on  March  19,  1982 

(Contact:  Jim  Ansorge,  Pioneer  Hi-Bred  International, 
Inc.,  1206  Mulberry  St.,  Des  Moines,  IA  50308.  Phone:  (515) 

245-3578.) 

PMS  CORPORATION  0 

COLUMBIA,  S.C.,  October  19— Policy  Management  Sys- 
tems (PMS)  Corporation  (OTC:  PMSC)  today  announced  that 
its  third  quarter,  1982,  earnings  per  share  were  at  a  record 
level — $.23  forthe  quarter  and  $.65  for  the  first  nine  months. 
This  was  an  increase  of  35%  over  comparable  periods  in 
1981.  Total  revenues  for  the  nine  months  were  $31.6  million, 
up  from  $23.8  million  in  1981  Net  income  was  $4.9  million, 
up  50%  from  $3.2  million  in  1981.  Total  revenues  for  the  third 
quarter  were  $10.9  million,  up  from  $8.6  million  in  1981.  On 
October  5,  a  public  offering  of  1,650,000  shares  of  the 
company's  common  stock  was  completed  at  $23  per  share. 
This  stock  was  sold  by  Seibels,  Bruce  &  Company,  a 
subsidiary  of  The  Seibels  Bruce  Group,  Inc.,  and  reduced  the 
group's  holding  to  60%  from  82%  of  the  company's 
7,500,000  shares  of  common  stock  outstanding. 

Headquartered  in  Columbia,  SC,  PMS  Corporation  is  the 
largest  provider  of  standardized  software  products  and 
services  to  the  worldwide  property  and  casualty  insurance 
industry. 

For  more  information  or  a  copy  of  the  Annual  Report: 
(Contact:  Robert  Gresham,  Vice  President  and  Treasurer, 

PMS  Corporation,  P.O.  Box  10,  Columbia,  SC  29202.  Phone: 

(803)  748-2405.) 
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The  sooner  Social  Security  is  scrapped  and 
replaced  with  a  genuine  system  of  saving 
and  investing,  the  better  off  well  all  be. 

THE  TRUTH  ABOUT 
SOCIAL  SECURITY 


By  Ashby  Bladen 


I  have  been  accused  of  being  an 
alarmist  about  Social  Security,  but 
it  is  time  for  the  American  people  to 
realize  that  its  basic  principle  is 
wrong  and  will  seriously  depress 
our  children's  standard  of  living, 
unless  it  is  corrected.  To  see  why 
this  is  so,  let's  take  a  look  at  the  two 
main  ways  that  people  provided  for 
old  age  before  Social  Security  began. 

Until  our  modern  financial  sys- 
tem was  developed,  the  only  way 
that  most  people  could  provide  for 
their  future  needs  was  to  have  chil- 
dren who  would  take  care  of  them 
in  their  declining  years.  A  better 
system  consists  of  producing  more 
than  we  consume  during  our  most 
productive  years,  and  lending  those 
savings  to  finance  the  accumulation 
of  the  tools  that  make  human  ef- 
forts more  efficient  and  rewarding, 
thereby  raising  our  living  standard. 

That  is  what  the  private  financial 
system  is  all  about.  All  of  its  numer- 
ous and  complicated  instruments 
and  institutions — bonds,  stocks, 
commercial  banks,  thrift  institu- 
tions and  life  insurance  compa- 
nies— are  just  ways  for  productive 
people  to  provide  for  their  own  fu- 
ture needs  and  responsibilities  by 
lending  their  accumulated  savings 
to  finance  real  investments.  In  re- 


Ashby  Bladen  is  senior  rice  president  for 
investments  of  the  Phoenix  Mutual  Life  In- 
surance Co.  and  author  of  How  to  Cope 
with  the  Developing  Financial  Crisis. 


turn  for  their  savings,  people  re- 
ceive a  contractual  right  to  have 
those  savings  repaid  in  the  future, 
along  with  interest  for  their  use. 
The  borrowers,  of  course,  can  afford 
to  pay  interest  because  they  use  the 
money  to  increase  productivity. 

Social  Security  is  a  pay-as-you-go 
scheme  in  which  the  taxes  that  you 
pay  today  are  not  saved  to  provide 
you  a  retirement  income  tomorrow. 
Instead,  they  are  used  to  provide 
benefits  to  the  people  who  are  al- 
ready retired.  So  there  are  no  sav- 
ings to  invest  in  the  tools  that  raise 
our  standard  of  living.  Indeed,  to  the 
extent  that  we  believe  the  govern- 
ment's promise  of  a  retirement  in- 
come, Social  Security  displaces  the 
savings  that  we  would  otherwise 
make  for  our  own  old  age.  And  the 
shortage  of  savings  is  the  main  rea- 
son the  U.S.  is  losing  international 
competitiveness. 

The  Social  Security  taxes  that  are 
deducted  from  your  pay  are  not  in- 
surance premiums — they  are  taxes. 
That  means  that  they  do  not  entitle 
you  to  a  retirement  income  as  a 
matter  of  contractual  right.  And  the 
checks  that  retired  people  receive 
are  not  insurance  payments — they 
are  transfer  payments. 

The  short-run  crisis  that  we  face 
during  the  next  two  years  can  be 
resolved  by  accepting  those  realities. 
All  we  have  to  do  is  make  up  the 
shortage  in  the  trust  funds  out  of 
general  revenues.  Of  course,  that 
does  nothing  to  cure  the  shortage  of 
savings.  And,  since  the  government 
will  be  running  a  substantial  overall 
deficit  for  the  foreseeable  future,  it 
amounts  to  creating  retirement  in- 
comes out  of  thin  air  by  debt  forma- 
tion. During  the  next  two  years  there 
will  also  be  a  great  demand  that  the 
government  bail  out  overindebted 
farmers  and  homeowners  by  making 
subsidized  credit  readily  available. 


Adding  Social  Security  to  the  bailout 
list  only  adds  to  the  danger  of  really 
serious  inflation. 

Another  problem  that  cannot  be 
easily  resolved  stems  from  the  fact 
that  a  large  and  rapidly  increasing 
number  of  people  have  had  it  with 
paying  taxes  and  are  avoiding  them 
by  working  for  cash  and  keeping  no 
records  for  the  tax  collector.  Raising 
taxes  enough  to  provide  all  the  bail- 
outs that  are  politically  desirable  is 
a  good  way  to  hasten  the  disappear- 
ance of  everybody  into  the  subterra- 
nean economy.  The  result  can  only 
be  progressively  greater  reliance  on 
deficit  financing  and  a  worsening  of 
the  inflation  that  frustrates  our  at- 
tempts to  save  for  our  own  future 
needs  and  responsibilities. 

Any  system  that  proposes  to  give 
people  retirement  incomes,  without 
requiring  somebody  to  provide  the 
savings  to  make  that  possible  by 
increasing  the  productivity  of  hu- 
man efforts  rather  than  by  reducing 
the  standard  of  living  of  the  people 
who  are  still  working,  can  succeed 
only  as  long  as  the  retired  popula- 
tion is  small  by  comparison  with 
the  working  population.  If  we  are 
going  to  generate  the  savings  that 
will  be  required  to  maintain  our 
standard  of  living  as  the  country 
ages,  Social  Security  will  have  to  be 
phased  out  sooner  or  later.  But  we 
cannot  simply  admit  that  it  was  a 
bad  idea  and  just  drop  a  system  that 
well  over  100  million  people  are 
now  counting  on. 

I  said  earlier  that  the  government 
does  not  literally  owe  anybody  So- 
cial Security  benefits,  but  both  jus- 
tice and  political  reality  demand 
that  everybody  who  has  paid  a  sig- 
nificant amount  of  Social  Security 
taxes  receive  a  reasonable  benefit. 
That  means  that  getting  out  of  this 
mess  will  take  at  least  as  long  as  the 
half  century  that  it  took  us  to  get 
into  it.  It  probably  also  means  that 
the  system  will  have  to  be  support- 
ed for  a  while  out  of  general  taxes. 
So  some  people  who  will  have  to 
pay  taxes  to  support  the  Social  Secu- 
rity system  will  get  no  benefits  from 
it.  That  is  unfortunate,  but  inescap- 
able if  we  are  not  to  perpetuate  what 
will  become  a  steadily  more  obvi- 
ous chain-letter  scheme.  The  best 
way  to  ease  the  pain  would  be  to 
increase  substantially  the  tax  sav- 
ings that  we  can  achieve  by  saving 
toward  our  own  retirements.  ■ 
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E.E  Hutton's  alternatives  to  money  market  funds 


s  interest  rates  soften, 
which  moves  should 


tors  make? 


interest  rates  drop  and  yields 
1  money  market  funds  diminish, 
I  wd  investors  prepare  to  take 
>n. 

put  which  action?  Should  you 
pest  for  safety?  For  long-term 
jvth?  Is  liquidity  your  priority  or 
pu  want  to  lock  in  high  current 
|ls?  The  answers  will  probably  re- 
)  your  reasons  for  being  in  money 
!<et  funds  in  the  first  place. 
]5ut  one  fact  is  certain:  the  longer 
jkeep  your  money  in  money 
[<et  funds  when  interest  rates  are 


dropping,  the  more  your 
returns  will  dwindle. 
Hutton's  range 
of  answers. 

E.  F.  Hutton  is  ready 
with  a  complete  range 
.  of  investments  linked 
Vto  today's  economic 
"         -  ,  climate. 

There 

are  investments  for 
safety,  like  annuities  and  zero  coupon 
bonds.  And  for  high  yield  and  growth, 
including  selected  equities,  bonds, 
trusts,  funds  and  options. 

This  abundance  of  opportunities 
can  be  perplexing.  To  form  a  clearcut 
plan  of  action  based  on  your  needs, 
talk  to  an  E.  F.  Hutton  Account 
Executive,  face  to  face. 

Or  send  for  our  latest  "Investment 
Quarterly."  Mail  in  the  coupon  or  call 
toll-free,  day  or  night,  7  days  a  week, 
800-453-9000 

(In  Utah  call  800-662-2500) 


Talk  to  E.  F.  Hutton.  Face  to  face. 


MFBS12062RN27 


□  Please  send  me  your  latest 
"Investment  Quarterly"  with 
more  detailed  information.  I 

□  Please  arrange  for  a 
face-to-face  meeting  with 

an  E.  F.  Hutton  Account  m 
Executive.  & 


Name 

Address 

City 

State  Zip 

Business  Phone 

Home  Phone 

My  E.  F.  Hutton  Account  Number  is: 
□  I  do  not  have  an  E.F.  Hutton  Account. 


ItFHutton 

E.E  Hutton  &  Company  Inc. 
E.F.  Hutton  Information  Center 
P.O.  Box  10318 
Des  Moines,  Iowa  50306 

Member  S1PC 

When  E.  F  Hutton  talks,  people  listen. 


If  you're  worried 
about  cancer, 
remember  this. 
Wherever  you  are, 
if  you  want  to  talk 
to  us  about  cancer, 
callus. 
We're  here  to  help  you. 


American  Cancer  Society 

2,000,000 people  fighting  cancer. 


Psychology  &  Investing 


Do  you  want  to  understand  the  ins  and 
outs  of  computer  memories?  Nothing  to 
it.  Just  think  of  your  Sunday  newspaper. 

MEMORIES  THAT 
NEED  REFRESHING 
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By  Srully  Blotnick 
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Most  people  are  aware  that  comput- 
ers have  memories.  Yet  an  air  of 
mystery  still  surrounds  the  subject 
in  their  minds.  Why?  "This  is  really 
a  high-tech  field,"  is  a  typical  reply. 

And  so  it  is.  However,  once  we 
become  familiar  with  an  object,  we 
know  what  to  do  with  it.  Take  the 
Sunday  newspaper,  for  example. 
Our  reactions  to  its  many  sections 
fall  into  two  categories:  Either  we 
are  interested  in  a  section,  or  we  are 
not.  The  two  inclinations,  then,  are 
READ  or  DISCARD. 

Do  yourself  a  favor  the  next  time 
you  hear  the  term  "computer  mem- 
ory": Have  a  similar  pair  of  reac- 
tions, but  this  time  let  it  be  READ 
or  WRITE.  That  is,  think  about  a 
computer  memory  as  something  ei- 
ther to  be  read  or  to  be  written  into. 

In  the  last  issue  of  Forbes,  I 
talked  about  flip-flops.  As  we  saw, 
each  flip-flop  is  a  one-bit  register; 
that  is,  it  can  store  a  binary  digit  (a  0 
or  a  1).  One  bit  doesn't  tell  us  very 
much,  so  flip-flops  are  strung  to- 
gether to  form  registers  that  are  usu- 
ally 8,  16  or  32  bits  wide.  That  al- 
lows us  to  form  8-,  16-  or  32-bit  data 
words.  A  typical  computer  memory 
is  nothing  more  than  an  ordered 
(that  is,  numbered)  collection  of 
such  registers.  In  short,  in  the  pre- 

Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Getting  Rich  Your  Own  Way 
a/w/Winning:  The  Psychology  of  Successful 
Investing. 


vious  three  articles  in  this  series,  we 
have  gone  from  NAND  gates  to  flip- 
flops  to  registers  to  main  memory. 

Now  comes  the  important  part, 
your  reaction  to  the  unit.  Once  you 
have  become  as  comfortable  with 
computer  memories  as  you  are  with 
the  Sunday  paper,  it  will  be  natural 
for  you  to  think  "READ  or  WRITE." 
For  registers  in  particular,  and  com- 
puter memories  in  general,  are  the 
(electronic)  writing  paper  in  a  com- 
puter. Some  groups  of  registers  in  a 
microprocessor  are  even  called  "the 
scratch  pad."  The  question  in  your 
mind  should  be:  "Do  I  want  to  read 
what  is  stored  in  this  memory,  or 
write  something  new  into  it?" 

The  question  is  answered  for  you 
in  certain  instances  because  the 
unit  won't  let  you  write  into  it. 
What  is  this  kind  of  memory  called? 
A  Read-Only  Memory,  of  course. 
ROM,  for  short.  Keep  in  mind  that 
there  were  only  two  possibilities  to 
begin  with,  READ  or  WRITE.  With 
WRITE  excluded,  READ  is  all  that's 
left.  Note  well,  then,  that  ROMs 
don't  need  or  use  flip-flops. 

That  is  a  major  advantage  in  one 
way.  Namely,  if  you  turn  off  the 
power  to  a  ROM,  and  then  turn  it 
back  on,  it  still  contains  exactly  the 
same  information.  Pulling  the  plug 
doesn't  destroy  the  data  it  was  stor- 
ing. That  is  not  so  if  flip-flops  are 
used.  As  long  as  the  power  remainsi 
on,  flip-flops  will  remain  in  the  last 
state  they  attained:  Q  =  0  and  Q  =  1| 
or  Q  =  1  and  q  =  0.  For  that  reason, 
they  are  called  static  memories  (as) 
opposed  to  dynamic  memories,, 
which  we  will  discuss  in  a  mo- 
ment). However,  if  power  is  lost, 
even  briefly,  the  flip-flops  in  each 
register  will  be  in  a  different,  unpre- 
dictable state  once  power  is  re- 
stored. As  computer  engineers  say, 
"Pulling  the  plug  turns  the  contents 
[of  such  a  memory)  into  garbage." 
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There  are  memories  whose  con- 
ents  quickly  degrade  through  leak- 
ge,  even  though  power  to  them  re- 
nains  on  continuously.  Their  high- 
y  leaky  memory  has  to  be  refreshed 
pproximately  250  times  per  sec- 
»nd.  Sounds  like  a  real  nuisance, 
loesn't  it?  Nevertheless,  miniatur- 
zation  has  been  the  name  of  the 
ame  in  electronics  in  recent  de- 
ades,  and  dynamic  memory  cells 
asing  capacitors)  require  only 
bout  one-fourth  the  space  on  a 
emiconductor  chip  that  static 
nemory  cells  (using  flip-flops)  do. 
"hat's  a  big  enough  difference  to 
ompensate  for  the  bother  if  you 
ieed  more  than,  say,  64K  (  =  65,536 
c  its,  since  K=  1,024)  of  memory. 

Microprocessors    in    an  auto- 
mobile or  home  appliance  don't  re- 
uire  the  owner  to  program  them. 
E  hhey    have    already    been  pro- 
grammed at  the  factory.  In  that 
iase,  ROMs  do  the  job  nicely.  How- 
m  ver,  if  you  buy  a  microcomputer, 
;1|he  ability  to  WRITE  as  well  as 
,TAD  the  unit's  memory  becomes 
«  cnportant. 

CJ  i  In   that   case,    the  appropriate 
lemory  is  a  RAM,  a  random-access 
nemory.  It  is  called  random  access 
W  ecause  each  memory  cell  within  it 
t'1  ikes  the  same  time  to  access — that 
11  i,  get  to  and  use.  That  is  not  so  with 
itt  liformation  stored  on  a  magnetic 
ipe,  for  instance.  The  data  stored  in 
^  le  middle  of  the  tape  takes  longer 
d  access  than  that  which  is  at  the 
ii;  ieginning  of  the  reel. 
ii!  <  "Wait  a  minute,"  you  may  be  say- 
)M  ig,  "I  thought  you  said  that  the 
'ords  READ  or  WRITE  were  all  I 
« lad  to  keep  in  mind  where  comput- 
t£  r  memories  are  concerned.  So  why 
n  re  we  talking  about  RAMs  and 
'  AMs    (sequential-access  memo- 
pl«  (es),  such  as  disk  and  tape?"  It  is 
>t'  worthwhile  because  you  are  quite 
kely  to  encounter  the  terms  ROM, 
i:  'AM  (static  and  dynamic)  and  SAM 
:|la  reading  and  office  conversation, 
t,  I  meant  what  I  said:  The  most 
portant  thing  to  keep  in  mind 
out  a  RAM  is  that  you  can  WRITE 
to  it.  Once  you  have  done  so,  you 
ill  want  to  be  able  to  READ  what 
du  have  written,  both  to  check 
&  iat  it's  accurate  and  to  retrieve  the 
r  'lformation  when  you  want  it.  In 
lort,  and  this  is  what  needs  to  be 
membered:    ROMs   are  READ- 
NLY  memories,  whereas  RAMs 
e  READ-and-WRITE  memories.  ■ 


Magellan. 
Number  one  over  the 

last  five  years. 


-  Lipper  Analytical  Services,  Inc. 


387%  total  return  since  1977. 

For  the  second  consecutive  quarter,  Magellan  was 
ranked  number  one  over  the  last  five  years.  That 
makes  Magellan  the  top  performer  for  the  period 
among  more  than  500  mutual  funds  monitored 
by  Lipper  Analytical  Services,  Inc.  Fidelity's  most 
aggressive  stock  fund,  Magellan  actively  seeks 
the  most  promising  growth  opportunities 
available. 

Call  and  learn  more  today. 


Call  Free  800-225-6190 

In  Mass.  Call  Collect  (617)  523-1919 


FIDELITY 

MAGELLAN  FUND 
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Name 


P.O.  Box  832.  Dept.  JB  1  20682 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information,  including 
management  fees,  expenses  and  sales 
charge,  please  write  or  call  for  a  Prospectus. 
Read  it  carefully  before  you  invest. 

J"  Fidelity  Over  $16  billion  of  assets 
■      Group  under  management. 


Address 


City 


State 


Zip 


•Fidelity  Magellan  Fund's  total  return  10/1/77-9/30/82,  which  includes  the  reinvestment  of  all  dividends  and  capital  gain 
distributions  Market  conditions  fluctuate  and  this  figure  is  not  necessarily  an  indication  of  future  results  This  figure 
updates  those  found  on  page  4  of  the  Fund's  prospectus 
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Venture  Capital 


A  small  business  is  a  fragile  thing.  Too 
much  management  science  can  kill  it. 

THE  ROLE 
OF  THE  BOSS 


MONEY  &  INVESTMENTS 


By  Thomas  P.  Murphy 


If  sheer  activity  and  the  body  of 
published  literature  are  any  meas- 
ure, America  has  entered  the  mil- 
lennium of  management  science. 
Books  are  spilling  off  the  shelves, 
hotel  ballrooms  are  crowded  from 
Labor  Day  on  with  earnest  middle- 
aged  students  of  the  subject,  while 
annually  58,000  M.B.A.s  are  added 
to  the  collective  enlightenment. 

If  all  this  were  merely  harmless,  I 
would  not  bother  adding  this  col- 
umn to  the  abundant  literature  al- 
ready available.  But  some  of  it  is  not 
harmless  and  much  of  what  is  being 
taught  is  positively  destructive  to 
small  and  early-stage  companies. 

Start  with  the  "model,"  nearly 
everybody's  notion  of  how  a  busi- 
ness should  be  organized.  It  is  a  pyr- 
amid, with  the  chief  executive  at 
the  top  and  below  him,  in  three  or 
more  little  boxes,  the  vice  president 
for  sales,  the  vice  president  for  man- 
ufacturing and  perhaps  the  chief  fi- 
nancial officer.  It  is  neat,  orderly 
and  sensible.  It  can  also  ruin  you,  if 
you  take  it  too  seriously. 

Let  me  tell  you  what  happened  to 
one  small  company  where  it  was 
applied.  Venture  capital  money  was 
raised  by  a  small  company  jthat  was 
operating  marginally  but  had  great 
promise.  The  venture  capitalists 
wanted  to  make  it  into  a  "real" 
company  fast,  so  the  chief  executive 

Thomas  P.  Murphy  beads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn 


officer,  who  also  was  making  half 
the  company's  sales,  was  pulled 
back  into  the  office  and  three  crack- 
erjack  new  salesmen  were  hired  to 
more  than  make  up  for  his  absence 
in  the  field.  Cracker  Jacks  they 
might  have  sold.  This  company's 
products,  they  couldn't. 

After  a  year,  all  of  the  new  financ- 
ing had  been  lost.  The  venture  cap- 
italists were  furious  with  manage- 
ment and  walked  away  in  disgust, 
leaving  the  company  to  sink.  Only 
it  didn't  sink.  It  just  stopped  being 
scientific.  The  chief  executive  fired 
the  salesmen  who  couldn't  sell, 
went  back  to  selling — which  he  did 
very  well — and  the  company  slowly 
evolved  into  the  "real"  company 
the  venture  capitalists  had  tried  to 
impose  on  it  prematurely. 

You  may  draw  any  moral  you 
wish  from  that  story,  but  it  persuad- 
ed me  that  small  companies  are 
fragile  and  organic.  The  question  is 
not  whether  they  fit  into  some- 
body's theoretical  notion  of  proper 
organization.  The  question  is:  Do 
they  work?  Can  they  evolve?  If  the 
answer  is  yes,  then  don't  waste  time 
reading  books  and  going  to  semi- 
nars. Follow  your  instincts  and  your 
common  sense. 

Lawyers  and  accountants  are  an- 
other problem  for  entrepreneurs. 
The  conventional  wisdom  urges 
only  the  best.  In  my  experience,  for 
the  early  stages  of  a  company,  this 
just  isn't  so.  There's  something 
wrong  with  what  you  are  doing  if 
you  need  fancy  legal  work.  What 
you  can  afford  is  plain,  off-the-shelf 
contracts  and  that  ought  to  do  it. 
Furthermore,  think  twice  before 
you  ask  your  attorney  to  join  the 
board  of  directors.  At  meetings, 
many  lawyers  have  an  exasperating 
habit  of  pointing  out  obscure  laws 
and  regulations  the  company  is 
probably  violating.  Since  the  direc- 


tors are  often  personally  liable  for 
such  violations,  board  meetings 
turn  into  arcane  legal  debates. 

Accounting  is  a  second  problem 
for  entrepreneurs.  While  the  litera- 
ture abounds  with  morality  tales — 
"Bankrupt.  Poor  devil,  didn't  know 
his  costs" — it  is  my  observation 
that  a  lot  of  small  companies  saddle 
themselves  with  complex  account- 
ing systems  long  before  those  sys- 
tems are  really  needed.  Board  meet- 
ings are  the  clue.  If  the  discussion  is 
about  interpreting  the  figures,  and 
whether  this  or  that  number  is  the 
fiscal  or  calendar  year,  then  the  ac- 
counting system  isn't  guiding  man- 
agement, it  is  confusing  it.  Stay 
with  cash  accounting  and  fiscal 
years  that  start  on  Ian.  1  until  the 
business  matures.  Sophisticated 
systems  are  expensive  and  they  ob- 
fuscate as  often  as  they  enlighten. 

Having  already  set  management 
science  back  to  the  dark  ages,  let  me 
add  a  final  heresy — the  role  of  the 
boss  is  not  to  become  the  serene 
orchestra  conductor  while  others 
tootle  the  instruments.  Fine  for 
larger  companies.  But  small  busi- 
nesses are  generally  founded  on  an 
individual's  special  strength — the 
boss  is  a  gifted  engineer  or  an  excel- 
lent salesman.  Relegate  him  or  her 
too  early  to  the  orchestra-leader  role 
and  you  remove  the  basic  strength 
of  the  business  and  replace  it  with  a 
frustrated  administrator. 

Small  companies  are  often  at 
their  most  dynamic  when  every- 
thing seems  chaotic  and  employees 
tell  you  in  absolute  exasperation 
that  nobody  knows  what  they  are 
supposed  to  be  doing  around  here. 

There  is  one  role,  I  believe,  the 
boss  can't  neglect.  Like  it  or  not,  he 
is  the  father  figure,  the  role  model. 
Employees,  like  children,  are  far 
more  influenced  by  what  the  boss 
does  than  by  what  he  says.  One  of 
the  most  effective  bosses  I  have 
known  works  at  his  image  of  con- 
spicuous frugality.  While  in  reality 
both  wealthy  and  generous,  his 
carefully  cultivated  business  image 
is  .that  of  a  Scrooge.  He  drives  a 
battered  sedan,  dresses  in  early  Sal- 
vation Army  and  makes  a  fetish  of 
turning  off  lights.  His  employees 
aren't  dumb;  they  understand  per- 
fectly what  he  is  doing.  But  they 
also  get  the  message,  and  compa- 
nies he  has  taken  over  have  a  nice 
habit  of  becoming  very  profitable.  ■ 
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REAL  ESTATE 


MAJOR  PRICE  REDUCTIONS 

QUALITY  AT  A  DISCOUNT— Unheard 
of  except  in  today's  strained  economy.  In 
normal  times  the  following  properties 
would  not  be  for  sale  much  less  discounted. 
BIG  HOLE  RIVER 

Architect  designed  residence  on  the  very 
water's  edge  includes  2.5  miles  ot  Blue 
Ribbon  streamed  fishing.  Price  reduced 
over  10%  to $325,000. 
BLACK  FOOT  RIVER 
Over  4  miles  of  river  passes  through  this 
deeded  contiguous  8 .000  acre  block  only  35 
miles  from  Missoula.  Buyer  may  purchase 
either  side  of  river  or  entire  ranch.  It  would 
take  a  lifetime  to  recreate  this  holding 
Nearlv20<7<  price  reduction. 
LIVINGSTON  MOUNTAIN 
A  45  minute  drive  to  the  head  of  the  Shields 
River  puts  you  on  this  4000  acre  holding  on 
the  Forest  Boundary.  Words  cannot  de- 
scribe this  combination  of  forest,  river,  and 
meadows  under  towering  peaks.  Offered  as 
a  unit  or  three  self  contained  parcels.  Price 
reduced  by  over  $1,000,000. 
WILDERNESS  HOMESTEAD 
160  acres  inside  National  Forest  with  log 
home  on  western  Montana's  famous  Rock 
Creek.  Sellers  will  consider  cash  offers  at  a 
20%  discount. 
Contact  exclusive  agents  for  sellers: 

HALL  &  HALL,  INC. 

P.O.  Box  1924 
Billings.  MT  59103 
(406)  252-2155 


HISTORIC  HOTEL  .  .  . 

In  Finger  Lakes  village  noted  for 
its  historic  buildings  &  antique 
shops.  Built  in  1891  and  in  opera- 
tion ever  since,  reception  hall  with 
beautiful  staircase,  lobby,  bar-grill 
room,  large  dining  room,  22 
rooms,  some  need  restoration. 
See  PHOTO  in  catalog.  Turnkey 
operation  for  $75,000. 

NEW  .  .  .  FREE  .  .  . 
FALL  CATALOG!  Top 

real  estate  values  coast  to 
coast!  Please  specify  type 
property  and  location  de- 
sired. 

UNITED  FARM  AGENCY 

61 2- Y  West  47th 
Kansas  City,  Mo.  64112 
Ph.Toll-Free:  1-800  821-2599 


REAL  ESTATE/FOREIGN 


ISLE  OF  LEWIS  SCOTLAND 

Excellent  hunting  estate.  62,000  acres 
plus  9  bedroom  lodge,  deer,  grouse, 
salmon,  trout.  Peat  production  possible. 
$1,250,000  neg.  dollars.  Contact: 
P.  MAC  DONALD  BOREXCO  LTD. 
563  South  Circular  Rd. 
Dublin  8  Ireland. 
TEL:  01  782944./TELEX:  9U40 
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COMPUTERS 


COMPUTERS 


INDUSTRIES,  INC. 


In  Texas  Orders, 
Questions  &  Answers 
1-713-392-0747 
SAVE  BIG  DOLLARS  ON  ALL  TRS-80 


22511  Katy  Freeway, 
Katy  (Houston)  Texas  77450 


To  Order 
1-800-231-3680 
800-231-3681 

HARDWARE  &  SOFTWARE 


TRS-80*  BY  RADIO  SHACK.  Brand  new  in  cartons  delivered.  Save  state  sales  tax . 
Texas  residents  add  only  5%  sales  tax.  Open  Mon  -Fri.  9-6.  Sat.  9- 1  We  pay  freight 
and  insurance.  Come  by  and  see  us.  Call  us  for  a  reference  in  or  near  your  city.  Ref: 
Farmers  State  Bank.  Brookshire.  Texas. 


WE  OFFER  ON  REQUEST 
U\  Federal  Express 
(Overnight  Delivery) 

[7j  Houston 

Intercontinental  Airport 
Delivery  (Same  Day) 

0  U.P.S.  BLUE  (Every  Day) 

References  from  people 
who  have  bought 
computers  from  us 
probably  in  your  city 

"TRS-80  is  a  Registered 
Trademark  of  Tandy  Corp. 

ED  McMANUS 


L   __  ,i 

In  stock 
Ail  TRS-80  Models 

No  Tai  on  Out  ol  Texas  Shipments! 

Save 
10%  15% 

OR  MORE 

Telex  77-4132  (FleksHou) 


WE  ALWAYS  OFFER 
0  NO  extra  charge  for 
MasterCard  or  Visa. 

{7\  We  use  Direct  Freight 
Lines.  No  long  waits. 

0  We  always  pay  the 
freight  and  insurance. 

\7\  Toll  free  order  number. 

0  Our  capability  to  go  to 
the  giant  TRS-80 
Computer  warehouse  5 
hours  away,  in  Ft.  Worth, 
Texas,  to  keep  you  in  stock. 

JOE  McMANUS 


BUSINESS 
OPPORTUNITIES 


COURSES/SEMINARS 
TRAINING  PROGRAMS 


BUSINESS  OPPORTUNITIES 

Established  businesses  located 
west  of  the  Mississippi  for  sale  by 
owners.  Many  owner  financed.  All 
price  ranges  available. 
Call  collect. 

Transportation  &  Related  Businesses 
Lodging  &  Related  Businesses 
Repair  Services 
Amusement  &  Recreation  Businesses 

AFFILIATED  BUSINESS 
CONSULTANTS 

Box  6339,  Dept  F.  Co  Spgs  CO  80934 
(303)  630-8188,  Ex!  14 
No  fee  to  buyer  involved 


LAW  STUDY  THROUGH 
CORRESPONDENCE 

Registered  Law  School 
Qualify  for  California  Bar  Exam. 

Phone  Toll  Free  800-423-4530 
Ca.  residents  phone  800-362-7052 
SOUTHLAND  UNIVERSITY 
Dept.  21B       35  N.  Craig  Ave 
Pasadena,  CA  91107 


FORBES  BINDERS 


OWN  YOUR  OWN 
MONEY  BUSINESS 

"BECOME  A  FINANCIAL  BROKER" 

Utilize  over  24,000  sources  of  capital. 
Clients  will  come  to  your  office  for 
Business  &  Venture  Capital  assistance 

•  Average  request  $1.2  Million 

•  Average  finders  fee  5% 

$18,000  CASH  REQUIRED 
Creative  Capital  Corp. 
Mr.  Metz:  (2131856-0100 


SLIP  CASES 
OR  BINDERS 

In  red  and  gold 

leatherette. 

Slipcase:  $5.95; 

three  for  $17 

Binders:  $7.50; 

three  for  $21.75 

Send  check  with  your  name  and 

address  to: 

JESSE  JONES  BOX  CORP. 

Dept.  FB,  P.O.  Box  5120 

Philadelphia,  PA  19141 

Forbes:  Capitalist  Tool 


one  out  of  every  7  FORBES 
subscribers  is  a  millionaire 


MISCELLANEOUS 
FOR  SALE 


GENUINE  GEMSTONE 
AND  JEWELRY 

Free  wholesale  catalog. 

Satisfaction  guaranteed 
Member  Jewelers 
Board  of  Trade . 

Chamber  of  Commerce 

HOUSE  OF  ONYX 
No.  1  MAIN  ST. 
GREENVILLE, 

KENTUCKY  42345 


11 
ON 

ETC 

II 
x 

W 
'/. 

fdtes 

TOLL  FREE  SERVICE  m 
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COMPLETE  LINE  OF 
INVESTMENT  QUALITY! 
BRAZILIAN  GEMSTONfC 

Direct  from  the  Mines  of 
UNITED  MINING  CORPORA 
u.s.  office: 
235  6th  Street 
Pine  City,  Minn.  55063 
612-629-2537 
lndustria  De  Joias  Padua  LTI] 
Belo  Horizonte,  Brazil 


BUSINESS  CONNECTION 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write  Box  A241  Forbes 
60  Fifth  Avenue 
New  York.  NY  10011 


FORBES 
CLASSIFIED 

FORBES  CLASSIFIED  is  publl 
in  the  first  issue  of  each  m 
Advertising  closing  date  is 
month  preceding  date  of  issu 


FORBES  CLASSIFIED  listing 
accepted  at  the  discretion  o 
publisher  and  are  sold  in 
units  of  one  inch  (14  agate 
for  regular  listings,  and  two  i 
(28  agate  lines)  for  display 
tisements.  Additional  space 
specified  minimums  is  sold 
appropriate  agate  line  rates. 


FOR  ADDITIONAL  INFORMA1 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  CLASSIFY 

60  Fifth  Avenue/New  York,  NY 

(212)620-2440 
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EXECUTIVE  GIFTS 

EXECUTIVE  GIFTS                      EXECUTIVE  GIFTS 

EXECUTIVE  GIFTS 

I  HEWLETT-PACKARD  -  TEXAS  INSTRUMENTS  - 
APPLE  -  ATARI  -  COMMODORE  - 

\  pie  48K  $1069.00,  disk  drive  w/controller  $499.00,  Com- 
[idore  VIC-20  $184.95,  Super  64K  computer  $595.00, 
|ri  400-1 6K  $199.95*,  Atari  800-48K  $659.95,  Tl  99/4A 
Lmputer  $199.95*,  TI-59  $104.00*,  PC-100C  printer 
|!19.95(  HP-41CV  $219.95,  HP-41C  $163.95,  Franklin 
E  100  64K  $799.95,  HP  computers  &  many  printers, 
nitors,  software  available.  COLECO  -  ATARI  - 
kTTEL  -  SONY  -  SHARP  -  PANASONIC  -  KEY- 
ONE  -  OLIVETTI  -  PEARLCORDER  -  CASIO- 
2TOR  —  and  many  more  famous  mfgs.  &  models  in 
ck  now!  Send  $2/domestic  or  $5. 95 /foreign  for  our 
v  1 12-pg  catalog  &  see  what  you've  been  missing! 
eco  Vision  Video  Game  $199.95,  Olivetti  Electronic 
aewriters  Praxis  30  $369.95,  Praxis  35  $419.95,  Sharp 
idheld  computer  PC-1500  $213.95,  Keyphone  KP-6100 
dless  phone  $99.95-many  models,  Pearlcorder  micro- 
j>ette  recorders/accys  S-901  $79.95,  SR  I  I  $139.95, 
io  watches  ex:W20  $24.95,  many  more  models!,  Sony 
Jt  TV  $319.95,  Panasonic  phone  ans.  mach.  KX-T1505 
43.95,  KX-T1520  $168.95,  'Special  promotions,  may  in- 
de  mfg.  rebate  plans-call  or  write  for  info: 

C,  PO  Box  74545,  Los  Angeles,  CA  90004,  800-421-8045 
(213-739-1130,  in  California  800-252-2153.  


CAPITAL  TO  INVEST 


NANCIAL  BROKERS 

INCREASE  YOUR  BROKER  FEES  BY 
OFFEREING  ADDITIONAL  SERVICES 


HONEY 

•0  OPEN  ESCROWS 
IO  TIE-UP  RE  OR 
.  RANSACTIONS 
:  LACED  IN  BANK 
t  CCOUNTS 


ARANTEES  FROM  PRIME  BANKS 

[•  FOR  PRINCIPLE  AND  OR  INTEREST 

LETTERS  OF  CREDIT 
L  WE  PROVIDE  ADDITIONAL  COLLATERAL 
f  COMPENSATING  BALANCES  FOR  REAL 
F   ESTATE  STAND-BYS  &  TAKE  OUTS 
L  VENTURE  CAPITAL  &  REAL  ESTATE 

mOOO  MINIMUM  •  BROKERS  PROTECTED 


lirst  Guaranty  Ltd. 

I  San  Nicolas.  Newport  Beach.  CA  92660 

(714)  640-1633 


IMPORTANT  LARGE  DIAMONDS 
FLAWLESS  TO  VS 
Partial  Listing  of  Inventory 

3.99ct  PearShape   $  18.000 

1 1  41  cl            PearShape    ...5  60.000 

5.78cl  Marquise  $  31.000 

10  58ct  Marquise  $  85.000 

24  35  ct  Marquise  $140,000 

5  00c!  Round  $  19.000 

7.41  cl  Round  $  3.1.000 

13.47  cl  Round  $  49.000 

5  99ct  EmeraldCut       $  33.000 

9.67cl  EmeraldCul  . .  .$  68.000 

13  Old  EmeraldCul       S  63.000 

4.44c!  Oval  $  27.000 

6  68c!  Oval  $  70.000 

AMITON  Estate  Jewelers 
69  West  47th  Street,  NY,  NY  10036 
Toll  Free  1-800-223-5490-1 
NY  State  (212)  247-3218  collect 


CORPORATE  TIES 

Compared  to  any  other  media, 
your  corporate  image  on  ties  speaks 
the  most  eloquently  at  a  surprisingly 
minimal  cost.  Silks  or  polyester. 
Write  or  phone  for  brochure  and 
details.  17S  minimum. 

OST  CRAVATS  INC. 

1429  Reo  Lane,  6666  St-Urbain. 

Lake  Worth,  FL  Montreal.  Canada 

33461  H2S  3H1 

(305)433-1900  (514)271-1112 


Mompion  Stall,  £td. 


THE  EXECUTIVE  COLLECTION 
Hampton  Hall  Ltd.,  the  leading  manufacturer  of  corporate  neckware,  will 
design  a  handsome  tie  and  scarf  for  your  company,  or  school.  Add  to  this  a  leather 
bound  wallet  and  a  belt  of  the  same  motif  and  you  have  the  Hampton  Hall 
executive  collection.  Custom  designed  tote  bags  and  hats  are  also  available.  For 
additional  information  and  brochure,  please  call  or  write:  (min  orHer  150  units) 
HAMPTON  HALL  LTD.,  51  East  42nd  St.,  N.Y.,  N.Y  10017  (212)  687-6810 


Dept.  FB-L2 


TRAVEL 


Discover  the  wines 
and  history  of  France 
as  you  cruise  through 
the  Burgundy  region 

Glide  past  the  chateaux 
and  vineyards  of 
Burgundy  as  you  dine  on 
Nouvelle  Cuisine  aboard 
the  elegant  hotel  barge, 
Janine.  And  it's  only  one 
cruise  of  many  we  offer  from  March 
through  November  in  England,  France, 
Holland  and  Belgium 
Isn't  this  the  year  to  let  yourself  go? 

Floating  Through  Europe,  Inc. 

Leisurely.Tuxurious,  hotel  barge  cruises. 

Write  for  color  brochure. 

271  Madison  Ave.,  Dept.  37 

New  York,  NY  10016  (212  1 685-5600 


Cruise  beautiful  French  canals 
on  hotelboat!  Superb  French 
cuisine  Relax  on  sundeck  or  cy- 
cle alongside  while  floating 
through  Burgundy  Visit  pictur- 
esque villages  and  chateaus  In- 
dividuals or  charier  group  (max- 
imum-12)  Paris  pickup  HORI- 
ZON 215  N.  75th,  Belleville.  IL 
62223  ,  800-851-3448 
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$275 
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li*"  $1  TODAY!  1 

My  main  interest  is: 
|  Please  pnni   □  Goll   □  Tennis   □  Racquetball 

|  NAME  

|  Address  

|  City  State  Zip  

|  ^Com&srd's  iaei  n.e.  163  st. 

p    No.  Miami  Beach,  Fla.  33162 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 

*  Total  paid  circula- 
tion: 700,000 


*  186,000  serve  on 
their  companies' 
board  of  directors 

*  336,000  are  in  top 
management  positions 


*  236,000  serve  on 
boards  of  one  or 
more  companies 

*  Average  household 
income:  $93,000 


*  684,600  own 
securities.  Average  . 
value:  $473,000 

*  Average  net  worth: 
$724,000 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


Abbot  Labs  1 24 

Aetna  Life  &  Casualty  207 

H.F.  Ahmanson   ,  80 

Alamo  Savings  Assoc  of  Texas  102 

Alexander  &  Alexander   168 

Americana  Hotels  &  Realty   41 

Americana  Realty  Advisors   41 

American  Express   80 

American  Greetings   66 

American  Hoist  &  Derrick  108 

American  Natural  Resources   44 
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Apogee  Enterprises  116 
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Banc  One   201 
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Bendix   20 
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Black  &  Decker   224 
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Bolar  Pharmaceutical   124 
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Brasilinvest  Overseas 

Bank  Ltd  (Brazil)   40 

Breck  132 
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Brown  Group   65 

Businessland  202 
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Faberge  132 

Fidelity  Brokerage   10 

Financial  Corp  of  America   102 

First  Charter  Financial   80 
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Fleetwood  Enterprises  226 

Florida  National  Banks   63 

Ford  Motor  54 

GNC  Energy   43 

Gelco  94 

Genentech   42 
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General  Mills   66 

GM  54 
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E.F.  Hutton   108 
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IBM   54 

Invest  10 
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Johnson  Prods   136 
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Do  you  know  anybody 
who  is  somebody  in  business 
who  does  not  read 
Forbes  Magazine? 

Forbes: 
CapitalistTbol 
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Flashbacks 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Sixty  years  ago  in  Forbes 

From  the  issue  of  December  9,  1922) 

'Is  it  wise  for  well-to-do  rich  men  to 

retire  from  the  daily  grind  when  they 
let  on  in  years?  Is  it  a  good  thing  for 
:hemselves?  Is  it  a  good  thing  for  the 
/ounger  'climbers'?  Is  it  a  good  thing 
or  the  nation?  These  questions  are 
Drompted  by  Charles  M.  Schwab's  de- 
:ision  to  unload  most  of  his  day-to- 
iay  burdens  upon  the  younger  execu- 
:ives  he  has  trained  to  handle  the  af- 
airs  of  the  gigantic  Bethlehem  Steel 
Zorp.  Mr.  Schwab  was  60  on  his  last 
rirthday.  .  .  .  Mr.  Schwab  intends  to 
emain  as  chairman  of  the  board  and 
will  continue  to  take  a  fatherly  inter- 
est in  his  'boys'  and  in  all  the  activi- 
ies  of  the  huge  enterprise  he  has 
eared.  But  the  daily  managerial  re- 
ponsibilities  have  been  transferred  to 
resident  Eugene  G.  Grace  and  other 
ading  executives." 


Mew  Bethlehem  Steel  head  Eugene  Grace 

I  Labor  conditions,  from  the  workers' 
<  iewpoint,  continue  to  improve.  A  re- 
new of  the  situation  by  the  Labor 
bureau,  Inc.,  economic  adviser  to 
evading  national  labor  unions,  de- 
clares that  as  a  result  of  the  improved 
Industrial  situation  the  'bargaining 
ower  of  labor  is  increased  and  wages 
n  more  occupations  have  begun  to 
nove  up.'  The  bureau  gives  as  one  of 
be  causes  of  the  present  labor  short- 
:ge  in  certain  parts  of  the  country  the 
ixtraordinary    emigration    of  un- 
killed  workers  from  the  U.S.  to 
outhern  European  countries,  which 
i  as  more  than  offset  the  immigration 
'om  those  countries  to  the  U.S.'  " 

The  Russian  banking  system  is  rap- 
lly  getting  back  to  normal.  The  State 
ank  issued  a  list  of  foreign  banks 


which  have  agreed  to  act  as  its  corre- 
spondents in  the  principal  European 
countries  [except]  France.  .  .  . 

"  'The  Soviet  government  must  not 
be  afraid  to  give  concessions  to  for- 
eign capitalists,'  Premier  Lenin  de- 
clared at  a  great  meeting  of  the  Mos- 
cow Soviet.  'Russia,'  said  Lenin,  'is  so 
big  and  has  such  wonderful  economic 
possibilities  that  there  is  no  reason  to 
refuse  any  fair  proposition  from  inter- 
ests outside  the  country.'  " 

Fifty  years  ago 

(December  1,  1932) 

"A  forgotten  man  won't  stay  forgot- 
ten. If  he  can't  get  food  for  himself  and 
starving  dependents,  he  will  kick  over 
the  traces  and  take  it.  Drive  a  man 
and  his  family  to  desperation,  and  he 
begins  to  ask — and  answer — certain 
fundamental  questions:  'Haven't  I  as 
much  right  to  a  living  as  any  other 
man  on  the  face  of  the  earth?  I  have!  Is 
it  my  fault  that  I  can't  find  work?  It 
isn't!  If  the  big  fellows  who  have  been 
running  the  country  fall  down  on 
their  job,  why  shouldn't  they  be 
kicked  out  the  same  as  I  have  been?'  " 

"The  first  momentous  task  confront- 
ing President-elect  Roosevelt  is  the 
choice  of  a  Cabinet.  His  selections  will 
afford  a  trustworthy  clue  to  the  com- 
plexion of  his  Administration.  The 
financial  and  business  world  is  less 
concerned  over  the  type  of  man  he 
picks  for  Secretary  of  State  than  the 
caliber  and  character  and  record  of  his 
Secretary  of  the  Treasury  and  his  At- 
torney General.  Happily,  he  has  a 
wealth  of  eminently  able  men  to 
choose  from  for  both  offices.  A  radical, 
trust-busting,  hell-raising  Attorney 
General  would  incite  grave  apprehen- 
sion, distrust,  unsettlement.  Appoint- 
ment of  a  third-rater  to  the  Treasury 
would  also  arouse  forebodings.  .  .  ." 

The  two  items  above  show  the  con- 
flicting impulses  of  an  editor  like  B.C. 
Forbes  at  the  bottom  of  the  Depres- 
sion. Two  items  above  he  warns  of  the 
vengeance  the  forgotten  man  might 
justly  take.  Then  he  reverts  to  the 
conventional  wisdom  by  urging 
Franklin  Roosevelt  to  make  "sound" 
choices  for  his  key  cabinet  posts — 
leaving  himself  wide  open  to  the  re- 
tort that  it  was  such  men  who  had  led 
the  country  into  the  Depression. 

"Bank  failures  took  a  slight  spurt 
toward  the  end  of  the  past  month,  but 
the  closings  were  restricted  for  the 
most  part  to  special  localities,  and 


none  of  them  was  particularly  impor- 
tant. Figures  for  all  of  October  show 
that  total  bank  failures  in  that  month 
were  only  67,  compared  with  the  rec- 
ord for  the  entire  depression  of  522 
failures  in  October  of  last  year." 

Twenty -five  years  ago 

(December  1,  1957) 

"In  Duncan,  Okla.  last  month,  even 
the  hardbitten,  pipe-wrestling  oilfield 
crews  felt  remorse  at  the  news:  'Erie 
P.'  was  dead  at  65.  The  pint-sized  put- 
terer  who  parlayed  an  old  pump  and  a 
piece  or  clothesline  into  the  world's 
biggest  oil  service  company  had  be- 
come a  living  legend  wherever  oilmen 
gathered.  Though  he  owned  but  $6 
million  in  shares  of  $143.8-million 
(assets)  Halliburton  Oil  Well  Cement- 
ing Co.  when  he  died,  founder  Halli- 
burton's uncanny  ways  with  an  oil 
well  had  brought  him  a  fortune  worth 
ten  times  that  amount." 


Halliburton  Co.  founder  Erie  P.  Hallibur- 
ton, in  a  picture  taken  about  1922 

"White-collar  pay  in  New  York  City 
has  shown  a  startling  increase  over 
the  past  ten  years,  a  survey  shows. 
Due  to  the  severe  shortage  of  clerical 
workers,  the  average  salary  paid  such 
men  and  women  zoomed  a  hefty 
71%,  against  65%  for  factory  work- 
ers. Meanwhile,  paychecks  were  fur- 
ther fattened  by  a  marked  decrease 
in  the  standard  work  week  (almost 
60%  of  Manhattan-based  companies 
now  schedule  work  weeks  of  less 
than  36  hours)." 
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The  man  who  lives  for  himself 
is  a  failure;  the  man  who 
lives  for  others  has  achieved 
true  success. 
Norman  Vincent  Peale 


I  tell  you  that  as  long  as 
I  can  conceive  something 
better  than  myself,  I  cannot 
be  easy  unless  I  am  striving 
to  bring  it  into  existence 
or  clearing  the  way  for  it. 
George  Bernard  Shaw 


Real  merit  of  any  kind 
cannot  long  be  concealed. 
It  may  not  always  be  rewarded 
as  it  ought;  but  it  will 
always  be  known. 
Lord  Chesterfield 


The  world  often  rewards 
the  appearance  of  merit 
than  merit  itself. 
La  Rochefoucauld 


No  man  has  come  to  true 
greatness  who  has  not  felt 
in  some  degree  that  his  life 
belongs  to  his  race,  and  that 
what  God  gives  him  he  gives 
him  for  mankind. 
Phillips  Brooks 


Nothing  is  impossible 
to  a  willing  heart. 
John  Heywood 


No  man  who  continues  to  add 
something  to  the  material, 
intellectual  and  moral  well- 
being  of  the  place  in  which  he 
lives  is  left  long  without 
proper  reward. 
Booker  T.  Washington 


Perpetual  devotion  to  what 
a  man  calls  his  business  is 
only  to  be  sustained  by 
perpetual  neglect  of  many 
other  things.  And  it  is 
not  by  any  means  certain  that 
a  man's  business  is  the  most 
important  thing  he  has  to  do. 
Robert  Louis  Stevenson 


Thoughts 

on  the  Business  of  Life 


If  I  only  have  the  will  to 
be  grateful,  I  am  so. 
Seneca 


It  is  not  money  but  the  joy 
of  achievement,  the  joy  of 
creating,  of  developing 
something,  that  spurs  on 
most  men  who  become  factors 
of  the  first  importance  in 
the  business  world.  Providence 
would  seejn  to  have  ordained 
that  the  man  who  serves 
most  shall  reap  most. 
B.C  Forbes 


Success  is  the  reward 
for  accomplishment. 
Harry  F.  Banks 


Wealth  does  not  bring 
excellence,  but  that  wealth 
comes  from  excellence. 
Plato 


Life  is  essentially  a 
bundle  of  energy  to  be 
burned  up  in  enriching 
oneself  as  well  as  others. 
Harry  G.  Mendelson 


A  wise  man  ought  to  have 
money  in  his  head  but  not 
in  his  heart. 
Jonathan  Swift 


Lives  of  great  men  all  remind 
us  that  we  can  make  our  lives 
sublime,  and  departing,  leave 
behind  us  footprints  on  the 
sands  of  time. 

Henry  Wadsworth  Longfellow 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


The  best  way  to  get  the 
best  of  the  world  is  to 
make  the  world  better. 
Arnold  Glasow 


Money  is  not  required  to 
buy  one  necessity  of  the  soul. 
Henry  David  Thoreau 


Everywhere  in  life  the  true 
question  is,  not  what  we  have 
gained,  but  what  we  do. 
Thomas  Carlyle 


He  who  does  kind 
deeds  becomes  rich. 
Hindu  Proverb 


All  that  we  send  into 
the  lives  of  others 
comes  back  into  our  own. 
Edwin  Markham 
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A  Text . . . 

But  let  judgment  run 
down  as  waters,  and 
righteousness  as  a 
mighty  stream. 
Amos  5:24 


In 


Sent  in  by  Nell  C.  Baker,  Tallahassee,  Fla. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Lo,  once  more  the  fields 
have  ripened  to  the  harvest 
and  the  fruitful  earth  has 
fulfilled  the  promise  of 
spring.  The  laborer's  work 
is  done;  he  has  sown  and  he 
has  reaped;  he  has  planted 
and  he  has  gathered.  How  rich 
and  beautiful  the  store. 
Percival  Chubb 
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How  dareThe  Glenlivet 
be  so  expensive? 


How  dare  we  place  such 
premium  on  our  12-year-old 
Scotch?  The  same  reason  vintage 
rines  and  fine  cognacs  are  so 
xpensive.  Superior  taste.  Just 
me  sip  and  you'll  know  that 
lie  Glenlivet  has  a  taste  that's 
ecidedly  superior. 

The  Glenlivet  is 
cotland's  first  and  finest  single 
lalt  Scotch.  Nothing  but 
30%  Highland  malt  whisky, 
istilled  from  natural  spring 
/ater  and  fine  malt  barley, 
ed  in  oaken  casks,  just  as  it 
lways  has  been. 


ill 


Only  our  time-honored 
methods  can  truly  achieve 
The  Glenlivet's  unequaled  taste. 
A  taste  that  sets  it  apart.  Its 
smoothness,  body  and  bouquet 
are  qualities  found  only  in  this 
unique  Scotch. 

Of  course,  you  may  elect 
to  purchase  a  good  Scotch  that's 
less  expensive.  But  for  a  truly 
superior  taste,  you  have  to  pay 
the  greater  price. 

The  Glenlivet 

12-year-old  unblended  Scotch. 
About  $20  the  bottle. 


12  YEARS  OLD 


GRAM  DISTILLERS  CO 


THE  CITI  Or  TOMORRO 


— 


Where  electronic  banking  services  reflect  your  company's 
specific  financial  needs. 


At  Citibank,  electronic  banking  services  are 
tailored  to  help  you  manage  your  staff,  your  money, 
your  entire  financial  operation. 

Case-in-point:  Security.  Passwords  can  be 
assigned  to  provide  access  to  information  by  dollar 
amounts.  By  specific  accounts.  By  type  of  trans' 
action.  Even  by  time  of  day. 

Citibankers  can  adapt  many  other  electronic 
banking  services  to  your  needs,  such  as  automating 
funds  transfers  or  other  repetitive  processes. 


'  1982  Citibank.  N  A  Member  FDIC 
——————— 


Or  retrieving  information  on  balances  in  all  of  your 
accounts— even  if  your  accounts  are  with  several 
banks.  Or  in  several  countries. 

For  a  fact'filled  electronic  banking  brochure, 
call  your  local  Citibanker  or  write  to:  Citibank, 
Electronic  Banking,  399  Park  Avenue,  New  York, 
NY  10043. 

CITIBANK® 

GLOBAL  ELECTRONIC  BANKING 

The  Citi  of  Tomorrow  and  Global  Electronic  Banking  are  service  marks  ot  Citibank  N  A 
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J11ARS  AND  FIFTY  CENTS 


TALY'S 
FEW  LOVE 
iFFAIR 
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EXXON 


At  Exxon  Office  Systems,  we  believe  the  key  word  in  word  processin  ieE 
is  value.  m 

Our  EXXON  510  word  processor,  for  the  price,  offers  a  greater  combi 
tion  of  practical  function  and  performance  features,  and  reliability  than  the  b;  m 
processors  compared  here. 

But  having  a  leading  value  at  entry  level  is  just  the  beginning  of  the  " 
Exxon  office  automation  story. 

Coming  from  our  research  and  development  is  a  new  line  of  versatile  ml 
peripherals,  like  quiet  image  printers.  And  they're  all  designed  to  fit  iajo 
quickly  and  easily  into  a  cost-efficient,  integrated  system  centered  around 


ROCESSORIS 
fALUE? 


i'  ""I  f  f  mm—  i 

SSSSSSSSS^SSSSSBBBV 


I  !  It 


i  1  i  x  \ 

t  •  i  •  i  '.  \ 


lie  EXXON  500  Series  word  processors.  Making 
;iem  even  more  productive.  For  years  to  come. 

Our  commitment  to  your  office  automa- 
>n  is  underscored  by  another  invaluable  benefit. 

We  offer  the  support  of  one  of  the  largest 
des  and  service  organizations  in  the  country. 

We  don't  say  you  have  to  buy  us.  But 
[u  have  to  consider  us.  Not  to  would  be  a 
ajor  mistake.  For  the  office  of  tomorrow  call  or 
dte  today 
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Exxon  Office  Systems 

P.O.  Box  10184.  Stamford.  CT  06904 

I'd  like  to  know  more  about  the  EXXON  500 
Series  word  processor.  I'd  like  a  demonstra- 
tion. Have  your  representative  call. 


Name_ 


_Title. 


Company. 
Address  


City  

Telephone^ 


_State_ 


_Zip_ 


800-327-6666. 

IN  CONNECTICUT,  800-942-2525. 
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48  Colgate-Palmolive  Has 
it  forgotten  how  to  launch 
new  products? 
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Baldwin-United 

Morley  Thompson  used  tax  accounting  wiz- 
ardry to  transform  the  old  Baldwin  Piano  Co. 
into  a  financial  giant.  But  the  music  is  begin- 
ning to  sound  off-key. 

34  Corporate  Extortion: 

The  Nightmare  Nobody  Talks  About 

It's  been  going  on  for  years.  The  Tylenol 
tragedy  merely  brought  it  into  the  open. 
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A  new  law  may  make  it  the  place  to  be  if  your 
company  is  fighting  a  hostile  takeover. 
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42  Belgium: 

A  Failure  Of  Nerve 

Belgium's  politicians,  concerned  with  nation- 
al unity,  tried  to  buy  labor  peace  but  purchased 
only  uncompetitive  industry  instead. 

48  Companies: 

Colgate-Palmolive  I 

Soft-spoken  Keith  Crane  is  effectively  weed- 
ing out  the  losers.  The  question  is,  where  are 
the  winners? 

50  Companies: 

Ryder  System,  Inc. 

This  recession,  a  recession-vulnerable  com- 
pany decided  to  be  ready — and  was. 

56  Companies: 

Continental  Group 

A  philosophy  that's  yet  to  prove  itself. 

58  The  Mortgage  Market: 

Good  Enough  For  The  Pension  Funds? 

The  last  major  untapped  source  of  money  for 
the  conventional  mortgage  market  may  be 
about  to  get  tapped. 


60  Bowling: 

"1931  Was  A  Good  Year" 

Here's  a  business  nothing  seems  to  hurt. 

79  Companies: 

McDonnell  Douglas 

Sandy  McDonnell  just  won't  give  up.  His 
latest  attempt  to  stay  in  the  commercial 
airliner  business  may  have  changed  the  inter- 
national aircraft  game. 

88  The  Up  &  Comers: 
Kroy  Inc. 

"We  will  only  have  a  monopoly  so  long, "  says 
Don  Gustafson.  "We  have  to  do  this  right." 

95  The  Up  &  Comers: 

Wells-Gardner,-  Safeguard 

Video  games  giveth  and  they  taketh  away; 
and  a  case  where  the  words  "a  chance  like 
this"  mean  there's  very  little  choice. 

98  International  Trade: 
Enough  Of  Your  Promises 

Washington's  blunt  message  to  Japan:  It's  not 
protectionism  we're  after  but  reciprocity. 

100  The  Money  Men: 
William  D.  Witter 

The  Witter  who  didn't  wind  up  working  for 
Sears  has  done  right  well,  thank  you,  working 
for  himself. 

104  Profiles: 

John  H.  Johnson 

"I  believe  in  miracles,"  says  the  most  power- 
ful black  businessman  in  America.  "I  believe 
my  success  is  a  miracle."  If  it  is,  it's  one  he 
made  himself. 

110  Copper: 

Bad  Enough  Yet? 

One  of  those  industries  that  must  get  simply 
awful  before  it  gets  better.  It's  simply  awful 
now.  So.  .  .  . 
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The  man  who~brought  you  Perrier  is  trying  for 
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124  Companies: 

Anderson,  Clayton 

No  tough  talk  this  time. 

128  Railroads: 

End  Of  The  Line  For  The  Caboose 

A  piece  of  Americana  is  fading  into  history — 
and  collectibility. 


4 


FORBES,  DECEMBER  20,  1982 


79  McDonnell  Douglas:  It 
i  stays  in  civil  aircraft  for 
\  more    than  sentimental 

reasons. 


100  The  Money  Men;  "If  I 
had  stayed  around  20 
years,  1  would  have  had  a 
shot  at  it. " 


104  Profiles:  "  There  is  no 
such  thing  as  permanent 
success. " 


132  The  Numbers  Came 
Nice  and  clear  hut  very, 
very  rigid 


132  The  Numbers  Game: 
Real  Estate  Accounting 

FASB  statements  66  and  67  are  intended  to 
bring  about  order.  Unfortunately,  the 
changes  will  frequently  be  for  the  worse. 

134  Taxing  Matters: 
Partial  Liquidations 

Companies  use  them  to  give  shareholders  a 
tax  break.  Now  the  IRS  is  helping. 

136  Cover  Story: 
Italy 

Italian  politics  are  a  disaster  and  much  of 
Italian  economic  statistics  are  a  20th-century 
horror  story.  So  why  is  Italian  technology 
thriving? 

Faces  Behind  The  Figures 

147  Roscoe  Egger, 

Commissioner,  Internal  Revenue  Service 

147  George  Hyde, 
Mentholatum  Co. 

148  Robert  Bradley, 

National  Electronic  Information  Corp. 

148  Warne  Boyce, 

Microbac  Laboratories 

150  Herbert  A.  Simon, 

Nobel  laureate 

150  Roger  Tyndall, 

Newsletter  publisher 


152  Personal  Affairs: 

The  Subject  Is  Thinking 

How  Edward  de  Bono  makes  a  nice  living 
from  it.  What  some  top  U.S.  executives  have 
to  say  about  it. 


162  Statistical  Spotlight: 

Kicking  A  Stock  When  It's  Down 

Issues  not  in  the  rally  are  going  to  be  driven 
down  even  more  by  tax-selling.  Happily, 
some  may  rebound  all  the  more  in  January. 
Here  are  90  possibilities. 

170  The  Streetwalker: 

Bullish  On  Santa  Claus 

That's  one  reason  retail  stocks  have  been  so 
hot.  Also:  Carson  Pirie  Scott  as  a  takeover 
candidate;  two  analysts  move  some  stocks; 
Hambrecht  &  Quist  stays  the  course;  and 
biotech  heats  up. 


Money  And 
Investments 

25 

What's  Ahead 
For  Business 
26 

The  Forbes  Index 
159 

The  Forbes/ 
Wilshire  5000 
Review 

Columnists 

169 

Ben  Weberman 
172 

Heinz  H.  Biel 
173 

Ashby  Bladen 
174 

Ann  C.  Brown 
176 

David  Dreman 
178 

Stanley  W.  Angrist 
179 

Srully  Blotnick 
180 

Thomas  P.  Murphy 


Departments 


Side  Lines 
8 

Trends 
12 

Follow-Through 
14 

Readers  Say 
17 

Fact  and  Comment 
20 

Other  Comments 
182 

Editorial  Index 
183 

Flashbacks 
184 

Thoughts 


Photos: 

6,  Bill  Kelly;  8,  Liaison;  10,  Ed  Bailey;  31,  loe  McNally/Camera  5; 
33,  Tom  Hubbard;  36,  100,  Joyce  Ravid;  37,  Jacksonville  Journal, 
39,  Wide  World;  44,  128,  153  top  right.  Black  Star;  50,  Ray  Fisher; 
56,  Michael  Abramson;  58,  Doug  Wilson/Black  Star;  88, 
Hairy  Redel/Black  Star;  95,  104,  106,  Wm.  Franklin  McMahon; 
98,  Bruce  Coleman  Inc.;  119,  Armen  Kachaturian;  124, 
John  Grossman;  138  top,  140,  Cotton  Coulson/Woodfin  Camp; 
142,  Italian  Government  Tourist,  147  left,  Jim  Pickerell;  147 
right,  Joe  Travers/Liaison,  148  left,  Jim  Pozahk,  148  right,  150 
left,  Lynn  Johnson/Black  Star;  150  right,  ludith  Gefter;  156  top, 
center,  Carl  Iwaski 
Illustrations: 

49,  Gary  ViskupiC;  62,  ©  1982  Hanna-Barbcra  Productions  Inc.; 
132,  134,  Chas  B.  Slackman 
Cover  Art: 
Robert  Grossman 

ForbcsJISSNOOl  569 14|ispubhshed  biweekly  by  Forbeslnc,  60 Fifth 
Ave,  New  York,  NY.  1001 1.  Second-class  postage  paidat  New  York, 
N  Y.  and  at  additional  mailing  offices.  Subscription  $33  a  year, 
U.S.A.  Postmaster;  Send  address  changes  to  Forbes,  60  Fifth  Ave  , 
New  York,  N.Y.  10011.  Copyright  ©  1982  Forbes  Inc.  Title  is 
protected  through  a  trademark  registration  in  the  U.S.  Patent  Office. 


FORBES,  DECEMBER  20,  1982 


5 


Forbes 


Side  Lines 


Editor 

Iames  W  Michaels 


Managing  Editor 

Sheldon  Zalaznick 


Assistant  Managing  Editors 

lames  Flanigan,  Geoffrey  Smith 
Executive  Editors:  lames  Cook,  Jefferson  Grigsby 
Economics  Editor:  Ben  Weberman 
Art  Director:  Everett  Halvorsen 

Senior  Editors:  Ruth  M.  Gruenberg,  Howard  Rudmtsky, 

|ohn  A  Conway,  William  G.  Flanagan,  Thomas  O'Donnell, 

Stephen  Kindcl,  Harold  Seneker 

Contributing  Editors:  Richard  Phalon, 

Clothicld  Spencer,  Norman  Gall,  Dero  A.  Saunders 

Associate  Editors:  lean  A.  Bnggs,  Subrata  N.  Chakravarty,  Christine 

Miles,  Donald  E.  Zipperer,  Carol  E.  Curtis,  Richard  Greene,  Eamonn 

Fingleton,  Richard  L.  Stern,  Betty  Franklin,  Barbara  Ettorre,  John  R. 

Dorfman,  Pnscilla  S-  Meyer,  Steve  Kichen,  Peter  Kadzis 

Staff  Writers:  lohn  A  Byrne,  Pamela  Shernd,  Paul  B  Brown,  Jeff 

Blyskal 

Reporters:  William  Harris,  Thomas  laffe,  Barbara  Rudolph, 
lonathan  Greenberg 

Senior  Reporter-Researchers:  Alyssa  A  Lappen, 
laync  A  Pearl,  Paul  Bornstein,  Jon  Schnber 
Reporter-Researchers:  Merrill  Vaughn,  lay  Gissen, 
Janet  Bamford,  Laura  Saunders,  Robert  McGough,  Anne  Field, 
Laura  Rohmann,  Kevin  McManus,  Ellyn  Spragins,  Aaron  Bernstein, 
Robert  Teitelman,  Jill  Andresky,  Martin  Love 
Washington  Bureau:  Jerry  Flint,  Manager,  Howard  Banks, 
Allan  Dodds  Frank,  Desiree  French 

West  Coast  Bureau:  John  Merwin,  Manager,  Kathleen  K.  Wiegner, 
Michael  Cieply  Ellen  Paris 

Southwestern  Bureau:  William  Baldwin,  Manager; 
Tom  Mack,  Anne  Bagamery 
Midwestern  Bureau:  Lisa  Gross 

European  Bureau:  Lawrence  Minard,  Manager;  Rosemary  Brady 
Columnists:  Heinz  H.  Biel,  Stanley  W  Angnst,  Srully  Biotnick, 
Thomas  P.  Murphy,  Richard  B.  Hoey,  DavidDrcman,  Ashby  Bladen, 
Ann  C.  Brown 

Art  Department:  Roger  Zapke,  Ronda  Kass,  Associate  Art  Directors, 
Robert  Mansfield,  Assistant  Art  Director;  Nikki  Frost, 
Thea  S  Wieseltier,  Photo  Editors;  Hadas  Dembo,  Photo  Research; 
Andrew  Christie,  Charts 

Information  Services:  Robert  M.  Sterenson,  Manager, 
Library:  Dolores  A.  Lataniotis,  Chief;  Clanta  Jones,  Assistant; 
Dominic  Madormo,  Debra  Rapps,  Susan  Dietrich,  Research; 
Santiago  Alvarado,  Gloria  Katz 

Statistics:  Donald  E.  Popp,  Editor,  Maria  M.  Latorraca,  Associate 

Editor,  Ann  C.  Oliver,  Assistant  Editor,  Edward  Sakalian, 

Melody  Wagstaff,  Diana  L.  Hoadley 

Copy  Department:  Marlene  Mandel,  Deputy  Chief; 

Jane  Lashaw,  Dolores  Guilhot 

Director  of  Production:  John  I.  Romeo; 

Robert  M-  Rosengarten,  Edward  B.  Morgan,  Peter  Althofl, 

Joseph  De  Gray,  Lucille  Landi,  Assistants 

Advertising  Production:  Patricia  Deckelnick 

Director  of  Photocomposition:  James  Cianelli; 

Karen  Heuler,  Assistant;  Mark  Decker,  Johnnie  English,  Arthur  Petz 


Chairman  and  Editor-in-Chief 

Malcolm  S.  Forbes 


President  and  Deputy  Editor-in-Chief 

Malcolm  S.  Forbes  Jr. 

Publisher 

Iames  J.  Dunn 

Executive  Vice  President 

Leonard  H.  Yablon 


Vice  President-Associate  Publisher:  Christopher  Forbes 

Vice  President-Administration:  Scott  R  Yablon 

Vice  President-Finance:  Seymour  Fried 

Vice  President-Controller:  Joel  B  Redler 

Vice  President-Treasurer:  Leonard  Greenberg 

Director  of  Advertising:  Stephen  G  Nicoll 

Director  of  Corporate  Communications:  Wm  Donald  Garson 

Director  of  Circulation:  John  M.  Thornton 

Director  EDP:  Jerome  Hoffman 

Advertising  Representatives: 

New  York:  Donald  W-  MacDonald.  Eastern  Manager, 

George  C.  Clissold  G.  Croft  Henry,  Richard  Calkins, 

Ellen  S.  Dweck,  Jeffrey  M-  Cunningham, 

Christopher  M.  Andrews,  Nick  Carter,  Gerard  F.  Moss 

Arnold  J  Pnves,  Director  Advertising  Supplements 

Thomas  G.  Petersen,  Codirector,  Adv  Supplements 

loan  E.  van  Diepen,  Codirector,  Adv  Supplements 

fames  W  LaCingnola,  Dir.,  lnt'l.  Adv.,  The  Americas,  Asia,  Pacific 

Atlanta:  Charles  S  Thorn  Jr ,  Manager 

Chicago:  James  H  Mallon,  Manager 

William  J  Powers  Jr.,  Robert  W.  Buckley  Jr. 

Cleveland:  lames  B.  Norton,  Manager 

Dallas:  Fred  H. Wellington,  Manager 

Detroit:  Don  Dane,  Manager 

Los  Angeles:  Craig  E  Miller,  Manager 

San  Francisco:  Richard  W.  Reynolds,  West  Coast  Manager 

London:  Peter  M.  Schoft,  Director,  lnt'l  Adv. 

Corp.  Report  Updates:  Sarah  Madison 

Classified:  Linda  Loren 


Mgr.  Subscription  Service:  T.M.  York  (212-620-2243) 
60  Fifth  Ave.,  New  York,  N.Y.  10011 


PAID  CIRCULATION  OVER  700,000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


Columnist  emeritus 

At  the  young  age  of  75  and  after  32  years  of  writing  for  Forbes,  Heim 
H.  Biel  has  asked  to  be  relieved  from  the  pressure  of  writing  a  columr 
every  two  weeks.  And  so  his  last  regular  contribution  appears  in  thil 
issue  on  page  172.  (It  strikes  a  hopeful  note  at  a  time  when  not  mucr 
news  is  hopeful.)  Heinz  will  continue  to  be  active  in  the  investment 
business  where  he  is  a  vice  president  of  the  firm  Janney  Montgomery 
Scott,  and  so  we  asked 
whether  he  would  turn 
out  a  guest  column  for 
Forbes  whenever  the  spir- 
it moved  him.  He  prom- 
ised he  would.  So  Heinz' 
insights  won't  be  entirely 
gone  from  our  pages. 
Thanks,  Heinz,  for  three 
decades  of  sage  advice, 
and  welcome  to  the  role  of  Heinz  H.  Biel 
columnist  emeritus.   

Those  irrepressible  Italians 

After  visiting  Italy  last  month  for  Forbes,  staffers  Stephen  Kindel  and 
Rosemary  Brady  report  that  Italy's  swollen  government  bureaucracy 
exists  but  it  doesn't  function.  Result?  Against  all  the  odds,  the  Italian 
economy  is  vital  and  prosperous.  So  much  so,  Steve  Kindel  tells  us,  that 
this  country,  which  for  decades  poured  its  surplus  population  into  the 
New  World,  is  itself  now  experiencing  an  influx  of  illegal  immigrants 
seeking  jobs  there.  The  reason  this  is  so  unexpected  is  that  almost  all  of 
the  vitality  and  prosperity  comes  from  the  unofficial  economy,  not  the 
official  one.  Thomas  Jefferson  said  the  government  that  governs  best 
governs  least.  The  modern  Italian  version  of  that  aphorism  might  be:  If 
one  must  have  big  government,  that  big  government  that  governs  least 
effectively  governs  best.  Our  story  tells  how  Italian  ingenuity  has  done 
for  the  country  what  Italian  planning  could  never  accomplish.  It  starts 
on  page  136. 

None  but  the  brave 

I've  never  had  the  pleasure  of  meeting  McDonnell  Douglas  Chairman 
Sandy  McDonnell,  but  I  admire  him.  Read  Howard  Banks'  story 
"Sandy's  gamble"  and  you'll  understand  why.  At  a  time  when  most 
corporate  chiefs  seem  obsessed  with  quarterly  earnings  and  grandiose 
acquisitions,  McDonnell  is  investing  heavily  in  the  long-run  future  of 
his  company,  and  he's  not  losing  too  much  sleep  about  what  his 
moves  will  do  to  quarterly  earnings.  Story  starts  on  page  79. 

The  losers 

Unfortunately,  not  all  the  men  who  run  American  business  run  their 
companies  the  way  Sandy  McDonnell  does  his.  Richard  Stern's  ac- 
count of  the  convolutions  at  Baldwin-United  is  a  reminder  that  there 
are  skeletons  in  our  corporate  closets;  story  starts  on  page  31.  Stern 
and  Paul  Bornstein  did  plenty  of  detective  work  to  get  the  facts  on  a 
company  that  still  ranks  as  a  glamour  stock  in  some  circles.  And  in  a 
less  sensational  vein,  you  wonder  how  a  potentially  successful  com- 
pany like  Colgate  can  make  mistakeafter  mistake  under  not  one  boss 
but  two,  consecutively.  John  Byrne  tells  the  Colgate  story  starting  on 
page  48.  Three  different  articles  describing  three  different  grades  of 
corporate  management:  excellent,  dangerous  and  mediocre. 
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Buy  high. 


Sell  low. 

And  come  out  ahead. 

Interest  rates  are  apt 
to  move  in  a  fickle  manner. 
Catching  you  off  guard. 

But  astute  money 
managers  cover  themselves. 
With  futures  contracts  on 
financial  instruments. 

The  principle  is  the  same 
as  hedging  commodities. 
Except  you  buy  contracts 
when  you  think  interest  rates 
will  be  going  down.  And 
selJ  to  cover  rising  rates. 

Futures  can  help  lock 
in  the  interest  cost  of  a  loan 
or  the  yield  on  an  investment. 

The  end  result  of  finan- 
cial futures  may  be  soothing 
to  the  corporate  finances. 

But  the  process  of  get- 
ting there  can  be  wracking  to 
the  nerves. 

Financial  futures  require 
constant  monitoring.  Intricate 
computer  models.  And 
advisors,  like  ours,  who,  even 
amidst  wild  interest  rate 
gyrations,  always  seem  to 
know  one  thing. 

Which  way  is  really  up. 

CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Companyof 
Chicago.  231  South  LaSalle  Street,  Chicago,  Illinois  60693 


Atlanta  •  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Denver  •  Detroit  •  Houston  •  Los  Angeles  ■  Minneapolis  •  New  York  •  St  Louis  •  San  Francisco  •  Seattle  ■  While  Plains 


The  sweet  smell  of 
success  doesn't 
happen  overnight. 

It  takes  the  men  of  Macanudo 
more  than  two  years  to  make  the 
ultimate  cigar. 

Because  every  Macanudo  is 
still  made  from  the  finest 
tobaccos  in  the  world. 

Still  made  step  by  step  by  hand 
in  Jamaica. 

Just  the  way  the  first  Macanudo 
was  made  more  than  1 00  years  ago. 

This  Christmas,  ask  your 
favorite  smoke  shop  for  the 
Macanudo  that  was  made  for  you. 

Because  a  man  has  it  made 
with  a  Macanudo. 

MACANUDO 

The  Ultimate  Cigar 


Trends 


Japan  versus  dumping 

Japan,  it  seems,  doesn't  like  lowcr- 
than-cost  "dumping"  any  more  than 
other  countries.  The  Japan  Spinners' 
Association  is  considering  a  suit 
against  South  Korean  cotton  yarn  im- 
ports, charging  that  they  are  damag- 
ing domestic  manufacturers.  The  as- 
sociation says  it  studied  cotton  yarn 
shipments  from  Korea  and  Pakistan 
for  a  year  before  deciding  to  take  ac- 
tion. Since  this  is  Japan's  first  anti- 
dumping action,  there  are  no  prece- 
dents to  guide  the  Ministry  of  Finance 
in  making  up  its  mind  on  whether  to 
impose  a  surcharge  on  the  imported 
Korean  yarns. 

Room  service 

Even  with  a  9%  gain  in  revenues  last 
year,  the  hotel  business  still  had  its 
troubles,  says  Pannell  Kerr  Forster, 
the  New  York-based  innkeepers'  ac- 
counting specialists,  in  their  45th  an- 
nual report  on  the  industry.  Surveying 
900  hotels  and  motels,  the  CPAs 
found  that  occupancy  had  declined 
nearly  3%  (to  67.6% ),  while  the  aver- 
age guest  paid  1 1.8%  more  for  a  room 
in  1980.  The  industry  reached  its  20- 
year  occupancy  peak  in  1979,  but  the 
brunt  of  the  decline  since  then  has 
fallen  on  older  and  medium-price  es- 
tablishments. Luxury  hotels  and  bud- 
get chains,  on  the  other  hand,  have 
thrived.  The  posher  ones,  viewed  as 
inflation-proof,  have  enjoyed  an  infu- 
sion of  foreign  capital;  budget  motels 
have  grown  quickly,  as  consumers 
traded  down  from  medium-price  ho- 
tels. Independent  operators  have  gone 
the  way  of  the  free  lunch  as  chains 
took  over.  And  with  good  reason.  As 
demand  softened,  prices  rose  and  oc- 
cupancy fell,  the  report  says,  aggres- 
sive marketing  made  the  industry 
more  competitive  than  ever.  Hooking 
up  with  a  chain  was  one  way  for  a 
manager  to  get  a  marketing  edge. 

Wordsmanship 

One  major  computer  maker  is  trying 
word  magic  to  ease  the  pain  of  layoffs. 
California's  Hewlett-Packard  is  using 
"Voluntary  Time  Off"  to  induce  its 
workers  to  take  payless  furloughs  of 
four  hours  to  six  months,  sweetened 
by  a  promise  that  the  job  will  be  wait- 
ing on  return.  So  far,  20%  of  770  H-P 
employees  at  its  Avondale,  Penna. 
plant  have  agreed  to  go  along,  and  the 
company  is  offering  the  same  deal  to 
2,500  more  at  its  Corvallis,  Ore.  site, 


home  base  for  its  hand-held  calcula- 
tors and  personal  computers.  To  ex- 
plain the  furloughs,  H-P  cites  "lower 
than  expected  order  rates"  and  "the 
need  to  reduce  production  capacity." 


The  sweat  set 

Americans  may  love  the  idea  of  exer- 
cising, but  not  too  many  bother  about 
it.  A  new  Merit  Report  says  that  of 
5,010  persons  surveyed,  88%  en- 
dorsed exercise  and  only  8%  said  it 
would  be  of  little  or  no  help — but  55% 
admitted  they  never  worked  out.  In- 
come and  age  (perhaps  reflections  of 
how  much  physical  labor  their  jobs 


Puff,  puff,  puff,  puff 

Do  as  I  say,  not  as  I  do. 


involved)  seemed  to  have  a  lot  to  do 
with  it.  The  most  likely  exercisers 
were  young  and  earning  more  than 
$25,000  a  year.  Between  18  and  34, 
54%  said  they  exercised,  while  only 
32%  of  those  over  50  said  they  did 
A  majority  (51%)  of  those  earning 
more  than  $25,000  a  year  did  regular 
exercise,  but  only  34%  of  those  with 
incomes  of  less  than  $15,000  ever 
broke  a  sweat. 


The  risk  in  RPs 

Retail  repurchase  agreements  are  get 
ting  a  big  play  among  bankers,  but  the 
Federal  Reserve  Bank  of  San  Francisco 
has  run  up  a  warning  flag  for  inves- 
tors. These  retail  repos  offer  high 
yields,  liquidity  and  low  minimum 
investment,  but  for  investors  used  to 
the  security  of  bank  deposits  and 
CDs,  they  also  introduce  some  mar 
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ket  risk.  Baby  brothers  to  the  massive 
wholesale  trades  that  wrecked  Wall 
Street's  Drysdale  Government  Securi- 
ties, retail  repos  involve  a  bank's  sale 
of  a  financial  asset,  usually  Treasury 
securities,  and  later  repurchase  of  that 
asset  by  the  bank.  The  higher  price 
the  bank  pays  the  investor  on  repur- 
chase acts  as  repayment  of  principal 
and  interest,  and  the  securities  are 
collateral  for  the  "loan."  There's  the 
rub.  The  securities'  value  as  collateral 
may  not  become  clear  until  a  bank 
goes  bankrupt — when  depositors  and 
others  with  senior  claims  may  have 
first  dibs.  That  happened,  for  in- 
stance, when  Iowa's  Mount  Pleasant 
Bank  &  Trust  failed,  leaving  investors 
with  $350,000  worth  of  RPs  holding 
the  bag.  In  addition,  the  value  of  the 
underlying  securities  could  fall.  "The 
investor,"  the  Fed  study  notes,  "must 
decide  whether  the  yield  is  adequate 
compensation  for  that  risk." 

The  other  deficit 

Martin  Feldstein,  the  President's 
chief  economist,  is  using  the  trade 
deficit,  which  he  says  could  reach  $70 
billion  next  year,  to  demonstrate  the 
need  to  cut  the  projected  huge  federal 
budget  gaps.  With  the  Treasury  forced 
to  sop  up  so  much  available  credit,  he 
argues,  interest  rates  will  stay  high 
and  so  will  the  dollar.  A  strong  dollar 
means  cheaper  foreign  imports  while 
dollar-priced  exports  try  to  compete 
at  high  prices.  American  cars,  steel, 
chemicals,  textiles,  machine  tools 
and  consumer  electronics  are  already 
hurting  from  imports,  Feldstein  says, 
and  these  basic  industries  will  contin- 
ue to  stagger  until  the  dollar  comes 
down.  And  that  won't  happen,  he  re- 
peats, while  the  federal  budget  stays 
so  deep  in  the  red. 

Time -stealing 

Wasting  time  on  the  job  will  cost  U.S. 
employers  $125  billion  this  year,  says 
a  report  by  Robert  Half  International, 
the  executive  recruiters.  Based  on  a 
survey  of  325  corporations  with  sales 
of  $10  million  to  $2  billion,  the  report 
shows  that  the  average  office  employ- 
ee "steals"  4  hours  and  10  minutes  a 
week,  while  blue-collar  workers  take 
an  average  3  hours  and  49  minutes. 
Time-theft  usually  means  arriving 
late,  leaving  early,  long  lunches,  so- 
cializing, reading,  working  slowly  to 
get  overtime  and  doing  personal  busi- 
ness. The  worst  culprits  are  under  age 
30,  88%  of  the  respondents  felt,  while 
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Before  your  product  design  is  cast 
in  cement,  call  Bodine.  We've  got  some 
concrete  ideas  to  help  you  assemble  it. 


We'll  start  by  evaluating  your 
product.  We'll  tell  you  if  you 
need  to  modify  it  for  automated 
assembly.  Then  we'll  tell  you 
how.  In  most  cases  the  changes 
will  be  really  minor,  but  the 
benefits  can  be  major  indeed. 

Bodine  machines  can  reduce 
personnel,  inventory  and  field 
service  costs  while  increasing 
production  speed,  and  insuring 


consistency  and  quality. 

To  find  out  more,  write  for 
our  free  brochure,  "Bodme's 
Assembly  Primer",  or  call  our 
vice  president  Frank  Riley  for 
an  appointment.  The  Bodine 
Corporation,  317  Mountain 
Grove  Street,  Bridgeport,  Con- 
necticut 06605. 
(203)  334-3107. 


Minn 


Trends 


only  4%  blamed  the  30-to-45  bracket, 
and  8%  those  over  45.  Says  President 
Robert  Half,  "The  pervasive  and  in- 
sidious effect  of  deliberate  and  con- 
stant time-theft  poses  an  enormous 
threat  to  the  entire  American  econo- 
my, especially  in  these  difficult 
times."  How  to  stop  it?  Half  suggests, 
among  other  things,  taking  a  tip  from 
the  Chicago  manufacturer  who  told 
workers  that  if  each  "stole"  half  an 
hour  a  week,  it  would  cost  them  $500 
a  year  apiece  in  annual  profit  sharing. 
Time-wasting  dropped  significantly. 


Pressure  on  the  Saudis 

How  long  can  Saudi  Arabia  sustain 
the  $34-a-barrel  base  price  it  wants 
OPEC  to  observe?  The  test  will 
come  next  spring,  and  without  sub- 
stantial world  economic  recovery, 
the  pressures  of  an  oil  glut  and  dis- 
counted prices  could  prove  too 
much  and  force  the  Saudis  to  lower 
their  price,  according  to  William 
Quandt,  the  Brookings  Institution's 
expert  on  Saudi  Arabia.  Lowered 
production,  he  says,  may  already  be 
forcing  even  the  cash-heavy  Saudis 
to  stretch  out  some  of  their  grandi- 
ose industrial  projects,  which  could 
be  good  news  for  hard-pressed  West- 
ern petrochemical  companies.  It 
could  also  mean  cutbacks  in  Saudi 
foreign  aid,  which  includes  such 
items  as  almost  $1  billion  a  month 
to  support  Iraq  in  its  war  against 
Iran  and  the  Ayatollah. 


Uncle's  real  estate 

Over  the  next  five  years,  $17  billion 
worth  of  excess  federal  land  will  go 
on  the  block  and  the  proceeds  ap- 
plied against  the  country's  $1.1  tril- 
lion debt,  says  Joshua  Moss,  the 
newly  appointed  executive  director 
of  Ronald  Reagan's  Property  Review 
Board.  Among  the  tracts  for  sale  will 
be  closed  military  installations,  un- 
used grazing  land,  abandoned  office 
space  and  discontinued  research  fa- 
cilities. "There  is  nothing  controver- 
sial about  this  program,"  Moss  says. 
"We  aren't  talking  about  selling  pris- 
tine wilderness  or  any  of  our  nation- 
al parks." 


The  future  of  the  UAW 

In  its  next  round  of  bargaining  with 
Detroit,  says  Douglas  Fraser,  retiring 
president  of  the  United  Auto  Work- 
ers, the  union  thinks  it  can  win  an 
end  to  layoffs  tied  to  automation  and 


Auto  Workers  President  Doug  Fraser 
How  to  meet  the  robots. 


technological  change.  The  UAW 
would  like  to  see  these  taken  care  of 
by  attrition,  retirement  or  normal  res- 
ignations. This  is  a  key  issue  for  the 
UAW  because  it  figures  that  even 
when  the  auto  industry  makes  a 
comeback,  manpower  needs  will  fall, 
as  robotics,  shorter  inventories  and 
the  like  bring  new  efficiencies.  It 
hopes  to  keep  the  membership  it  has. 


The  picket  line 

Picket  lines  are  scarcest  in  Japan  and 
the  Netherlands,  most  common  in  It- 
aly and  Spain,  according  to  a  report  by 
the  International  Labor  Organization. 
Between  1976  and  1981,  the  ILO  says, 
the  average  per  1,000  for  Dutch  work- 
ers was  only  30  days  on  strike;  for  the 
Japanese,  43.  Germans  were  also  fair- 
ly quiet,  averaging  52  days  per  1,000 
workers  on  the  picket  line.  From 
there  on  it  was  all  downhill.  In  France 
the  average  on-strike  time  per  1,000 
workers  was  186;  for  the  U.S.,  464 
days;  for  Great  Britain,  566  days;  and 
for  Canada,  864.  Champions  were  It- 
aly, where  each  1,000  averaged  1,174 
days  on  strike  for  the  five  years,  and 
Spain,  where  workers  walked  out  for  a 
record  1,749  days. 


A  third  party 
for  Chrysler? 

Chrysler's  argument  with  the  United 
Auto  Workers  over  their  new  con- 
tract could  end  with  the  Reagan 
Administration  sitting  at  the  bargain- 
ing table.  Under  the  government's 
$1.5  billion  loan  guarantee  program, 
approved  by  Congress  in  1979  and 
used  to  guarantee  $1.2  billion  of 


Chrysler's  debt  so  far,  the  Chrysler 
Loan  Guarantee  Board  must  okay  any 
contract  of  $10  million  or  more.  The 
UAW  contract  seems  likely  to  fall  in 
that  range.  The  voting  members  of 
the  loan  board  are  Treasury  Secretary 
Donald  Regan,  Federal  Reserve 
Chairman  Paul  Volcker  and  Comp- 
troller General  Charles  Bowsher. 
There  is  no  sign  that  the  board  would 
veto  a  new  Chrysler  contract  and  risk 
the  subsequent  uproar  from  orga- 
nized labor  and  probably  the  Con- 
gress, but  it  does  have  the  right  to  do 
so.  "If  we  don't  like  it,"  says  an 
understandably  anonymous  Treasury 
spokesman,  "the  agreement  can't  go 
through." 


Who  needs  a  mentor? 

How  effective  is  a  mentor  to  some- 
one's business  career?  Not  very 
much,  says  Dr.  Reba  Keele,  an  associ- 
ate professor  of  organizational  behav- 
ior at  Brigham  Young  University, 
after  studying  mentors  and  "network- 
ing" among  retailers.  "It  seems  to  be 
counterproductive  to  concentrate  on 
finding  a  mentor,"  she  says.  "It  is 
more  worthwhile  to  look  around  at 
immediate  superiors  and  peers  and  to 
build  a  horizontal  network  than  to 
spend  all  that  time  and  energy  looking 
for  a  godfather  to  help  you  move  up." 
"Helpers,"  on  the  other  hand,  are 
fine — Dr.  Keele  says  92%  of  her  retail 
subjects  said  they  had  them,  while 
only  24%  admitted  to  mentors.  As  for 
the  thought  that  sex  might  be  in- 
volved, given  the  preponderance  of 
women  in  retailing,  the  professor  says 
it  wasn't  apparent.  That,  she  added, 
might  be  because  relationships 
seemed  to  be  closely  related  to  the 
job,  with  little  association  taking 
place  outside  the  store. 


The  color  wheel 

White  again  rated  first  as  the  car  buy- 
ers' favorite  shade  for  1982,  but  they 
spun  the  color  wheel  on  their  other 
choices,  particularly  for  bigger  auto- 
mobiles, according  to  a  new  survey  by 
Du  Pont,  one  of  Detroit's  major  paint 
suppliers.  White  topped  the  list  for 
compacts  with  12.6%;  silver  and  light 
blue  eame  next.  White  was  also  tops 
for  intermediate  and  full-size  cars; 
11%  of  the  buyers  picked  it.  But,  says 
Arthur  Groth,  color  marketing  man- 
ager for  Du  Pont,  "darker,  'urban'  col- 
ors were  favored  for  larger  cars."  Dark 
blue  stayed  second,  but  red-brown 
and  dark  gray,  which  had  never  got 
much  play,  registered  9%  gains  to  fin- 
ish third  and  fourth. 
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Two  of  the  few  things 
you  can  count  on. 


In  an  age  when  there's  so  little  to  be  sure 
of,  Chubb  stands  out  as  a  rare  exception. 

Since  1882,  we've  earned  our  place  as  one 
of  America's  most  respected  insurance 
organizations. 

Is  this  because  of  the  special  protection 
we  know  how  to  write  into  a  policy?  Because 
of  such  innovations  as  our  progressive  forms 
of  property  valuation?  Or  because  of  our 
reputation  for  responsive  claims  service? 

It' s  all  of  these  things  and  more.  The  fact 
is,  we've  spent  years  working  with  our  inde- 
pendent agents  and  brokers  who  truly 
understand  our  customers'  personal  and  com- 
mercial insurance  needs. 

Ask  about  the  extra  measure  of  protection 
available  from  Chubb.  You'll  see  how  it  all 
adds  up. 


CHUBB 


Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


CORPORATE  REPORT 


Take  advantage 
of  this  new,  low-cost 
advertising  service 
from  Forbes 

It's  where  publicly-held  corporations 

report  current  developments  to 
America's  most  important  investors 

Corporate  Report  Updates  will 
appear  once  a  month  in  1 983  For 
added  editorial  impact  and  rel- 
evance, it  is  positioned  in  Forbes' 
popular  section,  "Money  and 
Investments." 

The  cost  is  modest.  For  example, 
a  36  line  ad  is  only  $2,556,  which 
is  just  $3.65  for  each  thousand 
subscribers.  Additional  space  at 
$71  per  line 

Call  or  write  today  for  all  the  de- 
tails: 

Sarah  Madison 

Corporate  Report  Updates 
Forbes  Inc. 
60  Fifth  Avenue 
New  York,  NY  10011 
Phone:  (212)  620-2371 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming. 
Enter  your  new  address  on  this  form  and 
return  it  with  a  recent  mailing  label  from 
the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $33  □  3  years  $66 
(the  equivalent  of  one  year  free).  Canadi- 
an orders,  1  year  $44,  3  years  $92.  Or- 
ders for  other  countries  add  $18  a  year. 
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Forbes,  60  Fifth  Avenue 
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Clients  in  the  saddle 

Basil  Brindley,  a  Dublin  horseman 
and  advertising  executive,  broke  from 
the  starting  gate  a  year  and  a  half  ago 
with  a  stable  of  four-legged  billboards 
(Forbes,  Trends,  Apr  13,  1981).  For  fees 
of  about  $12,000  a  year,  he  had  leased 
six  of  his  Killeen  Castle  Stables'  Thor- 
oughbreds to  run  under  the  aegis  of 
advertisers  like  General  Motors  (two 
fillies,  Opel  Rekord  and  Opel  Ka- 
dette),  London  builder  Tony  Heaphy 
(Listowel  Arms,  named  for  a  Heaphy 
hotel  in  Kerry)  and  an  Irish  distributor 
(Toshiba  Technology).  Two  more, 
shamelessly  dubbed  Advertise  and 
Public  Relations,  ran  for  Brindley 
himself. 

Brindley's  horses  haven't  exactly 
burned  up  the  dozen  of  Ireland's  300 
racecourses  they  have  tried.  He  had  to 
wait  until  this  October  for  his  first 
winner,  when  Listowel  Arms,  flying 


A  Brindley  entry  shows  its  colors 
It's  better  to  show  than  to  win. 

the  hotel's  colors,  won  a  steeplechase 
at  Clonmel. 

The  admen,  however,  apparently 
couldn't  care  less.  Brindley  (whose 
agency  has  since  been  acquired  by 
Saatchi  &  Saatchi  of  London)  not  only 
has  renewed  the  leases  with  General 
Motors  and  five  other  original  spon- 
sors but  has  added  five  more.  The  new 
entries  run  under  saddle  blankets  bla- 
zoned with  the  names  Walla  (a  sham- 
poo), Play  a  Golden  Disc  (a  Dublin 
record  shop),  RTV  Rentals  (an  Irish 
rent-a-set  service),  Express  Films  (a 
local  film  developer)  and  Anything 
Goes  (a  TV  show  for  teenagers).  Brind- 
ley has  even  added  two  more  animals 


boosting  his  own  trade,  tagged  Sales 
Incentive  and  Product  Promotion. 

The  secret,  the  Dubliner  says,  is 
that  his  clients  get  far  more  exposure 
than  they  pay  for.  Last  winter,  for 
example,  he  cosponsored  a  children's 
art  contest,  offering  "a  day  at  the  sta- 
bles" for  the  12  winners.  The  result:  a 
blizzard  of  shots  in  Ireland's  provin- 
cial papers  showing  the  happy  artists 
posing  with  horses  plugging  GM,  To- 
shiba and  other  clients.  Anything  Goes 
produced  a  free  20  minutes  on  TV  for 
Brindley's  horses,  ads  and  all. 

Such  commercial  shenanigans 
raised  hackles  on  this  side  of  the  At- 
lantic. The  Jockey  Club  in  New  York, 
which  jealously  guards  the  pedigrees 
(and  good  names)  of  American  Thor- 
oughbreds, at  first  said  flatly  that 
none  of  Brindley's  racing  broadsheets 
could  run  here  without  a  name 
change.  Brindley's  answer  was  that 
England's  Jockey  Club  and  Ireland's 
Turf  Club  approved  the  practice  and  a 
Thoroughbred  was  a  Thoroughbred 
on  both  sides  of  the  water.  Since  then, 
the  Americans  have  climbed  down 
and  the  Jockey  Club  says  now  that 
Brindley's  run-for-the-client  horses 
could  race  here  under  their  given 
names.  Will  they;  Brindley  thinks 
some  of  his  stock  will  travel  to  En- 
gland or  Europe,  though  probably  not 
as  far  as  the  U.S.  But,  he  insists, 
"There's  nothing  to  stop  us." 


View  from  Rhode  Island 

Richard  Young  is  a  laid-back  man  of 
41  who  sits  in  Newport,  R.I.  and 
makes  predictions  about  the  econo- 
my. In  the  summer  of  1981  he  called 
the  turn  on  this  year's  huge  devalu- 
ation of  the  Mexican  peso,  the  drop  in 
gold  prices  to  below  $300  an  ounce 
and  the  beating  that  high  interest 
rates  would  give  the  stock  market 
(Forbes,  Aug.  17,  1981).  He  was  also 
only  too  accurate  in  his  assessment  of 
the  big  picture  as  seen  from  Washing- 
ton: "I  don't  believe  supply-side  eco- 
nomics will  produce  a  budget  sur- 
plus," he  said  a  year  ago. 

Working  with  a  network  of  tele- 
phone contacts  and  a  welter  of  docu- 
ments culled  from  central  banks  and 
the  federal  government,  Young  dis- 
tills his  wisdom  into  the  monthly 
World  Money  Forecast,  whose  36  pages 
sell  for  up  to  $475  a  year  and  bring 
him  an  annual  income  of  about 
$350,000.  (Next  January  he  will  also 
begin  selling  Young's  Economic  Strategy 
Reports,  which  he  has  been  issuing  to 
customers  as  a  supplement.) 
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low 


For  the  stock  market,  Young  uses  a 
gauge  he  calls  the  "market  tension 
I  index."  On  a  scale  of  0  to  8,  he  rates  a 
1 6  to  8  reading  as  "buoyant, "  a  0  to  3  as 
r'very  negative"  and  a  4  or  5  as  any- 
i  body's  guess.  When  he  talked  to 
!  Forbes  last  year,  his  tension  index 
j  stood  at  2  and  the  subsequent  gloom 
Jon  Wall  Street  bore  him  out.  Today, 
with  interest  rates  much  improved, 
ithe  tension  index  (which  is  based  on 
seven  interest-rate  series)  remains  in 
the  heady  6-to-8  range  it  has  regis- 
tered since  last  May. 
Looking  at  the  economy  as  a  whole, 
lu  Young  says  that  the  "downward  mo- 
mentum of  disinflation  has  reached  a 
nadir."  He  measures  this  by  watching 
the  Department  of  Labor's  "crude  ma- 
terials index,"  a  27-commodity  list 
out  of  which  he  has  selected  7  items 
that  he  treats  as  a  unit.  The  7  are  oil 
(most  heavily  weighted  of  the  lot), 
cattle,  natural  gas,  fluid  milk,  coal, 
hogs  and  corn.  This  index,  he  notes, 
while  it  has  fallen  throughout  1982, 
has   been   slowly   losing  headway. 
Looking  at  his  7  components  (which 
comprise  more  than  two-thirds  of  the 
(total),  he  finds  that  oil  was  down 
6.6%  in  October,  while  it  was  off 
14.8%  in  April.  The  27-item  index 
reads  the  same  way.  The  year-to-year 
price  decline  in  July,  for  example,  was 
4.1%;  by  October,  it  was  only  2.4%. 
"The  momentum,"  Young  says,  "has 
clearly  been  reversed." 

Young  sees  the  same  kind  of  pat- 
tern for  interest  rates,  saying  that 
,right  now  "we  are  in  a  trough  of  the 
rate  cycle."  The  next  important 
move,  he  thinks,  will  be  up  rather 
than  down.  He  does  not  expect  that 
move  to  come  soon,  however,  saying 
that  rates  "could  stay  on  a  long  pla- 
teau," perhaps  until  next  summer. 
To  help  make  this  case,  he  argues 
that,  contrary  to  what  many  think, 
loan  demand  has  not  really  fallen 
apart.  True,  the  increases  in  demand 
have  moved  away  from  last  spring's 
peak,  when  they  reached  19.5%.  But 
he  cites  Federal  Reserve  figures  for 
late  October  showing  that  loans  at 
large  commercial  banks  were  run- 
ning 15.7%  ahead  of  the  year  before. 
Young  considers  15%  "very,  very 
high"  and  says  the  year-to-year 
jumps  should  be  in  single  digits  to 
show  real  economic  health. 

Young  is  also  staying  neutral — at 
best — on  what's  ahead  for  industry. 
"Production,"  he  says  flatly,  "is 
lousy,"  though  he  does  see  bullish 
signs  in  housing,  interest  rates  and 
the  stock  market.  "The  car  is  greased 
and  ready  to  go,"  he  says,  "but  the 
production  engine  is  pretty  rusty." 
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This  spring  the  Lindblad  Explorer 
visits  Melanesia,  Malaysia,  Durma. 
You  come,  too. 


The  lands  of  gold.  This  spring  Salen  Lindblad's  Explorer  takes  you  to  their 
perfumed  magic  Three  incredible  cruises  starting  March  4th. 

All  in  total  comfort  aboard  the  Lindblad  Explorer*  in  outside  cabins 
and  featuring  superb  Scandinavian  and       TO  LEARN  IS  TO  LIVE, 
native  food.  All  accompanied  by  experts 
who  will  help  you  learn  about  these  lands 
of  gold.  And  about  yourself. 

For  more  information  call  800-223-5688. 
In  New  York  call  (212)  751-2300.  See 
your  travel  agent  or  write  Dept.  F-1 2-20.  SALEN  LINDBLAD  CRUISING 


*  Registered  in  Sweden 


133  East  55th  Street  New  York,  N  Y  ,  10022 


WINE  CUSTOMER: 


LEGH  KNOWLES : 


"Is  an  older  wine 
always  better?" 

Wines  are  like  people. 
Some  get  better 
with  age.  And  others 
don't!' 


Older  isn't  always  better  with  wine.  Just  different.  At 
Beaulieu  Vineyard,  where  we've  been  making  wine  for 
over  80  years,  every  wine  released  can  be  enjoyed  right 
away.  But  since  some  gain  in  complexity  as  they  get 
older,  how  long  you  want  to  wait  is  up  to  you. 


•President,  Beaulieu  Vineyard,  Napa  Valley,  California 
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Readers  Say 


How  you  phrase  it 

Sir:  We  used  your  rephrasing  of  the 
nuclear  freeze  question,  "Can  we  de- 
pend on  the  Russians  to  keep  nuclear- 
weapons  agreements?"  (Fadt  and  Com- 
ment, Nov.  22),  and  polled  a  Santa  Bar- 
bara area  audience  (Station  KRUZ). 
Your  surmise  was  correct:  96%  said 
no,  only  4%  said  yes. 
— William  FJ.  Riordan 
Santa  Barbara.  Calif. 


Molting  of  America 

Sir:  It  will  not  surprise  me  if  your 
cover  story  on  America's  shrinking 
industrial  base  (Nov.  22)  becomes  a 
"classic"  in  the  way  that  Norman 
Cousins'  "The  Anatomy  of  an  Ill- 
ness" took  off  and  redirected  the 
whole  field  of  medicine.  It  ought  to  be 
made  available  to  every  high  school 
career  counselor  in  the  country,  who 
has  to  keep  his  sight  on  the  future  ten 
years  and  onward. 
— AB  Cummins 
Professor  Emeritus, 

Management. 
Case  Western  Reserve  I  niversity 
Cleveland.  Ohio 

Sir:  I've  read  nothing  that  describes  so 

succinctly  the  change  going  on  in  our 

industrial  economy.  I've  long  shared 

your  view  that  reindustrialization  is  a 

"nasty  joke." 

— -Joh  n  Gilray  Christy 

Chairman  and  President. 

II '  International 

Philadelphia,  Pet  n  la. 

Sir:  Required  reading  for  everyone  old 
enough  to  vote. 

— /  /  W.  Giesecke 
West  Chester,  Penna. 

Sir:  My  congressman,  Dan  Daniel 
(D-Va.),  intends  to  put  this  article 
into  the  Congressiotzal  Record.  Hope- 
fully our  elected  representatives  will 
at  least  understand  the  problem  be- 
fore they  try  to  fix  it. 
— -John  K.  Boardman  Jr. 
President, 

Sam  Moore  Furniture  Industries 
Bedford,  Va. 

Sir:  Can  we  find  other  employment 
for  our  people  if  they  are  put  out  of 
work  in  the  heavy  capital  goods  sec- 
tor? Is  it  possible  to  anticipate  the 
reestabhshment  of  a  favorable  trade 
balance  in  a  world  without  airplanes 
and  heavy  construction  machinery  as 


typical,  leading  American  exports? 
What  is  the  world  going  to  look  like 
once  the  U.S.  has  "molted"  vis-a-vis 
its  leading  competitors  in  trade? 

You  will  find  a  ready  audience  also 
for  developing  this  subject  further. 
— -John  F.  McKeun 
Vice  President, 
FMC  Corp. 
Bannockburn,  III 


Write  on 

Sir:  Your  statement  "Writers  some- 
times right  more  wrongs  than  they 
commit"  (Fact  and  Comment,  Nov.  8) 
should  read:  "Writers  sometimes 
write  more  wrongs  than  they  admit." 
— Keith  I.  Sterling 
Houston,  Tex. 


Atari  vs.  all  others 

Sir:  I  disagree  with  your  conclusions 
on  the  relative  merits  of  the  Atari 
versus  Mattel  television  games  (Fact 
and  Comment.  Oct  2^1.  I  acknowledge 
the  graphic  superiority  of  most  (but 
not  all)  Mattel  games.  But  in  terms  of 
play  value,  I  believe  that  Atari  holds  a 
commanding  lead. 

All  Atari  games  allow  for  both  one 
and  two  player  games.  Mattel  offers 
only  one  or  two  player  games.  The 
Atari  "difficulty  switch"  allows  for  a 
meaningful  difference  in  the  play  of 
the  game. 

Atari  offers  a  far  larger  game  selec- 
tion. In  fact,  a  number  of  software 
manufacturers  (including  Mattel) 
now  make  cartridges  to  fit  the  Atari 
console. 

— Thomas  Focone 
New  York,  NY. 

Sir:  I  can't  tell  you  how  frustrated  my 
associates  and  I  are  with  your  discus- 
sion about  Atari.  We  believe  our  Su- 
perSystem  is,  in  fact,  the  most  ad- 
vanced home  system  available.  The 
graphics  are  superb,  the  game  play 
unequaled,  the  variety  of  hit  games 
available  unmatched.  Please  try  our 
SuperSystem. 
— Theodore  N.  Voss 
Senior  Vice  President. 

Marketing  Advertising, 
Atari  Inc. 
Sunnyvale,  Calif 

Sir:  You  haven't  seen  anything  yet 
until  you've  seen  ColecoVision.  We 
are,  in  fact,  competitors  of  both  Atari 
and  Mattel. 


We're  convinced  that  our  product  is 
by  far  superior  to  both. 

— Arnold  C.  Greenberg 
President, 

Coleco  Industries.  Inc. 
Hartford  Conn 


Coleco's popular  Donkey  Kong 


Old  speeches  never  die 

Sir:  I  am  delighted  to  see  that  at  least 
someone  remembers  speeches  I  gave 
ten  years  ago  ("George  Shultz'  Unfin- 
ished Business,"  Fact  and  Comment, 
Aug.  16).  I  hope  that  Forbes  will  be 
remembering  my  speeches  of  today 
ten  years  from  now. 
— George  P  Shultz 
Secretary  of  State. 
Department  of  State 
Washington.  D  C. 


Safire's  not  mistaken 

Sir:  Re  "Mistakes  and  Safire"  (Fact 
and  Comment.  Nov.  22).  Of  course 
there  are  "good"  mistakes.  Ask  the 
youngest  children  in  families  all  over 
the  U.S.,  many  of  whom  are  no  doubt 
"good." 
— John  D.  Lane 
Walnut  Creek,  Calif. 

Sir:  Swimming  in  a  pool  full  of  snap- 
ping turtles  is  a  mistake.  Swimming 
in  a  pool  full  of  piranhas  is  a  bad 
mistake. 

— Henry  Hermann 
Dallas.  Tex. 


Mothers'  lib 

Sir:  In  your  article  "Those  unpredict- 
able babies"  (Nov.  22),  you  comment 
that:  "Mothers  could  easily  save  $700 
by  using  and  washing  cloth  diapers, 
but  few  today  want  to  bother." 

Let  it  be  noted  for  the  record  that 
fathers  could  save  the  same  amount. 
— Christine  M  Bird 
Atlanta.  Ga. 
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The  two  best  copiers  ever? 


The  Monroe  RL-612  copier 


The  new  Monroe  RL-618  copier. 


A  combination  of  superb  reliability  and 
impeccable  copy  quality  has  made  the  Monroe 
Model  612  a  legend  in  its  own  time. 

A  hard  act  to  copy. 

Following  up  on  such  a  successful  introduc- 
tion was  no  easy  matter.  But  Monroe  has  done  it 
again  with  the  new  RL-618!  It  retains  all  of  the 
612s  technological  advances.  Plus  we've  added 
an  advanced  fiber-optic  imaging  system,  which 
produces  copies  so  crisp  and  clear,  you  won't  be- 
lieve they're  copies. 

The  RL-618  turns  out  18  copies  per  minute 
from  a  universal  cassette  that  can  handle  paper 
as  large  as  1 1 "  x  17". 

Don't  take  our  word 
for  their  excellence. 

Take  us  up  on  an  offer  to  bring  a  Monroe  into 
your  office  so  you  can  compare  it  with  your  current 
copier.  Once  you  see  a  Monroe,  you  may  never  go 
back  to  your  original. 


A  lifetime  of  service 
is  only  a  phone  call  away. 

Monroe  has  an  established  reputation  for 
quality,  with  over  70  years  of  business-to-business 
experience.  Our  staff  of  technical  experts  stands 
ready  to  help  you  in  your  office.  There  are  350 
convenient  Monroe  branch  offices  all  across  the 
country. 

Make  the  comparison.  Give  us  a  toll-free 
call  or  mail  the  coupon  today. 

800-526-7843  Ext.  444 

(in  New  Jersey  800-522-4503  Ext.  444) 

Monroe  Systems  For  Business 

The  American  Road,  Morris  Plains,  New  Jersey  07950 

□  Send  me  more  information  about  your  copiers. 

□  Prove  it  to  me  with  a  free  demonstration  in  my  office. 

Name   

Title  

Company  

Address   

City  State   Zip  

Phone   

FOR  12/20 


□  MONROE 

Litton  Systems  For  Business 

At  your  side  every  step  of  the  way. 


Manville's  assets  are  a 
conspicuous  strength. 


If  you  can't  see  them,  it's  only  because 
they're  momentarily  overshadowed. 

These  days,  Manville  is  usually  associated 
with  asbestos,  but  the  fact  is,  the  over- 
whelming proportion  of  Manville's  asset  base 
has  nothing  to  do  with  asbestos. 

And  while  its  other  assets  don't  often  make 
news,  they  do  undergird  the  company's  new 
world.  And  they  are  a  conspicuous  strength. 

A  wealth  of  natural  resources. 

Manville  owns  700,000  acres  of  timberland 
in  Texas,  Louisiana,  Arkansas  and  Brazil, 
as  well  as  the  minerals  beneath  them;  plus 
perlite  and  diatomite  mines  in  New  Mexico, 
California,  Mexico,  France,  Spain  and  Iceland. 

Up-to-date  plants  and  products. 

Manville  just  spent  four  years  and  $500 
million  modernizing  a  network  of  plants  that 
could  be  counted  on  to  supply  high  quality 
products  for  which  there  was  profitable 
demand. 

As  a  result,  Manville  today  is  a  low  cost 
producer  of  a  diversity  of  products— like 


paperboard  for  beverage  cartons;  fiber 
glass  mat  for  shingles;  fiber  glass  and  other 
energy-saving  insulations;  filters  that 
clarify  foods,  drinks,  medicines;  lighting 
systems  that  illuminate  roads,  offices, 
basketball  games. 

These  products— and  indeed  all  Manville 
products— have  two  things  in  common: 
They're  well  made;  and  they  fill  basic  needs. 

Good  people. 

Tough  times  have  honed  their  resolve  and 
their  vision.  They  can  see  the  promise  of 
Manville's  new  world,  and  it  has  convinced 
them  to  tie  their  careers  to  their  company. 

Careers  that  will  extend  into  the  next 
century,  in  many  cases. 

They  know  Manville's  assets  provide  the 
wherewithal  to  hold  current  customers,  win 
new  ones,  and  treat  fairly  all  creditors- 
including  those  who  suffer  from  asbestos- 
related  diseases. 

They  know,  in  other  words,  what  this  ad 
aims  to  tell  you . . . 

Manville's  new  world  is  full  of  promise. 


Manville 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IF  THE  FEDERAL  RESERVE  DOESN'T  LOWER  INTEREST  RATES  AGAIN 

it  won't  be  much  longer  before  Congress  lowers  the  boom  rates  don't  drop  another  2%  (see  MSF  Jr.  's  observations  on 
on  the  Federal  Reserve.  p.  19)  all  along  the  line,  it  will  lower  the  boom  on  what 

Regardless  of  the  measures  of  money  supply,  if  interest    promises  to  be  a  heartening  recession  of  the  Recession. 

THOSE  WHO  THINK  THE  STOCK  MARKET'S  SO  UP  IT  CAN'T  STAY  THERE 


should  regain  their  bearings  and  take  heart  from  putting 
the  rise  of  some  35%  since  August  into  perspective. 

A  Dow  Jones  at  1000  today  in  1965  dollars  would  actual- 
ly be  at  32 1 .  In  current  dollars  the  Dow  would  have  to  be  at 
3112  to  equal  a  1965  DJI  of  1000. 

During  the  ravaging  inflation  of  recent  years,  the  cost  of 


owning  America's  productive  and  service  capacity  has 
undergone  drastic  devaluation. 

Even  with  the  1000  Dow  Jones  industrial  average,  you 
can  still  buy  most  all  of  our  country's  corporations  at  a 
deep,  deep  discount. 

The  stock  market's  high?  Don't  be  silly. 


A  CAUSE  FOR  REJOICING? 


NCR's  CEO  Bill  Anderson  told  us  recently  of  a  conversa- 
tion he'd  had  in  Osaka  with  a  Japanese  friend.  In  that  city, 
one  never  asks,  "How  are  you?"  or  "How's  business?" — 
the  equivalent  is  to  ask,  "Are  you  making  money?" 

When  Bill  answered,  "Ma  ma,"  a  Japanese  phrase  for  "so- 


so,"  his  querier  smiled  and  bowed  enthusiastically  several 
times,  repeating,  "Congratulations!  Congratulations!" 

Apparently,  the  NCR  response  was  the  most  cheerful 
any  Japanese  businessman  had  received  from  American 
counterparts  for  a  very  long  time. 


IF  YOU  WERE  A  RUSSIAN  SOLDIER 


how  comfortable  would  you  feel  depending  on  Iron  Cur- 
tain European  satellite  troops  on  your  flanks,  or  even  in 
front  of  you  in  the  event  of  combat  with  the  free  West? 
Just  about  as  secure  as  Russia's  Afghan  puppet  govern- 
ment can  feel  counting  on  the  support  of  Afghan  troops 
"serving"  it  only  because  they  are  prodded  by  occupying 
Russian  bayonets. 

There  isn't  a  single  Iron  Curtain  country,  from  Estonia  in 
the  north  to  Rumania  in  the  south,  whose  citizens  aren't 
waiting  for  the  moment  they  can  dethrone  their  quisling 
countrymen  and  cast  off  the  U.S.S.R.'s  imperialist  shackles. 


All  this  came  to  mind  when  reading  that  half  the  Poles 
who  were  permitted,  as  a  reward  for  loyal  and  outstanding 
service  to  their  country's  Communist  Party,  to  attend  the 
World  Cup  soccer  championship  in  Spain  promptly  sought 
refugee  status  as  soon  as  they  crossed  the  border. 

The  Associated  Press  reported:  "In  one  instance,  a  youth 
named  Krzysio  stood  up  as  the  bus  crossed  the  Italian 
border  and  said,  'Can  I  flee  now?'  " 

It's  no  wonder  the  U.S.S.R.'s  new  boss,  Yuri  Amdropov, 
is  making  early  moves  to  lessen  hostility  with  China— and 
the  West. 
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NEW  YORK'S  BEST  RESTAURANTS — 1 982 


Uncovering-discoveiing  the  Best  and  Specials  from  among  New  York's  20,000  places  to  eat  is 
labor,  albeit  a  labor  of  love  (mostly),  and  these  Forbes  starred  are  the  final,  mostly  unani- 
mous choices  of  the  four  restauranting  Forbeses:  sons  Robert,  Christopher,  Timothy — and  Pa. 


★     *     *  * 

Forbes  Magazines 
Restaurant  Guide 


Chanterelle 
Claude's 

The  Four  Seasons 


La  Caravelle 
La  Cote  Basque 
La  Grenouille 


Le  Cirque 
Le  Cygne 
Lutece 


Parioli  Romanissimo 
The  Quilted  Giraffe 
"21" 


Do  you  realize  how  extraordinarily  fortunate  we  are  that 
on  this  little  rock  called  Manhattan,  core  of  the  Big  Apple 
(to  mix  metaphors),  are  some  of  the  best  restaurants  in  the 
world?  A  number  of  those  listed  above  are  unsurpassed 
anywhere,  and  some  of  the  others  not  often  equaled.  We've 
long  shared  the  haut  monde  enthusiasm  for  Le  Cirque,  and 
now  its  always  good  food  is  most  always  superlative. 
Chanterelle,  our  four-star  Soho  find,  is  the  most  unpreten- 
tiously sophisticated  restaurant  in  the  city.  Undefinable 
but  wondrous  touches  make  every  one  of  the  limited- 
choices  choice.  Soho's  become  New  York's  most  vibrant 
art  center,  and  Chanterelle  is  culinary  artistry  at  its  finest. 


Nowhere  are  dishes  more  artistically  presented  than  at 
Claude's.  Such  things  as  mini  cheese  souffle  tarts,  ambro- 
sia-like  profiteroles  and  generous  drinks  offset  the  only 
flaw — sauces  that  occasionally  overpower  the  sauced.  La 
Caravelle  seems  to  be  successfully  making  the  transition  to 
its  new  partnership.  Parioli  Romanissimo?  Everyone  seems 
agreed  that  there's  no  better  Italian  restaurant  (though  I 
haven't  been  since  they  started  putting  "No  Cigar  Smok 
ing"  signs  on  every  napkin).  The  late  Charles  Masson  has  to 
be  on  cloud  nine  at  the  way  his  wife  and  son  Charles  Jr.  keep 
adding  to  the  luster  of  the  superb  La  Grenouille.  Lutece 
remains  simply  the  best  restaurant  in  the  world. 


★      ★  ★ 


Christ  Cella 
The  Coach  House 
The  Four  Seasons  Grill 


Gloucester  House 
II  Nido 
La  Recolte 


Le  Chantilly 
Le  Lavandou 


Nippon 
Vienna  '79 


From  last  year's  dozen  Three  Stars,  one  moved  up 
and  six  out — Dodin-Bouffant,  literally.  Since  the  noon- 
time menu  of  The  Four  Seasons  Grill  was  changed  to  a 
half-dozen  first-rate  but  unelaborate  choices,  business 
intelligentsia  (yes,  Virginia,  there  are  some)  have  made 
it  their  midtown  midday  mecca.  How  we've  managed 
to  neglect  The  Coach  House  in  recent  listings  I'm  not 
sure,  but  it  sure  shouldn't  have  been.  The  same  can  be 
said  about  Gloucester  House,  far  and  away  New  York's 
best  fish  restaurant.  La  Recolte  is  currently  the  lone 


outstanding  hotel  restaurant.  In  a  spacious  setting  of 
muted  color  and  handsome  paneling,  an  arresting  ver- 
sion of  nouvelle  is  served  (albeit,  much  too  slowly).  Le 
Lavandou  continues  almost  up  to  the  par  that  made  it 
famous  before  owner  Jean  Rachou  took  on  La  Cote 
Basque  (listed  above)  and,  by  spending  most  of  his 
time  there,  restored  that  Soule  temple  to  greatness. 
Vienna  '79,  too,  is  a  happy  return.  No  star-y  Chinese 
restaurants.  The  former  best  now  serve  tired,  worn 
dishes,  suffering  from  pre-preparation. 


Special 


Baumer  &  Crooks  Joanna 

Benihana  Le  Steak 

Delices  La  Cote  Basque  Mortimer's 

Hoexter's  Market  Odeon 


The  Oyster  Bar 
The  River  Cafe 
Serendipity  3 
Soho  Charcuterie 


Tavern  on  the  Green 
Trastevere 

Windows  on  the  World 


Last  year's  Specials  continue  to  be,  with  only  two  out 
(Luchow's,  Zapata's)  and  one  addition — Trastevere.  This 
tiny,  Italian,  family  creation  is  our  most  exciting  new  find 
and  a  likely  Three  Star  by  the  end  of  this  year.  Views  and 
settings  make  it  for  Delices,  The  River  Cafe,  Tavern  and, 
of  course,  Windows.  For  Trendies  (uptown  variety)  it's 
Hoexter's  Market,  (lower  midtown)  Joanna  and  (Tribeca) 
Odeon.  For  uniqueness:  Baumer  &  Crooks'  famed  pot  pies, 


especially  chicken;  Benihana,  tasty  magic  performed  be 
fore  your  very  eyes;  Serendipity  3,  the  greatest  ice  cream 
concoctions,  sharing  fame  with  Soho  Charcuterie  for 
imaginatively  super  sandwiches,  salads,  omelets;  Le  Steak, 
unique  sauce  and  the  city's  best  french  fries  (usually). 
Mortimer's?  A  menu  limited  and  good,  its  quick,  friendly 
service  and  pleasant  setting  are  in  a  class  with  its  substan 
tial  Social  clientele. 
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THE  PREELECTION  TORRENT  OF  TV  POLITICAL  SPOTS 

eventually  made  many  viewers  dizzy  enough  to  see  spots  reduced  most  campaigns  to  slam-bam  bumper-sticker  slo- 

of  a  different  sort  before  their  eyes.  And,  in  some  cases,  ganeenng  that  distorted  the  truth  infinitely  more  often 

angry  enough  to  vote  against  the  spotter.  than  it  clarified  a  stand.  Unfortunately,  the  only  change 

The  broad  reach  and  high  prices  of  such  brief  TV  seconds  next  time  will  be  even  more  of  the  same. 


IT'S  SO  OFTEN  LITTLE  THINGS 

that  brighten  our  days.  Such  as  a  corkscrew  that  never 
fails.  There's  nothing  like  an  unfailing  corkscrew 
to  give  us,  as  well  as  corks,  a  lift.  Here  (left),  Hous- 
ton's Hallen  Co.  has  brought  to  market  a  real  gusher. 


MOVIES 


•  Chan  Is  Missing — Made  for  under  $20,000,  this  "great 
film"  has  the  cognoscenti  ecstatic.  You  won't  miss  a 
thing  by  missing  Chan.  Given  its  box-office  success, 
though,  I'm  sure  we  can  look  forward  to  "Chan  Is 
Missing — Again."  The  third  sequel  will  be  simply  titled, 
"Yet  Again."  We'll  keep  missing  'em  too.  •  The  Road 
Warrior — If  you  can't  resist  uncomical  comic  strips  of 
suspense  and  adventure,  this  film's  for  you.  It's  a  gas. 
Among  this  handful  of  atomic-war  survivors  battling 

A  RASPBERRY 

can  either  be  delicious 
or  expressive. 


over  a  tank-truck  of  gasoline,  the  Bads  are  bad,  the 
Goods  are  good,  and  the  dog's  the  best.  •  Tex — An  any- 
age  family  movie  that's  wrenching,  funny  and  believable. 
It's  the  first  thing  from  the  Disney  studios  in  years  that 
would  have  made  its  founder  happy.  •  Amor  Bandido — 
A  shattering  contrast  to  Tex,  this  portrays  a  Brazilian 
teener  and  an  amoral  street  tough  who's  heartless  in 
killing  and  loving.  As  Rex  Reed  put  it,  "The  most 
harrowing  South  American  import  since  Pixote." 

AS  ONE  STRAWBERRY  SAID  TO  THE  OTHER 

"It's  because  we  were  in  the  same  bed 
that  we  got  into  this  jam." 


By  M.S.  Forbes  Jr. 


This  is  no  time  for  the  Federal 
Reserve  to  be  nibbling  at  interest 
rates.  The  central  bank  should  be 
slashing  them.  Drastically.  And 
quickly.  How  much?  By  2%  or  3%. 
Or  even  more. 

This  art  of  decisively  leading  the 
direction  interest  rates  take,  rather 
than  following  them,  is  one  that  the 
Federal  Reserve  never  seems  to 
have  mastered  and  one  that  the 
Bank  of  England,  which  invented 
central  banking,  has  long  since  lost. 

Too  bad.  Hard  experience  had 
once  taught  the  British  that  taking  a 
forceful  lead  at  crucial  moments 
was  a  key  ingredient  in  achieving 
long-run  stability  and  creating  an 
environment  for  economic  growth. 

Such  decisiveness,  though,  is  ab- 
horrent to  bureaucrats.  And  Volcker 
is  a  creature  of  the  Treasury /Federal 
Reserve  bureaucracy.  Yet  history 
shows  that  moving  swiftly  is  often 


NO  TIME  FOR  TIMIDITY 

less  destructive  than  taking  tiny, 
gradual  moves. 

In  the  late  1920s,  when  our  cen- 
tral bank  grew  very  concerned  over 
the  wild  speculation  on  Wall  Street, 
officials  upped  the  discount  rate 
only  fractionally,  thereby  failing  to 
burst  the  still-small  bubble.  After 
the  Crash,  the  Fed  sat  by  while 
thousands  of  banks  went  under,  and 
the  whole  financial  structure  nearly 
collapsed. 

The  Fed  failed  to  learn  from  these 
and  other  sad  examples.  The  tepid 
response  of  Volcker's  predecessor  to 
the  inflation  alarm  bells  in  the  late 
1970s,  for  instance,  had  destructive 
consequences  we  are  still  living 
with  today. 

Why,  in  the  face  of  the  most  se- 
vere economic  contraction  in  a  half 
century,  is  Volcker  so  hesitant? 

The  Federal  Reserve  chairman, 
unfortunately,  has  drawn  the  wrong 
conclusions  from  the  crisis  of  1980. 

Early  that  year,  Jimmy  Carter  im- 


posed credit  controls.  Suddenly, 
lenders  wouldn't  lend  and  consum- 
ers stopped  borrowing.  The  econo- 
my fell  like  a  stone.  Frightened, 
Volcker  and  his  central  bank  col- 
leagues opened  up  the  sluice  gates. 
Interest  rates  tumbled,  and  the 
economy  came  roaring  back.  Even- 
tually, so  did  inflation. 

In  the  future,  a  chastened  Volcker 
vowed,  he  would  let  interest  rates 
decline  slowly  so  that  we  would  get 
a  noninflationary  recovery.  Alas,  it 
wasn't  the  chairman's  quick  re- 
sponse to  the  recession  that  was  at 
fault,  but  that  he  continued  to  apply 
the  cure  long  after  the  patient  was 
better. 

The  economy  is  depressed.  The 
financial  system  remains  fragile. 
This  is  no  time  for  small,  timid 
steps  by  the  Federal  Reserve.  The 
central  bank  should  knock  down  in- 
terest rates. 

Not  tomorrow. 

Now. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  's  mind.  -MSF 


Before  You,  Tour  Life  Begins 

We  all  come  from  the  past.  Children 
ought  to  know  what  it  was  that  went 
into  their  making,  to  know  that  life  is  a 
braided  cord  of  humanity  stretching 
up  from  time  long  gone,  and  that  it 
cannot  be  defined  by  the  span  of  a 
single  journey  from  diaper  to  shroud. 
— Growing  Up,  by  Russell  Baker 

Today's  Dow  Jones  vs.  1929  s 

On  that  famous  day  in  1929  the  DJ 
average,  falling  38  points,  measured  a 
stock  market  loss  of  nearly  13%.  The 
October  drop  this  year,  pronounced 
though  it  was,  amounted  to  barely 
3.5%.  In  1929  the  averages  were  at  the 
300  level.  At  the  same  time  this  year 
they  were  nudging  1000.  To  be  any- 
where near  the  equivalent  of  1929's 
horrendous  day,  they  would  have  had 
to  fall  130  points.  So  the  two  events 
weren't  the  same  at  all. 

An  ill-remembered  past  uncon- 
sciously affects  our  view  of  current 
economic  statistics  quite  apart  from 
the  stock  market.  This  is  true  of  other 
things  besides  money  statistics.  The 
number  of  working-age  people  em- 
ployed today  is  greater  than  when  the 
unemployment  rate  was  3%.  The  un- 
employed today  do  not  suffer  the 
same  destitution.  There  are  36  mil- 
lion on  Social  Security,  23  million 
receiving  food  stamps,  1 1  million  get- 
ting special  aid  for  families  with  de- 


pendent children.  Nearly  4  million 
get  housing  assistance  and  22  million 
are  on  Medicare.  Millions  more  still 
draw  unemployment  compensation. 
Some  people  get  more  than  one  of 
these  benefits,  none  of  which  existed 
when  that  Great  Depression  hit. 

Between  1929  and  1932  the  DJ  aver- 
ages dropped  from  a  high  of  381  to  a 
low  of  41.  That  was  a  drop  of  nearly 
90%  and  might  be  called  a  "plunge." 
Despite  October's  headlines  we  have 
a  way  to  go  before  we  match  it. 

— Vermont  Royster, 
Wall  Street  Journal 

Critic's  Word — or  Two 

If  I  had  to  describe  Rock  'n  Roll! 
The  First  5,000  Years  in  one  word,  it 
would  be  "nauseating";  if  I  had  two 
words,  I'd  use  "nauseating"  twice. 

— John  Simon,  New  York 

Jimmy  Carter  Comments 

"Most  Presidents  are  able  to  resist 
the  temptation  to  blame  all  their 
problems  on  their  predecessor.  Mr. 
Reagan  evidently  is  not. 

"I  hope  President  Reagan  and  Secre- 
tary of  State  Shultz  are  firm  and  force- 
ful with  Menachem  Begin  on  the  is- 
sue of  the  Israeli  settlements  on  the 
West  Bank.  I  know  Begin  well,  and  if  a 
proposition  is  put  to  him  in  an  am- 
biguous way  or  with  loopholes,  he'll 
take  advantage  of  those  loopholes." 


On  Senator  Edward  Kennedy  (who 
has  since  bowed  out  of  the  race  for  the 
1984  Democratic  nomination):  "The 
polls  and  columnists  always  declare 
he's  unbeatable — before  the  primar- 
ies. As  you  remember,  he  didn't  fare 
too  well  in  1980. 

"I  know  Fritz  Mondale  best.  But 
there  are  other  good  men  running  as 
well.  Reubin  Askew,  he's  kind  of  a 
sleeper;  John  Glenn,  he's  developed  a 
kind  of  Eisenhower  demeanor  that 
might  be  desired  by  the  public  after  a 
born-again  Baptist  and  a  movie  actor; 
Gary  Hart,  he's  another  one. 

"My  preference  is  Fritz  Mondale, 
but  it's  obvious  that  he  wants  to  put 
some  distance  between  us.  There's  a 
lot  of  baggage  that  goes  with  having 
served  in  my  Administration  and  I 
don't  want  to  drag  him  down." 

— at  a  Washington,  D.C. 
press  conference 


Editorialists  regularly  write  off 
the  American  Way  by  about  5 
p.m.,  and  never  seem  to  express 
surprise  at  finding  it  still  in 
place  the  following  day. 
— Alexander  Cockburn,  Village  Voice 
columnist  in  the  Wall  Street  Journal 


"It's  some  guy  selling  Christmas  seals!" 
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Playing  Footsie 

For  more  than  six  months  the  city 
lay  frozen  under  ice  and  snow  with 
only  a  few  hours  of  sunlight.  Man  had 
to  learn  to  cheat  nature  by  growing 
everything  in  hothouses.  In  St.  Peters- 
burg all  manner  of  fruits  and  vegeta- 
bles were  grown  in  huge  temples  of 
shining  glass.  Russian  gardeners  were 
so  watchful  of  their  plants  that  on 
spring  nights,  when  the  weather  was 
warmer  but  frost  still  a  danger,  they 
would  lie  wrapped  in  their  sheepskins 
next  to  their  green  charges,  keeping 
one  bare  foot  exposed.  If  frost  came 
during  the  night,  the  foot  would  wake 
them  better  than  any  thermometer. 

— Land  of  the  Firebird, 
by  Suzanne  Massie 

Accept  'Em  All 

What  do  you  do  if  you  get  three 
invitations  for  the  same  night?  Ac- 
cept them  all,  then  send  flowers  to  the 
hostesses  you  refuse  at  the  last  min- 
ute, with  a  note  attached  saying  it  was 
the  fault  of  your  date  who'd  already 
accepted  another  invitation,  but  what 
about  lunch  next  week?  That  was 
how  some  New  Yorkers  handled  it  as 
the  social  season  went  into  overdrive. 
— John  Duka,  New  York  Times 
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The  whole  Arab  world  launches  a 
unique  financial  force. 
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December  15th  1982, 
fi^\  r  J|F  the  first  and  only  Bank  in  the  world 
entirely  owned  by  governments,  Centr 
8|\/A  "    #  Banks  and/or  private  institutions  from  e\ 
I  f  sin§le  Arab  country  officially  opens  its  do 

Manama  Ftahmin 


mtr&zf  *if  Manama'Bahrain- 


I     Alubaf  Arab  International  Bank,  an  affiliate  of  the 
|  UBAC  holding  company  (a  100%  Arab  owned  inst 
itution)  is  a  member  of  the  Al  Ubaf  Banking  Group. 

The  Group  has  a  significant  presence  in  each  of  the 
I  world's  financial  centres. 

|  And  now  the  Arab  shareholders  of  the  Group  (whose 
|  total  assets  are  US  $68  billion)  have  found  it  timely  to 


A  fully  fledged  commercial  Bank  in  its  own  right, 
Alubaf  Arab  International  Bank  will  operate  on  a 
worldwide  basis.  Particular  emphasis  will  be  placed 
|||||^  on  a  wide  range  of  Merchant  Banking  products. 
\i  f     W'  |       |         The  initial  authorised  capital  of  US  S200  million, 
A|l  Ww^y  |  plus  the  support  of  our  shareholders  and  the  large  net- 

;«^fefS|.  I    '    |  work  of  our  Group,  are  strong  evidence  of  our  intent 
|%  |  I       ^  may  ^ave  ta^en  time  to  launch  the  world's  first 

ft  ItffS  IS  1  100%  pan-Arab  universal  Bank.  But  now  that  we're  here, 
»f!^^Bi#Si  J  vve  intend  to  lie  a  major  force  in  international  banking 
f§  I  Will  '  I  ) 


and  business. 


Pi 

1 
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ir^n~^Ri^  Anricz>r\j^xi      bank  f=  t — :. 

Bahrain  Tower,  Government  Road,  RO.  Box  529,  Manama,  Bahrain. 
Tel:  276 162/3/4  Telex:  9671  ALUBAF  BN. 
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How  to  get 

the  information  you  nee< 
when  you 

don't  know 
precisely 
what 

information 
you  need. 


To  get  the  right  answers  from 
a  computer,  you  have  to  ask  the 
right  questions.  But  what  are 
the  right  questions? 

Most  Management  Informa- 
tion Systems  won't  help  very 
much.  Because  with  most  MIS's, 
you  can't  probe  at  random.  The 
specifications  for  information  — 
your  questions  —  must  be  pre- 
cisely defined,  so  that  they  can 
be  programmed.  No  program, 
no  data. 

Now  meet  the  Sperry  Univac 
MAPPER™  System. 

MAPPER  is  a  unique  Deci- 
sion Support  and  Development 
System  designed  for  our  Series 
1100  computers. 


MAPPER  does  what  no  MI 
has  ever  done  before.  It  makes 
the  computer  follow  your  nat- 
ural thought  process.  It  allows 
you  to  explore.  Without  rigid 
procedural  barriers. 

Ask  a  question,  get  an  answe 
If  that  provokes  another  ques- 
tion, fine.  Ask  it. 

In  this  way  you  investigate 
options.  Examine  "what  if" 
scenarios.  Browse  at  will  amon 
the  vast  information  resources 
of  the  mainframe.  Shape  the 
data  to  your  needs,  as  they 
evolve. 

All  with  astonishing  facility. 
You  work  with  simple  English 
language  commands.  And  mos 
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Sperry  Univac  is  a  division  and  registered  trademark  of  Sperry  Corporation 


JL  UNIVAC 

Ne  understand  how  important  it  is  to  listen. 


he  time,  you  can  implement 
uests  with  six  keystrokes  or 
at  your  desktop  terminal. 
Vhkh  means  that  you  spend 
time  gathering  information, 
li  that,  in  turn,  leaves  you 
e  time  to  work  with  it.  More 
e  to  evaluate  alternatives, 
i  insights.  More  time  to 
ilk.  More  time,  ultimately,  to 
in  effective  manager, 
he  fact  is,  MAPPER  can 


increase  managerial  efficiency 
at  all  levels  within  your  organi- 
zation. Each  department  head, 
for  example,  can  develop  his 
own  customized  reports  when- 
ever the  need  arises.  Without 
the  help  of  a  programmer. 

If  all  this  sounds  a  bit  too 
good  to  be  true,  we  invite  you 
to  try  our  "MAPPER  Chal- 
lenge." Give  us  a  current  prob- 
lem where  lack  of  information 


is  the  major  obstacle,  and  we'll 
give  you  the  opportunity  to 
solve  it— hands-on,  at  a  com- 
puter terminal,  with  MAPPER. 

It's  easy  enough  to  arrange. 
Just  contact  your  local  Sperry 
Univac  marketing  office.  Or 
write  Sperry  Univac,  Computer 
Systems,  Department  100,  P.O. 
Box  500,  Blue  Bell,  PA  19424. 
Or  call  (9  AM  to  5  PM)  toll-free 
800-523-2496.  In  PA,  call  collect 
215-646-3378. 

We  look  forward  to  hearing 
from  you.  You  can  be  sure  we'll 
be  listening. 

MAPPER 


At  Kidder,  Reabody, 
the  first  team 
is  a  double  team. 


^^^-^^  \  ||  i  DeWitlL.  Alexandre,  Jr. 
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Kiddei;Reabody 
thinks  twice. 


You  like  the  idea  of  getting  tax-free 
income  through  municipal  bonds. 
But  your  knowledge  of  the  subject 
is  limited,  and  you  need  someone 
to  help  you  think  it  through. 

That  someone  should  be 
Kidder,  Peabody. 

Because  at  Kidder,  Peabody, 
our  customers  get  expert  thinking 
from  not  just  one,  but  two  sources. 

First,  from  your  Kidder,  Peabody 
stockbroker,  a  dedicated  pro- 
fessional like  DeWitt  Alexandre. 
DeWitt,  like  every  Kidder,  Peabody 
broker,  has  ready  access  to  the 
current  information  on  practically 
all  municipal  issues  being  offered. 


In  fact,  with  the  firm's  unique 
electronic  retrieval  system  of  over 
500  pages  of  municipal  informa-  . 
tion,  Kidder,  Peabody  has  the 
most  municipal  information 
available  in  the  industry. 

Then,  there's  Peter  Cooper, 
a  Kidder,  Peabody  municipal 
strategy  specialist.  Peter  can 
discuss  municipals  in  depth,  to 
provide  customers  with  extra 
detail  and  interpretation  on  what- 
ever bonds  are  under  consid- 
eration. Not  just  on  national  bond 
issues,  but  on  local  offerings  too, 
since  he's  in  close  touch  with  our 
13  regional,  municipal  under- 


writing and  trading  centers. 

Over  the  years,  this  ability  to 
double-team  investors'  needs,  to 
assess  and  interpret,  has  helped 
us  become  an  acknowledged 
leader  and  innovator  in  the  tax- 
exempt,  municipal  bond  arena. 

Thinking  and  re-thinking. 

We  think  it's  a  most  responsible 
way  of  doing  business. 

It's  the  way  we'd  like  to  do 
business  with  you. 

Kidder,  Peabody 

II  &  CO.  INCORPORATED 
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—over  60  offices  worldwide— 


What's  Ahead  for  Business 


Edited  by  Thomas  O'Donnell 


We  are 
watching 
a  replay  of  1975 


Retail  sales 
don't  tell 
the  whole  story 


Some  forecasters 
have  overemphasized 
expectations 


FRAYED  NERVES  AND  SHORT  MEMORIES 

Some  economists,  reacting  to  continuing  bad  news  and  mindful 
that  they  were  wrong  a  year  ago  in  forecasting  a  recovery  in  1982,  are 
hurriedly  revising  their  1983  forecasts  .  .  .  downward.  Forbes  expects 
those  so  minded  to  be  proven  wrong  again  as  1983  unfolds.  A  pickup  in 
business  activity  is  imminent.  The  doubters  are  suffering  from  frayed 
nerves  and  short  memories. 

There  was  a  similar  rush  to  revise  downward  at  the  tail  end  of  the 
1974-75  recession,  it  should  be  recalled.  Then,  there  were  widespread 
fears  of  that  severe  downturn  spiraling  faster  into  a  1930s-like  depres- 
sion. Thousands  of  Americans,  like  fabled  French  peasants,  pulled 
money  from  their  banks  to  put  it,  if  not  under  their  mattresses,  into 
second  houses  or  Krugerrands.  What  followed,  instead,  was  one  of  the 
strongest  recoveries  on  record.  By  mid-1976,  GNP  had  grown  by  7%, 
unemployment  dipped  by  almost  2%  from  a  year  earlier,  the  stock 
market  rose  by  30%  and  factories  were  humming. 

Granted,  history  doesn't  repeat  precisely,  but  Forbes  believes  we 
are  watching  a  replay  of  1975.  The  forecasters  most  prone  to  anxious, 
downward  revision  are  those  who,  like  Vladimir  and  Estragon  in 
Waiting  for  Godot,  are  losing  their  poise  waiting  for  consumers  to  show 
up  and  start  spending.  In  contrast  to  the  play,  consumers  are  starting  to 
show  up.  Confusion  and  fear  arise  because  retail  sales  figures  alone 
have  yet  to  show  it  convincingly. 

A  different,  brighter  picture  is  drawn  by  other  numbers.  Net  credit 
outstanding,  for  example,  rose  by  a  substantial  $1.1  billion  in  Septem- 
ber against  a  skimpy  $100  million  gain  the  previous  month.  Personal 
consumption  expenditures,  which  include  services,  food,  transporta- 
tion and  store  sales,  have  risen  fairly  consistently  since  early  1982. 

Better  evidence  still  comes  from  housing.  New  starts  have  risen  every 
quarter  since  late  1981.  The  current  annual  rate  of  1.1  million  starts  is 
scarcely  a  boom — it's  half  the  record  level  in  1972 — but  it's  an  encour- 
aging 32%  above  last  year's  level. 

The  present  recession,  though,  differs  from  1975's  in  two  important 
respects.  First,  no  sharp  upturn  in  the  1976  style  is  in  prospect.  It  will 
be  gradual  and  unspectacular.  Second,  this  recession  has  created  a 
"two-tier"  consumer  market.  Those  in  the  upper-income  brackets, 
benefiting  from  falling  inflation  and  the  recent  rise  in  stock  and  bond 
prices,  are  in  surprisingly  good  shape.  They  are  the  ones  buying  houses 
again.  Those  in  lower  brackets  have  also  strengthened  their  personal 
balance  sheets,  but  they  are  fearful  about  losing  their  jobs. 

That  fear  is  what  pollsters  pick  up  when  they  survey  consumer 
expectations.  But  some  forecasters  have  overemphasized  expectations 
at  the  expense  of  spending.  "Expectations  have  little  to  do  with 
consumer  behavior,"  points  out  Gordon  Richards,  director  of  econom- 
ic analysis  for  the  National  Association  of  Manufacturers.  "They  are  at 
best  a  coincident  indicator  and  probably  a  lagging  one.  In  the  second 
half  of  1975,  consumers  were  very  pessimistic." 
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The  Forbes  Index 
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Onward  and  upward.  The  Forbes  Index  has  posted  its 
second  consecutive  gain.  The  main  factor  contributing  to 
the  rise  was  housing  starts,  which  were  up  5.6%  in  Octo- 
ber, the  highest  level  in  more  than  a  year.  Personal  income 
was  also  in  the  plus  column,  moving  up  0.1%  during  the 
latest  reporting  period. 

Inflation  continues  to  climb,  but  at  a  much  slower  rate. 
October's  0.3%  rise  translates  to  a  compounded  annual 


rate  of  3% .  Similarly,  price  rises  in  the  increasingly  impor- 
tant service  sector  are  moderating.  The  service  index 
posted  a  0.2%  gain,  which  totals  2%  on  a  compounded 
annual  basis. 

The  bad  news  is  that  industrial  production  dipped  0.8%, 
following  a  0.7%  decline  in  September.  Unemployment 
claims,  a  lagging  indicator,  were  up  0.6%  in  October  and 
have  hit  a  new  index  high. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  the  change  in  the 
amount  of  consumer  installment  debt  outstanding. 

To  measure  these  eight  elements,  Forbes  monitors  11 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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THE  BMW 733L 

IT  DOESN'T 
SCREAM  WEALTH. 

IT  JUST 
QUIETLY  REWARDS 
INSIGHT. 


It's  no  secret  that  there  are 
some  expensive  sedans  that  are  pur- 
chased for  their  sheer  expensiveness. 

Sedans  that  serve  as  a  sort  of 
public  declaration  of  prosperity  and 
status. 

Such  cars  are  the  antithesis  of 
the  BMW  733i— the  luxury  sedan 
engineered  in  the  belief  that  per- 
formance, not  self-congratulation, 
is  the  ultimate  measure  of  a  car's 
true  worth. 

A  PANACEA  FOR  PURISTS. 

The733i  is  a  car  whose  subtle- 
ties of  engineering  and  technology 
place  it  beyond  the  needs  of  all  but  a 
handful  of  purists.  (Which  is  perhaps 
just  as  well,  given  its  limited  supply.) 

For  those  serious  drivers,  how- 
ever, it  is  as  close  to  a  necessity  as 
a  $35,000*  sedan  can  come. 

Its  fuel-injected  engine  delivers 
the  sort  of  heady  response  that 
suggests  an  oversized  power-plant 
beneath  the  hood. 

Not  so.The733i's  6-cylinder  en- 
gine arrives  at  high  performance 


through  refinement,  not  brute  force. 

A  system  of  microprocessors 
gathers  data  on  fuel  mixtures, 
engine  speed  and  other  factors.  It 
then  orders  ignition  to  occur  at  the 
optimum  moment— accomplishing 
through  elegance  of  design  what 
might  otherwise  require  additional 
cylinders  and  extra  girth. 

Its  suspension  handles  the 
landscape  with  precision  instead  of 
bluntness— removing  almost  surgi- 
cally the  wallowing,  skittishness  and 
related  uncertainties  from  bumps 
and  curves. 

(One  reason:  a  new  rear  sus- 
pension that  incorporates  one  of  the 
most  significant  breakthroughs  in 
independent  rear  suspension  design 
in  a  generation.) 

The  733i  is  also  designed  for 
those  who  prefer  the  subtleties  of 
road  topography  to  the  anesthetiz- 
ing ride  of  limousine-like  sedans.  Its 
highly  tactile  steering  places  you  in 
touch  with  that  alternately  pleasant 
and  harsh  reality  called  the  road— 


filtering  out  just  enough  of  its  harsh- 
ness.while  never  removing  the  reality. 

The  result  is  a  machine  that  is 
as  much  system  as  car,  one  so 
perfectly  balanced  and  rigorously 
self-policing  that  it  even  calculates 
when  routine  service  is  needed. 
ENGINEERED  FOR  DRIVING, 
NOT  JUST  SITTING. 

Inside,  the  733i  is  engineered 
for  activities  of  considerably  more 
subtlety  than  sitting. 

Its  interior  literally  helps  you 
drive,  rather  than  merely  accompa- 
nying you  on  the  trip. 

Its  supple  leather  seats  are  de- 
signed to  follow  the  curvature  of 
the  spine,  placing  the  driver  in  pos- 
tures that  are  anatomically  correct 
and  help  reduce  driver  fatigue. 

An  Active  Check/ Control  pro- 
vides readings  on  7  different  mea- 
sures of  the  car's  operational 
readiness. 

An  on-board  computer  provides 
all  manner  of  trip  information,  such 
as  the  distance  remaining  to  your 
destination. 

In  fact,  no  detail  in  a  BMW733i 
ever  suffers  from  inattention  be- 
cause it's  judged  'minor.' And  its  war- 
ranty reflects  this  obsessiveness. 
The  733i  is  backed  by  BMW's  3- 
year/36,000-mile  limited  warranty 
and  a  6-year  limited  warranty  against 
rust  perforation. + 

All  of  which  led  Car  and  Driver 
to  conclude  that  the  733i's  "parts 
and  pieces. .  .work  so  well  together 
they  must  have  been  melded  in 
another  world." 

It  may  be  seen,  however,  in 
much  more  convenient  locations. 
We  invite  you  to  visit  your  ^Ete^ 
nearby  BMW  dealer,  who  mB_m 
will  be  happ^  1 1  arrange  ^  Bp 

THE  ULTIMATE  DRIVING  MACHINE. 


•Manufacturer's  suggested  retail  price  $34,300  Actual  price  depends  on  dealer.  Price  excludes  state  and  local  taxes,  dealer  prep,  destination  and  handling  charges  'Warranty  applies 
to  automobiles  purchased  from  authorized  U.S.  BMW  dealers  only  See  your  BMW  dealer  for  details  <g  1982  BMW  of  North  America.  Inc. The  BMW  trademark  and  logo  are  registered 
European  Tourist  Delivery  can  be  arranged  through  your  authorized  U  S  BMW  dealer. 


What  isn't  changing  at 
the  Bell  System. 


u've  been  hearing  about  the 
hanges  coming  to  the  Bell 
em.  Changes  in  the  way  we're 
ctured  and  in  the  way  we  do 
ess. 

ese  changes  will  help  us  usher 
whole  new  era  in  telecom- 
cations:  the  Information  Age. 
ut  in  the  midst  of  all  this 
ge,  the  Bell  System  is  also 

!tted  to  seeing  that  certain 
gs  remain  unchanged, 
is  country  now  takes  de- 
able  telephone  service  for 
ted.  It's  probably  hard  for  you 
member  the  last  time  your 
phone  service  was  interrupted 
ou  couldn't  get  a  dial  tone, 
he  fact  is,  America  has  the 
telecommunications  system 
e  world.  And  that  will  remain 
anged.  Your  telephone  corn- 
will  still  have  the  same  de- 
able  people  standing  behind 


it.  And  their  goal  will  continue  to 
be  the  same:  providing  the  best 
telephone  service  at  reasonable 
rates.  So  what  will  change?  In  the 
future,  there  will  be  new  places 
to  go  for  new  kinds  of  telephone 
equipment.  Probably  some 
changes  in  how  you  get  a  tele- 
phone repaired.  And  how  you  are 
billed. 

These  changes  will  take  place 
gradually.  So  at  first  you  might  not 
even  notice  them.  And  they  cer- 
tainly won't  affect  the  most  impor- 
tant thing  for  you -your  ability 
simply  to  pick  up  your  telephone 
and  get  in  touch  with  anyone  you 
want  to,  whenever  you  want  to. 

There's  something  else  that 
won't  change.  The  Bell  System 
has  a  hard-earned  reputation  for 
integrity  in  our  dealings  with  the 
public  and  for  leadership  and  in- 
volvement in  community  affairs. 


We  intend  to  live  up  to  that  reputa- 
tion even  as  our  business 
undergoes  dramatic  changes. 

Along  with  your  local  Bell 
Telephone  company,  we'll  be  tell- 
ing you  about  these  changes  as 
they  occur.  In  ads  like  this. 

In  each  of  these  ads  you'll  find  a 
telephone  number.  That  number  is 
an  important  part  of  our  "Let's  Talk" 
program.  This  program  has 
been  set  up  by  the  Bell  System  to 
help  you  understand  exactly  what 
the  changes  at  the  Bell  System 
will  mean  for  you  right  now.  And  in 
the  future. 

Call  us.  At  1 800  555-5000. 

There'll  be  somebody  to  talk  to. 
Somebody  to  help  you. 
Somebody  to  answer  your  ques- 
tions. To  get  you  information. 

So  call  us.  And  we'll  be 

with  you.  Let's  talk. 


(§)  Bell  System 


Jqye 


artell. 


cU]is  Qhristmas  celebrate  your  friends  good  taste. 
Qive  them  all^Martell  Qognac.  Since 1715,  one  of  the  world's  more  civilized  pleasu 
lb  send  a  0ft  of  kartell  m  the  U.S.,  call 800-5286148. 
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Forbes 


Morley  Thompson  used  tax  accounting 
wizardry  to  transform  a  sleepy  piano  com- 
any  into  a  financial  giant.  Suddenly  the 
music  is  starting  to  sound  off  key. 

What  happens 

when  the 
music  stops? 


By  Richard  L.  Stern 
and  Paul  Bernstein 

See  Morley  Thompson  run.  On 
Friday,  the  55-year-old  presi- 
dent of  Baldwin-United,  the 
Cincinnati-based  conglomerate,  hops 
a  flight  to  Los  Angeles.  Three  days  of 
wheeling  and  dealing  there,  where 
among  other  things  he  pitches  the 
wonders  of  his  insurance  subsidiary's 
hot-moving  product,  single  premium 
deferred  annuities  (SPDAs),  to  a  group 
of  E.F.  Hutton  salesmen.  Tuesday  he's 
back  in  New  York  for  a  Merrill  Lynch- 
sponsored  meeting  with  institutional 
investors.  Being  on  the  run  is  a  part  of 
the  technique.  Thompson's  style  runs 
to  the  rambling,  confusing  discourse 
that  bounces  abruptly  from  subject  to 
subject.  A  portfolio  manager  who  asks 
him  questions  at  a  recent  New  York 
meeting  comes  away  confessing  him- 
self more  confused  than  before  he 
asked  for  an  explanation. 

The  running,  the  opaque  talk  and 
the  wheeling  and  dealing  appear  to 
keep  most  of  the  converted  converted. 
Baldwin  has  sold  $3  billion  of  its  de- 
ferred annuities  in  little  more  than 
three  years,  and  its  stock  has  climbed 
to  a  recent  high  of  505/s  from  as  low  as 
20V4  within  the  past  year.  This  proves 
what  a  supersalesman  Thompson  is. 
But  if  you  look  at  Baldwin  closely, 
disturbing  questions  arise.  For  open- 
ers, Baldwin  is  up  to  its  neck  in  debt, 
$1.6  billion  worth,  of  which  $1.1  bil- 
lion is  short  term.  It  is  frantically 


Sign  in  a  Baldwin  showroom 

It  isn't  the  keyboards  that  need  a 

lot  of  careful  looking  into. 


searching  for  ways  to  pay  that  off. 
Running,  running,  running,  talking, 
talking,  talking,  Thompson  has  been 
playing  it  close  to  the  edge. 

Some  smart  speculators  apparently 
have  taken  notice.  At  one  point  last 
summer  there  was  a  1  million  short 
position  in  Baldwin — 1  million  out  of 
20  million  shares  outstanding  [2Vi 
million  held  by  insiders).  But  in  a 
tight  spot  Thompson  is  formidable. 
He  warned  in  late  August  that  Bald- 
win stockholders  might  not  be  able  to 
take  the  tax  benefits  of  their  tax-shel- 
tered dividends  if  their  stock  were 
lent.  His  reading  of  the  IRS  code  was 
sufficient  to  stop  many  brokers  and 
banks  from  lending  Baldwin  stock. 
Voila!  A  short  squeeze. 


But  to  the  financial  public  at  large, 
Morley  Thompson  is  quite  a  hero.  On 
Mar.  9  Baldwin  acquired  MGIC,  the 
largest  mortgage  insurer  in  the  na- 
tion, for  $1.2  billion.  Fortune  maga- 
zine hailed  him  as  "The  Smart  Taxo- 
phobe  at  Baldwin-United."  The  acqui- 
sition of  the  highly  profitable  MGIC 
would,  according  to  Thompson,  close 
the  circle  on  his  master  plan.  Through 
use  of  intricate  and  ingenious  ac- 
counting and  tax  methods,  Thompson 
had  been  creating  sizable  tax  losses  in 
the  fast-growing  SPDA  business.  By 
sheltering  MGIC's  pretax  income,  he 
could  generate  enormous  profits. 

But  now  Internal  Revenue,  the 
American  Institute  of  Certified  Public 
Accountants  and  state  insurance  reg- 
ulators are  taking  notice  of  Thomp- 
son's devices,  raising  questions  that 
could  substantially  change  the  way 
Thompson  does  business  and  that 
could  reduce  profitability. 

To  understand  what's  going  on,  you 
have  to  follow  the  annuity  holder's 
money  through  the  Baldwin-United 
maze.  At  the  beginning,  the  investor 
typically  gets  pitched  by  a  broker 
whose  firm  will  get  a  4%  to  5%  com- 
mission for  putting  him  in  a  Baldwin 
SPDA  and  little  or  nothing  if  he  buys 
a  money  market  fund.  The  investor 
gets  what  is  called  a  ten-year  deferred 
annuity  but  is  really  a  high-interest 
time  deposit  with  a  couple  of  impor- 
tant kickers. 

An  early  investor,  for  example, 
could  leave  the  interest  to  compound 
or — here  a  good  salesman  might  adopt 
the  manner  of  a  friendly  co-conspira- 
tor— he  could  draw  out  money  up  to 
10%  of  the  accumulated  value  and 
treat  it  as  a  tax-free  return  of  capital 
on  his  tax  return.  He  could  do  this 
every  year,  up  to  the  full  amount  of 
the  principal.  Get  the  point?  A  10% 
tax-free  return  while  your  money  is 
compounding.  That  followed  because 
the  interest  rate  was  14.25%.  Lately, 
new  buyers  have  been  getting  only 
12.25%  (in  New  York,  12.5%),  but  to 
keep  the  old  investors  happy  the  com- 
pany has  not  yet  lowered  their 
14.25%  rate. 

You  didn't  like  the  ten-year  com- 
mitment? Relax.  You  could  pull  out 
with  no  penalty  if  the  company 
dropped  its  interest  payout  more  than 
75  basis  points  during  the  life  of  the 
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investment,  or  pay  a  5%  penalty  and 
get  out  anytime.  In  the  50%  bracket, 
14.25%  is  equivalent  to  28.5%  tax- 
able. In  your  bracket,  Sir,  that's,  let's 
see  (quick  calculation). 

So  the  average  annuity  customer 
gave  his  broker  $23,000  and  Baldwin 
paid  a  5%  commission — $1,150.  But 
then  Baldwin  credited  the  investor 
with  his  full  $23,000.  First  big  prob- 
lem. Baldwin  starts  out  5%  in  the 
hole  on  account  of  the  commission 
(actually,  5.8%  after  overhead).  In  late 
1981  and  part  of  1982,  when  the  bulk 
of  these  annuities  were  sold,  it  was 
easy  to  earn  1 5%  or  better  in  the  mon- 
ey markets,  so  the  company  could 
afford  to  pay  14.25%,  even  from  the 
diminished  capital. 

A  hitch  arose.  August's  tax  bill  put 
a  stop  to  the  10%-retum-of-capital 
dodge  for  new  business.  Which  meant 
that  annuity  holders  either  had  to  stay 
in  for  the  full  ten  years  before  seeing 
income  or  had  to  pay  the  tax,  pay  the 
5%  penalty  to  Baldwin  along  with  5% 
to  the  government,  and  get  out.  It's  a 
less  attractive  package. 

There's  something  missing  here, 
the  key  element:  What's  in  all  this  for 
Baldwin-United?  To  find  out,  let's  fol- 
low that  hypothetical  investor's 
$23,000,  minus  $1,150.  It  goes  into  a 
Baldwin  life  insurance  subsidiary,  Na- 
tional Investors  Life  Insurance  Com- 
pany (NILIC).  But  it  doesn't  stay 
there.  The  annuity  money  quickly 
goes  to  a  second  subsidiary,  called 
NIPIC  (never  mind,  it's  not  important 
what  its  real  name  is).  NIPIC  pays 
NILIC  a  12%  commission  and,  acting 
as  reinsurer,  invests  the  remainder. 

That  last  12%  commission  covers 
the  selling  charge  of  5.8%  and  leaves 
the  insurance  subsidiary  with  a  nice 
profit — 6.2%  of  the  principal  amount. 
There's  more.  NILIC  is  a  life  insur- 
ance company  and  so  pays  taxes  at  a 
23%  maximum  effective  rate.  But 
NIPIC,  the  next  subsidiary  in  line,  as  a 
nonlife  reinsurer  has  a  46%  tax  rate.  So 
it  expenses  its  12%  "commission" 
payment  and  creates  a  huge  tax  loss. 
Complicated,  but  the  bottom  line  is 
this:  NILIC  has  only  a  23%  tax  rate  and 
ends  up  with  a  nice  profit,  but  NIPIC 
has  a  46%  tax  rate  and  so  ends  up  with 
a  much  larger  tax  credit  to  offset  tax- 
able income  elsewhere  in  the  com- 
pany, fust  shifting  money  from  one 
pocket  to  another,  but  shifting  it  pur- 
posefully. Nifty,  huh?  Thompson 
likes  to  call  it  "tax  arbitrage." 

Press  Thompson  long  enough  and, 
after  a  lot  of  hemming  and  hawing,  he 
will  admit  the  IRS  is  examining  this 
practice.  But  he  dismisses  that  as  a 
routine  matter.  "They  look  at  a  lot  of 
things,"  he  says  of  Internal  Revenue. 


Thompson  has  other  tax  and  ac- 
counting tricks  up  his  sleeve.  But  to 
realize  his  tax  credits  and  make  any 
money  on  that  $3  billion  in  annuities, 
he  needs  lots  of  taxable  income  some- 
where in  the  corporation.  The  rest  of 
the  company  appears  to  be  losing  mon- 
ey. In  1 98 1  Baldwin  reported  income  of 
$88.6  million  from  SPDAs  alone,  but 
$85.5  million  in  overall  income, 
which  implies  a  $3.1  million  loss  for 
the  rest  of  the  company.  This  year  it's 
worse:  for  the  first  nine  months — 
$106.4  million  insurance  profit,  most- 
ly from  SPDAs,  while  the  rest  of  Bald- 
win seems  to  have  lost  nearly  $16 
million.  Where  is  the  taxable  income 
to  be  sheltered  by  the  losses? 

That's  where  MGIC  was  to  come  in. 
In  the  full  year  before  it  was  sold  to 
Baldwin  for  $1.2  billion  in  cash  last 
March,  it  earned  about  $140  million 
pretax,  on  which  it  paid  Uncle  Sam  $47 
million,  and  it  was  expected  to  earn 
about  the  same  this  year.  Through  the 
first  nine  months  of  1982,  pretax  in- 
come was  $96  million,  vs.  $  1 1 0  million 


Why  should  Baldwin-United 
be  so  obviously  desperate 
for  cash  when  it  reported 
earnings  of  $85.5  million 
last  year  and  is  expected  to 
earn  $125  million  this  year, 
after  interest  charges?  Be- 
cause those  earnings  are 
mostly,  if  not  entirely,  book- 
keeping entries. 


for  the  same  period  last  year. 

As  soon  as  he  got  MGIC,  Thompson 
raided  it  for  assets.  He  took  out  $233 
million  worth  of  notes,  real  estate, 
mortgages  and  cash  and  replaced  it 
with  securities  of  other  subsidiaries. 
Next,  he  sold  off  MGIC's  $220  mil- 
lion worth  of  "tax-loss"  bonds.  These 
are  government  bonds  for  mortgage 
insurers  that  pay  zero  return  but  can 
be  used  for  required  reserves  and  can 
be  bought  with  pretax  profits,  which 
are  then  not  taxed  until  the  bonds  are 
ultimately  liquidated.  Thompson  re- 
deemed these  because  Baldwin  has 
more  than  enough  tax-loss  credits  to 
apply  against  the  tax  liability. 

But  there's  always  a  spoilsport  on  a 
deal  like  this.  Something  appears  to 
have  gone  awry  in  Wisconsin,  where 
MGIC  is  domiciled  and  regulated.  In  a 
prospectus  dated  Aug.  31,  1982,  Bald- 
win proposed  taking  a  dividend  "in 
excess  of"  $50  million  out  of  MGIC 
Investment  Corp.,  a  holding  com- 
pany, and  an  $80  million  loan  from 
MGIC  itself.  But  Wisconsin  thus  far 
has  not  allowed  the  loan  and,  Thomp- 


son says,  Baldwin  has  "voluntarily 
limited  itself  to  $50  million  in  divi 
dends  from  MGIC.  The  state  toh 
Baldwin  recently  that  it  must  providi  1 
30  days'  notice  of  any  future  "materij 
al  changes"  in  yet  another  MGIC 
company  under  its  purview. 

Wisconsin  has  obviously  added  t< 
Baldwin-United's  cash-flow  prob 
lems.  Baldwin  is  still  carrying  $55( 
million  in  short-term  debt,  borrowec 
from  a  group  of  banks  led  by  Chemical 
that  financed  the  purchase  of  MGIC 
Most  of  this  bridge  loan  is  priced  a 
about  prime,  currently  costing  abou 
$63  million  a  year.  MGIC's  $50  mil 
lion  is  not  covering  that.  Thompsor 
says  he  had  hoped  to  pay  off  the  bridg« 
loan  last  summer,  before  it  came  due 
Now  he  says  it  will  be  paid  off  hi 
March  1983,  as  scheduled. 

Thompson  says  all  is  well.  He  say; 
he  has  paid  down  some  $150  million 
put  an  additional  $200  million  into  £ 
sinking  fund  and  will  pay  off  the  rest  o: 
the  bridge  loan  in  part  by  selling  £ 
subsidiary  he  must  divest  to  get  £ 
Justice  Department  okay  on  the  MGIC 
purchase.  But,  he  explains,  these 
transactions  take  time.  His  bankers 
nevertheless,  are  reported  to  be  pri 
vately  concerned,  even  though  MGIC 
is  pledged  to  them  as  collateral. 

Meanwhile,  what  of  the  $3  billion  ir 
annuity  premiums  that  have  pourec 
into  Baldwin-United's  coffers? 

The  majority  of  those  dollars  are 
apparently  still  invested  in  the  nor- 
mal sort  of  holdings  expected  from  an 
insurance  company — stocks  like  Cin- 
cinnati Bell,  tax-exempts,  corporate 
preferred  shares.  Thompson  says  the 
annuities  are  fully  covered  by  non- 
Baldwin  Securities.  But  nearly  a  fifth 
of  the  insurance  reserves  investmenj 
was,  as  of  Sept.  30,  invested  in  Bald- 
win-United's subsidiaries'  paper.  Tc 
be  exact,  that's  18.2%,  or  $690  mil- 
lion, says  fames  Chanos,  analyst  at 
little-known  Gilford  Securities. 

Much  of  the  Baldwin-United  paper  is 
the  stock  of  Balunit,  the  Baldwin  sub- 
sidiary that  in  turn  owns  MGIC  (whose 
stock,  remember,  is  pledged  to  the 
banks).  The  $690  million  figure  might 
have  been  higher  but  for  the  interven- 
tion of  Arkansas.  NILIC,  domiciled 
there,  had  to  write  down  the  value  of  its 
Baldwin  paper  by  about  $100  million. 

William  Woodyard,  the  insurance 
commissioner  of  Arkansas,  was  less 
than  impressed  with  some  of 
NILIC's  activities.  He  cites  an  exam- 
ple: In  December,  NILIC  bought  100 
shares  of  Phoenix  Corp.,  another  Bald- 
win subsidiary,  for  $17.2  million. 
That's  $172,000  a  share,  cash.  But  just 
three  days  before,  Baldwin  transferred 
54  shares  between  two  other  subsid- 
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iaries  for  $83,333  a  share.  So  what  was 
Phoenix  really  worth? 

Thwarted  by  Arkansas  in  the 
spring,  Baldwin-United  suddenly  last 
summer  started  reinsuring  annuity 
premiums  in  yet  another  subsidiary, 
S&H  Life,  in  Arizona — some  $499 
million  in  the  third  quarter.  Why  Ari- 
zona, which  is  notorious  among  in- 
surers as  the  least  regulated  insurance 
state  in  the  Union?  When  Forbes 
asked  that  question,  Thompson's  eyes 
widened  ingenuously  and  he  replied, 
"Oh,  that's  news  to  me." 

Meanwhile,  a  startling  3 1  %  of  that 
big  $499  million  portfolio  out  in  Ari- 
zona consists  of .  .  .  guess  what:  Bald- 
win securities,  including  35.5%  of  the 
stock  of  Balunit-MGIC. 

Thompson  has  plans  for  Balunit  pa- 
per. Baldwin,  for  example,  proposes  to 
transfer  assets  worth  $172  million — 
$115  million  in  annuity  reserves  and 
$57  million  in  property  and  casualty 
reserves — to  another  insurance  com- 
pany (not  owned  by  Baldwin)  so  that  the 
latter,  in  turn,  can  transfer  up  to  $137 
million  of  the  total  to  a  new  offshore 
subsidiary  of  Baldwin.  Why  ?  So  that  the 
offshore  subsidiary  can  then  lend  cash 
to  .  .  .  Balunit.  The  offshore  outfit  will 
take  back  Balunit  securities  as  an  in- 
vestment for  the  reserves.  By  such 
means,  $137  million  in  cash  would  be 
freed  up  for  Baldwin-United's  use. 

Thompson  is  also  lining  up  $200 
million  in  real  estate  investments  for 
the  annuity  reserves.  One  such  deal 
has  already  been  made.  Baldwin  gave 
$42  million  in  Balunit  14%  preferred 
stock  to  Foremost-McKesson  for  a 
string  of  warehouses.  Foremost- 
McKesson  will  get  $5.9  million  in 
cash  dividends  a  year.  Baldwin  can 
expect  a  cash  flow  from  the  ware- 
houses of  perhaps  only  $2.5  million  to 
$3  million!  What's  the  sense  in  that? 
Eventual  capital  appreciation,  says 
Thompson.  Back  at  the  home  office, 
though,  Baldwin  Controller  Charles 
Lewis  has  another  explanation.  The 
real  goal,  he  says,  is  to  sell  the  ware- 
houses to  an  SPDA  reserve  and  there- 
by pull  out  more  cash  for  Baldwin. 

You  don't  need  a  Stanford  M.B.A.  to 
realize  that  this  is  a  company  in  con- 
siderable need  of  cash.  Debt  service 
alone  in  1982  should  come  to  some- 
thing like  $215  million,  Forbes  esti- 
mates. Then  there  is  $17  million  in 
dividends  to  Baldwin-United  com- 
mon stockholders  and  $1.4  million  to 
preferred  shareholders.  That  means 
more  than  $233  million  in  real  cash 
outgo,  per  year.  And  that,  remember, 
does  not  take  the  annuity  holders  into 
account.  They're  supposed  to  wait  ten 
years  for  their  14.25%  or  their  12.25% 
if  they  are  new  investors. 


Baldwin  has  a  stated  debt-to-equity 
ratio  of  4-to-l.  Dangerously  thin  as 
that  seems,  it  may  not  tell  the  whole 
story.  Of  the  $400  million  or  so  equi- 
ty, $335  million  consists  of  "excess  of 
cost  over  fair  value,"  mostly  from  ac- 
quisitions. In  plain  words,  goodwill. 
Take  away  the  goodwill  and  Bald- 
win's a  relative  hairbreadth  away 
from  zero  net  worth.  Queried  about 
Baldwin-United's  net  worth,  Thomp- 
son said,  "Baldwin  has  debt  in  its  hold- 
ing companies  [emphasis  added]  in  a 
ratio  of  $1  of  equity  for  each  $1.70  of 
debt."  Ke  apparently  ignored  the  debt 
of  the  subsidiaries. 

Leverage  aside,  why  should  Bald- 
win-United be  so  obviously  desperate 
for  cash  when  it  reported  earnings  of 
$85.5  million  last  year  and  is  expected 


Baldwin-United's  Morley  Tlyompson 
Running,  running,  running, 

to  earn  $125  million  this  year,  after 
interest  charges?  Because  those  earn- 
ings are  mostly,  if  not  entirely,  book- 
keeping entries.  This  year,  nine- 
month  earnings  of  $90.5  million  in- 
cluded approximately  $78  million  of 
"adjustments" — changes  to  reflect 
differences  between  generally  accept- 
ed accounting  principles,  which  Bald- 
win-United happily  uses,  and  the 
more  conservative  and  restrictive 
statutory  accounting  that  conven- 
tional insurance  companies  must  use. 

A  conventional  insurance  company 
selling  SPDAs,  for  example,  books  in- 
come only  as  it  is  earned  in  cash,  and 
earnings  come  entirely  from  the 
spread  between  the  return  on  its  in- 
vestments and  what  it  pays  out  to 
investors  in  its  annuities.  In  reporting 
to  its  own  stockholders,  an  insurance 


company  typically  amortizes  com- 
missions and  expenses  over  five  years. 
Generally,  say  Baldwin's  competitors, 
the  spread  is  so  small  a  company  can't 
begin  booking  income  until  the  sixth 
year  of  the  annuity's  life. 

But  not  Baldwin-United.  It  books  in 
the  first  year  a  portion  of  the  overall 
earnings  it  expects,  on  what  it  claims 
is  an  actuarially  sound  model,  to  earn 
over  the  presumed  ten-year  life  of  the 
annuity.  It  subtracts  one-tenth  of  ex- 
penses and  commissions.  That's 
GAAP.  And  that's  not  the  only  as- 
sumption Baldwin  makes.  Despite 
the  easy-withdrawal  privilege  and 
shifting  market  conditions,  Baldwin 
also  has  assumed  only  a  5%  lapse  rate. 
Despite  fluctuations  in  interest  rates, 
it  assumes,  too,  that  the  spread  will 
always  be  maintained.  It  assumes 
Baldwin  will  be  able  to  come  through 
with  enough  real  income  to  realize 
virtually  all  its  tax-loss  credits.  And  it 
assumes  Baldwin  will  successfully 
compound  the  earnings  it  gleans  from 
this  all  the  way  through,  pretty  much 
on  schedule.  It  can  change  these  as- 
sumptions at  any  time.  Indeed,  it  has 
done  so  more  than  once  since  its  first 
SPDA  was  offered  in  1979.  But  what 
does  that  suggest  about  the  predicta- 
bility of  Baldwin's  future  earnings? 

For  all  Thompson's  troubles  in  the 
short  run,  of  course,  it's  possible  that 
in  the  longer  run,  given  a  smart  im- 
provement in  the  housing  market,  his 
MGIC  subsidiary  could  start  showing 
solid  profit  gains.  In  that  event,  given 
Baldwin-United's  awesome  leverage 
and  tax  offsets,  Baldwin-United  could 
one  day  be  rolling  in  cash. 

But  while  he's  waiting,  further 
trouble  awaits  Thompson  if,  as  some 
observers  expect,  the  American  Insti- 
tute of  Certified  Public  Accountants 
revamps  the  accounting  rules  Bald- 
win has  been  depending  on  to  keep  its 
earnings  well  GAAP-ed.  After  all, 
when  the  present  guide  was  written 
for  life  insurance  companies  20  years 
ago,  no  one  even  dreamed  of  SPDAs. 
Just  lots  of  ordinary  life  insurance 
policies.  More  conservative  account- 
ing would  limit  Thompson's  choices 
in  filing  earnings  reports.  With  exist- 
ing business  already  heavily  booked 
as  profit,  and  new  business  both 
slowed  and  subject  to  less  liberal  prof- 
it-booking rules,  earnings  would 
drop — we  mean  reported  earnings. 
And  so,  presumably,  would  the  price 
of  Baldwin-United  stock.  The  share 
price  should  be  of  some  interest  to 
Thompson;  he  holds  some  $29  mil- 
lion worth. 

Thompson  says  any  negative  talk 
about  Baldwin's  viability  is  just  the 
work  of  the  shorts,  out  to  get  him.  ■ 
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Long  feared  behind  closed  doors,  product 
extortion  is  now  a  public  nightmare.  It's 
growing,  and  unlike  airplane  hijackings, 
there  are  no  safeguards  yet. 

The  poison 
problem 


By  Priscilla  S.  Meyer 
with  Jay  Gissen 


Frank  Alger,  president  of  the  Law- 
son  Co.  in  Cuyahoga  Falls,  Ohio,  says 
that  on  Oct.  13  four  retailers  received 
phone  calls  that  made  his 
blood  run  cold.  There  was 
poison  in  some  Lawson 
milk  headed  to  custom- 
ers, the  voice  said.  A  later 
call  demanded  money.  If 
the  company  wanted  to 
save  its  customers'  lives, 
as  well  as  the  good  name 
and  possible  solvency  of 
Lawson,  it  must  pay. 

Now,  a  suspected  extor- 
tionist is  behind  bars  and 
no  customers  have  been 
poisoned.  In  fact,  after 
Lawson   recalled  all  its 


extortion  out  of  the  closet. 

Product  extortion  schemes  emerged 
in  the  late  1970s  and  at  first  received 
only  local  publicity.  One  of  the  earli- 
est involved  cyanide-adulterated  food. 
A  small  grocery  store  outside  Port- 


milk,  it  discovered  none 
had  been  poisoned.  But  it 
was  a  costly  and  frighten- 
ing experience,  says  Alger. 
"The  eventual  recall  cost 
$100,000,"  he  says,  and 
hurt  business  for  weeks. 

Businesses  have  been 
encountering  this  sort  of 
threat,  the  real  thing  as 
well  as  bluffs,  for  several 
years  now.  Adulterated 
and  poisoned  products 
(apart  from  bomb  threats 
against  plants  and  stores) 
stretch  well  beyond  na- 
tional brands  like  Tylenol,  and  the 
targets  include  more  than  national 
drug  companies.  The  Tylenol  case  may 
or  may  not  turn  out  to  be  an  extortion 
scheme  gone  awry  (suppose  some  sec- 
retary threw  out  the  extortionate  de- 
mand letter,  for  example),  but  the  wide 
publicity  over  Tylenol  poisonings  has 
brought  the  ugly  problem  of  product 
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Australians  Seize  Suspect 
In  Woolworth  Bombings 

SYDNEY.  Austr  1   

•S^nrkcu  "Jtludson  County  Prosecutor  Faces 
Conspiracy  and  Extortion  Charges 

The  !!«j«4<son  County  Prosecutol  was  ,that  i 
■  v  '•v  a  Federal  grand 


2  Held  for  Plot  in  76  Blast 
At  Merrill  Lynch  Building  £ 


•y  COLIN  CAMPBELL 


Growing  Headache 
Tylenol's  Maker  Tries 
To  Regain  Good  Image 
In  Wake  of  Tragedy  I 

ison  &  Johnson  to  Scrap 

v»Z .        '  *f>!?ffort 

t  3  percent  lax  on  hotel  and  muu..  — — 

Man  Accused  of  Extortion 
At  Five  Las  Vegas  Resorts 

LAS  VEGAS.  Nev  .  Feb   16  (AP)  - 
;  J.  Waugh.  2S  years  old.  is  under 
•wi  charges  of  frying  to  extort  410 
-n  five  resorts  here  last  week 
 '  l~  Federal 


GUNMAN  SEIZES  JET 
IN  11-HOUR  ORDEAL 

i  Suspect  Surrenders  After  Holding 
Six  Hostages  in  Los  Angeles 
—83  Passengers  Escape 


LOS  ANGELES.  March  5  (AP)  —  A 
-  who  leixed  a  Jetliner  today  at  the 
■kMr    ' Durational  Airport  air- 
•ully  after  an  11-hour 
s»  demand*"  •»  -tl- 


land,  Oie.  got  word  in  late  1979  that  a 
poisoned  product  would  be  found  on 
its  shelves  marked  with  a  large  "X," 
and  thai  there  were  other  poisoned 
products  on  the  store's  shelves  as 
well.  To  locate  the  poisoned  items  the 
market  owner — who,  of  course, 
closed  down  the  store  and  cleaned  off 
his  shelves — would  have  to  pay  in  dia- 


monds that  were  to  be  attached  to 
carrier  pigeons,  waiting  at  a  soon-to- 
be-disclosed  location. 

Local  publicity  brought  to  investi- 
gators the  dealer  who  had  sold  the 
pigeons,  the  extortionist  was  identi- 
fied and  eventually,  after  he  tried  to 
pull  a  similar  scheme  by  poisoning  a 
jar  of  Campbell  Soup  Co.'s  Vlasic 
pickles  at  a  Safeway  store  in  La  Jolla, 
Calif.,  he  was  arrested. 

But  product  extortion  threats  be- 
came a  larger  and  larger  problem.  A 
separate  attempt  was  made  using  Vla- 
sic pickles  in  Atlanta  in  1980,  this 
time  for  cash.  In  late  1979  the  FBI  was 
already  working  on  five  separate 
schemes,  which  they  suspected  in- 
volved two  separate  groups  of  extor- 
tionists. Investigators  feared  they 
were  hearing  about  fewer  than  half 
the  schemes  that  were  actually  under 
way.  "This  sort  of  thing  petrifies  com- 
panies," an  investigator  confided. 

Typically,  an  adulterated  package  of 
the  product  was  sent  to  the  manufac- 
turer along  with  a  note  demanding 
money  in  exchange  for  dis- 
closure of  where  other  poi- 
soned or  drugged  products 
had  been  put  on  retail 
shelves.  Alternatively,  re- 
tail stores  were  told  of  the 
location  of  one  adulterated 
item — like  the  Vlasic  pick- 
les— and  warned  they 
wouldn't  be  told  the  loca- 
tion of  other  similarly  poi- 
soned products  if  they 
didn't  pay  up. 

More  than  once  in  the 
late  1970s  the  national 
press  investigated,  and  de- 
termined not  to  publish, 
stories  on  the  growing  ex- 
tortion menace  on 
grounds  that  it  might 
cause  an  explosion  of  poi- 
sonings. Then  the  Tylenol 
disaster  in  October  let  the 
cat  out  of  the  bag.  The 
wide  publicity  produced 
waves  of  copycat  poison- 
ings, adulterated  drugs, 
food  products,  acid  in  eye- 
drops and  other  horrifying 
crimes.  "Tylenol  was  the 
first  time  this  agency  has 
had  to  deal  with  anything 
of  this  kind,"  says  James  Greene,  a 
spokesman  for  the  FDA.  "Then  came 
Excedrin  and  then  a  flurry  of  deliber- 
ate tampering  of  various  food  prod- 
ucts over  a  couple  of  weeks  now." 

"At  any  given  time  we're  dealing 
with  a  number  of  these  things,"  says  a 
spokesman  for  the  FBI,  conceding 
"it's  terrifying."  Unfortunately,  it's 
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not  simply  copycat  psychos  out  there. 

"There  are  15  ongoing  extortion 
cases  I  know  about  today,"  says  Paul 
Chamberlain  of  the  Paul  Chamber- 
lain Agency,  a  private  Los  Angeles- 
based  company  staffed  by  ex-FBI 
agents  that  specializes  in  helping 
companies  deal  with  extortion  and 
kidnapping  problems. 

One  investigator  suspects  the  idea 
of  product  extortion  may  actually 
have  come  from  a  mystery  novel,  Mur- 
der to  Go  by  Emma  Lathen,  which 
outlined  a  scheme  to  destroy  a  fried- 
chicken  franchise  business  through 
poisonous  zinc  salts.  Simon  &.  Schus- 
ter, the  publisher,  says  there  were  two 
printings  in  1969  with  some  10,000 
copies  sold  in  hardback. 

Paperback  editions,  with  some 
190,800  copies,  came  out  between 
1971  and  1977.  By  that  time  more 
sophisticated  versions  of  a  product  ex- 
tortion scheme  were  circulating  in  the 


prison  underground,  spelling  out  the 
ABCs  of  product  extortion. 

Before  the  late  1960s,  extortion  was 
primarily  a  personal  problem — kid- 
napping of  the  wealthy  tied  to  ransom 
notes.  Then  came  a  wave  of  political- 
ly motivated  airplane  hijackings,  trig- 
gering, in  1971,  similar  hijackings  for 
cash  extorted  from  the  airlines. 

That  was  in  November  1971  when 
D.B.  Cooper,  reportedly  armed  with  a 
bomb,  hijacked  a  Northwest  Boeing 
727  on  a  Washington,  D.C. -Seattle 
flight,  collected  $200,000  ransom  in 
Seattle,  plus  four  parachutes,  and  or- 
dered the  pilot  to  fly  to  Mexico.  Coo- 
per bailed  out  along  the  way,  and  was 
never  captured.  That  set  off  a  chain  of 
similar  hijackings  against  other  air- 
lines, which  became  so  pervasive 
that,  by  January  1972,  federal  officials 
were  attributing  four  out  of  five  of  the 
ongoing  hijackings  to  extortion  rather 
than  politics.  That  sort  of  extortion  is 


currently  almost  at  a  standstill,  inves- 
tigators say,  thwarted  by  extensive 
precautions  by  airlines. 

Even  so,  the  extortion  wave  has 
spread,  first  involving  bomb  threats 
against  airlines  in  the  terminals,  and 
eventually  similar  threats  to  corpo- 
rate facilities,  department  stores,  sky- 
scrapers and  plant  facilities.  And 
these  extortion  schemes  continue; 
witness  the  recent  bombing  of  Gulf 
Oil  facilities  near  Houston. 

Indeed,  FBI  bank  crime  statistics 
through  fune  1978  don't  even  include 
bomb  devices.  Suddenly,  in  the  next 
six  months  there  were  63  incidents  at 
banks  involving  bomb  devices,  many 
apparently  used  for  extortion.  In  the 
first  six  months  of  1982,  bomb  de- 
vices were  used  162  times. 

Some  in  the  FBI  privately  fear  that 
product  extortion,  when  properly  ex- 
ecuted, may  be  unstoppable.  The  im- 
plications are  chilling.  "It  may  ulti- 


When  the  extortionist  calls  . . . 


As  bad  as  product  and  bombing  extortion  threats  may 
■seem,  things  can  be  made  worse  by  improper  han- 
dling, investigators  say. 

In  one  instance  cited  by  an  ex-FBI  agent,  a  company 
chief  executive  kept  going  to  his  board  of  directors  for 
advice,  slowing  down  efforts  of  investigators.  The  deci- 
sions they  made  were  "absolutely  unreal,"  he  says — 
refusing  to  let  the  FBI  secretly  monitor  the  drop,  for 
example — "because  the  board  had  no  background  at  all 
to  make  these  decisions." 

As  a  result,  the  ransom  money  was  lost.  An  even 
greater  threat — avoidable  death  of  customers  or  em- 
ployees— is  possible  through  improper  handling,  say 
the  investigators. 
Here  are  a  few  pointers: 

•  Use  tamper-resistant  packaging.  Campbell  says  it's 
coming  out  with  such  packaging  for  its  Vlasic  pickles, 
and  Tylenol  is  available  now  in  tamper-resistant  pack- 
aging. The  experts  say  that  if  an  extortionist  is  deter- 
mined, nothing  will  stop  him,  but  making  it  difficult 
may  at  least  improve  the  odds  he  will  move  to  some 
easier  product. 

•  Protect  your  company  with  insurance,  which  is 
now  available  to  pay  ransoms,  cost  of  extortion  recalls 
or,  in  some  cases,  even  the  cost  of  reestablishing  a  brand 
that  has  been  crushed  in  an  extortion  scheme.  Such 
insurance  is  available  through  most  major  corporate 
insurance  policies. 

In  the  early  1970s  such  extortion  insurance  was  il- 
legal in  some  states  on  the  grounds  that  it  seemed 
improper  to  insure  payments  to  criminals.  But  another 
form  of  extortion  had  sprung  from  political  protests — 
bank  and  corporate  executive  kidnappings.  As  kidnap- 
pings mounted,  companies  began  going  offshore  to  buy 
the  coverage  en  masse  and  at  great  cost.  Domestic 
insurance  regulators  relented. 

First,  American  International  Group,  rapidly  fol- 
lowed by  Chubb  Corp.  and  the  Professional  Indemnity 
Agency,  began  offering  the  coverages  at  lower  cost  and 
in  association  with  special  services  to  help  companies 


deal  with  kidnappings  and  extortion. 

•  Consider  a  crisis  management  team.  Advisers  for 
setting  up  an  internal  team  to  deal  with  potential 
extortion  are  available  through  most  insurance  compa- 
nies. In  large  companies  the  security  manager  generally 
is  in  charge  of  this  team,  which  learns  in  advance  how 
to  deal  with  extortion  threats  properly. 

•  Instruct  your  staff  on  how  to  handle  threats.  Execu- 
tives, clerks  and  secretaries  who  might  be  first  to  re- 
ceive a  threat  by  phone  or  mail  should  be  warned 
always  to  take  it  seriously.  In  the  case  of  an  extortion 
letter,  it  should  be  handled  as  little  as  possible  and 
placed  between  the  pages  of  a  magazine  until  it  can  be 
removed  to  a  plastic  envelope  to  preserve  fingerprints. 
And  the  envelope  most  certainly  should  be  saved. 

•  Don't  call  the  local  police.  Investigators  say  local 
police  rarely  have  had  experience  in  dealing  with  corpo- 
rate extortion  schemes  or  corporate  kidnappings.  Most 
police  headquarters  are  closely  monitored  by  the  press. 
Calling  the  cops  is  tantamount  to  calling  the  local 
newspaper  or  television  station. 

•  Call  the  FBI.  Most  extortion  notes  warn  against  this 
but,  in  fact,  it  violates  the  U.S.  code  not  to  report  a 
felony.  What's  more,  the  FBI  will  know  what  to  do. 
"Our  priorities  are,  first,  to  protect  life,  second,  to 
protect  property  and,  third,  identify  and  apprehend  per- 
sons responsible,"  says  Lane  Bonner  of  the  FBI.  In  short, 
the  FBI  understands  the  seriousness  of  the  threat  to 
your  brand  and  corporation  as  well  as  to  your  custom- 
ers, and  agents  are  trained  to  act  accordingly.  The  faster 
the  FBI  is  called,  the  more  likely  the  crime  is  to  be 
thwarted,  Bonner  adds. 

•  Have  someone  empowered  to  make  decisions. 
Someone  should  be  predesignated  to  make  decisions  as 
to  whether  the  threat  is  real,  whether  the  ransom 
should  be  paid  and  how  to  deal  with  the  extortionist. 
Confusion  occurs  when,  for  example,  the  board  of  direc- 
tors must  be  consulted  or  a  team  of  managers  must 
make  quick  decisions  through  a  flurry  of  bureaucratic 
memos. — P.S.M. 
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mately  become  like  the  bomb  scares,  pany  writing  coverage  against  such  hard  to  devise.  Business  and  the  pub- 

You  can  only  empty  a  building  so  risks.  Today  some  large  buildings  get  lie  must  contend  with  yet  another 

many  times  a  day — and  after  a  while  as  many  as  five  bomb  threats  a  day,  paradox  of  the  20th  century — marvels 

you  just  live  with  the  threats.  And  mostly  hoaxes.  Mostly,  but  not  all.  of  human  ingenuity  developed  to  en- 

sometimes  a  bomb  does  go  off,"  says       Safeguards  as  effective  as  those  hance  life  sometimes  matched  by  in- 

the  president  of  an  insurance  com-  against  airplane  hijackings  will  be  genious  efforts  to  strike  against  it.  ■ 


A  new  law  passed  in  mid-November  may 
make  Ohio  just  the  place  to  be  if  your 
company  wants  to  avoid  hostile  takeovers. 

Rest  for  the  wary? 


By  Richard  Greene 

J^t  5:42  p.m.  on  the  evening  of 
JL^Nov.  19,  James  A.  Rhodes,  gov- 
A  Aernor  of  Ohio,  signed  a  new  bill 
into  law,  which,  if  it  withstands  con- 
stitutional challenges,  will  make  men 
like  Harry  Gray  and  Charles  Bluhdorn 
see  red. 

Put  simply,  the  law  is  designed  to 
protect  shareholders  from  being  stam- 
peded into  accepting  a  tender  offer  for 
their  stock. 


The  new  statute,  which  is  an 
amendment  to  Ohio  corporate  law, 
requires  that  the  shareholders  of  a  tar- 
get company  in  Ohio  be  given  the 
opportunity  to  vote  on  a  tender  offer 
before  they  sell  their  shares.  If  the 
majority  of  shareholders  votes  against 
the  offer,  then  Ohio  will  not  permit 
the  merger  to  go  through.  The  intent 
is  to  give  shareholders  the  ability  to 
decide  whether  they  really  want  to 
sell  their  company  to  an  acquirer 
without  the  pressures  that  ordinarily 


go  along  with  such  a  tender  offer. 

"I  think  everybody  recognizes  that 
tender  offers  have  a  coercive  ele- 
ment," says  James  Tobin  of  the  noted 
law  firm  Squire,  Sanders  &  Dempsey 
and  chairman  of  the  Ohio  State  Bar 
Association  tender  offer  subcommit- 
tee, which  developed  the  amendment. 
"They  require  shareholders  to  make  a 
decision  with  their  feet  instead  of 
their  heads.  Instead  of  making  an  in- 
vestment decision,  the  shareholder 
asks  himself,  'Is  the  offer  going  to  go?' 
and  'If  it  does  go,  what  if  I  don't 
tender?'  The  investment  decision 
should  be  the  only  decision." 

The  new  Ohio  law  is  the  first  to 
take  this  tack.  But  this  is  not  the  first 
time  states,  including  Ohio,  have  at- 
tempted to  slow  down  tender  offers  in 
order  to  give  shareholders  time  to 
think.  On  every  other  occasion,  how- 
ever, the  proposals  have  been  struck 
down  as  unconstitutional  because 
they  intruded  on  the  responsibilities 
of  the  SEC.  But  states  can  legislate 
corporate  law.  And  Tobin  claims  that 
this  law  will  stand  because  it  "does 
not  inject  itself  into  whether  or  not  a 
control  offer  is  good  or  bad  in  terms  of 
disclosure  and  fairness.  That's  the 
SEC's  focus,"  he  says.  "It  simply  cre- 
ates a  process  by  which  shareholders 
react  to  an  offer,  and  lets  them  exer- 
cise their  collective  judgment."  If  the 
law  does  stand,  there's  little  doubt 
other  states  will  follow  suit. 

Of  course,  that  still  leaves  open  the 
question  of  whether  the  new  law  is  a 
restraint  on  commerce  (by  preventing 
companies  from  acquiring  stock  in 
other  companies),  which  would  also 
be  unconstitutional.  The  first  at- 
tempted takeover  of  an  Ohio  com- 
pany will  doubtless  serve  as  a  test  of 
the  new  law. 

Tobin  denies  that  Ohio  passed  this 
bill  as  a  lure  to  businesses  running 
away  from  corporate  sharks.  "One  of 
the  requirements  of  this  bill  was  that 
the  corporation  have  a  principal  place 
of  business  or  substantial  assets  in 
Ohio,"  he  says.  "We  did  not  want  to 
draft  a  law  that  would  hold  ourselves 
out  as  issuing  an  invitation  to  protect 
the  world." 

Maybe  not,  but  with  states  desper- 
ate to  keep  businesses  from  moving, 
this  new  law  sure  makes  Ohio  look 
like  a  comfortable  home  for  the 
wary — at  least  for  now.  ■ 
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Billy  Moms  surprised  a  lot  of  people  when 
he  bought  the  Jacksonville  papers,  but  all 
he  proved  is  that  a  little  understanding  of 
cash  flow  can  go  a  long  way. 


In  S.I.'s 
footsteps 


Billy  Morris  of  Morris  Communications 
Not  just  moseying  down  to  the  general  store. 


By  Thomas  Jaffe 


Something  happened  in  Jack- 
sonville last  month  that  set  the 
newspaper  world  on  its  ear. 
Tiny  $100  million  (estimated  sales) 
Morris  Communications  Corp.,  a  pri- 
vately held  firm  headquartered  in  Au- 
gusta, Ga.,  outbid  such  giants  as  Cox 
Enterprises,  Capital  Cities  and  Gan- 
nett to  buy  $57  million  (sales)  Florida 
Publishing  from  railroad  holding 
company  CSX  for  an  estimated  $200 
million,  or  30  times  earnings.  That's 
the  most  money  ever  paid  for  newspa- 
pers. With  a  203,000  combined  circu- 
lation for  the  two  main  properties 
bought — the  Florida  Times-Union  and 


Jacksonville  Journal — that  works  out 
to  around  $1,000  per  reader. 

A  deal  like  this  proves  a  private 
company  with  guts  can  triumph  over 
larger  public  corporations  because  it 
doesn't  have  to  answer  to  sharehold- 
ers and  so  can  better  leverage  cash 
flow  to  shelter  future  earnings.  Be- 
cause it  doesn't  have  to  worry  about 
the  effect  on  current  earnings,  a  com- 
pany like  Morris  can  take  full  advan- 
tage of  stepped-up  depreciation  and 
the  borrowing  power  of  its  cash  flow. 

The  late  S.I.  Ncwhouse  stayed  pri- 
vate and  built  his  family's  $1.4  billion 
newspaper  empire.  So  if  there's  any 
lesson  to  be  learned  from  William  S. 
(Billy)  Morris  III,  it's  that  there  are 


empires  still  left  to  build. 

Who  is  Billy  Morris?  At  48,  he's  the 
eldest  son  of  a  bookkeeper  who  rose 
from  being  business  manager  of  the 
Augusta  Chronicle  in  1931  to  sole 
owner  by  1955.  That  same  year  he 
bought  the  town's  afternoon  paper  as 
well,  and  its  CBS  television  affiliate 
followed  in  1956.  Four  years  later  the 
station  was  sold  to  fund  the  purchase 
of  Savannah's  two  dailies.  By  then, 
Billy,  a  journalism  graduate  of  the 
University  of  Georgia,  had  taken  over 
the  family  business,  his  father  having 
suffered  a  stroke. 

Billy  finally  became  CEO  in  1966  (a 
year  before  his  father  died),  and  there 
has  been  nothing  but  expansion  ever 
since.  Besides  the  Augusta  and  Savan- 
nah properties,  Morris  Communica- 
tions now  owns  dailies  in  Juneau, 
Alaska;  Lubbock  and  Amarillo,  Tex.; 
two  in  Athens,  Ga.;  plus  three  week- 
lies; a  free-distribution  shopper  in 
Tampa,-  four  printing  companies  and 
the  Quarter  Horse '  News.  Along  the  way 
Morris  also  managed  to  buy  out  his 
brother,  mother  and  sister,  who  dis- 
agreed on  how  he  was  running  things. 
Today  brother  Charles  separately  op- 
erates his  own  $50  million  (sales) 
Morris  Newspaper  Corp.,  a  chain  of 
23  dailies  and  weeklies  from  Mt. 
Kisco,  N.Y.  to  Statesboro,  Ga. 

Morris  pooh-poohs  his  own  suc- 
cess. "I'm  just  a  poor  old  southern  boy 
trying  to  make  a  living,"  says  he.  Aw 
shucks,  Billy.  The  Jacksonville  acqui- 
sition is  hardly  moseying  down  to  the 
general  store. 

Here's  what  happened.  Last  sum- 
mer $5.4  billion  (sales)  CSX  hired  Leh- 
man Brothers  Kuhn  Loeb  to  auction 
off  Florida  Publishing.  Besides  Jack- 
sonville, this  includes  the  St.  Augus- 
tine daily  and  a  small  weekly.  It  was 
streamlining  operations  and  no  longer 
saw  the  need  to  hold  on  to  the  papers. 
Stephen  Schwarzman,  the  Lehman 
partner  who  managed  the  transaction, 
shrewdly  let  the  market  set  the  price. 
After  all,  earlier  in  the  year  Gannett 
coughed  up  an  estimated  $110  mil- 
lion for  two  Jackson,  Miss,  papers  and 
another  in  nearby  Hattiesburg. 

To  the  industry's  surprise,  and  to 
Morris',  he  won.  "We  didn't  have  any 
idea  we  could  outbid  those  guys,"  he 
says.  "My  money  was  on  Gannett. 
But  they  whipped  us  in  Jackson,  and  I 
ended  up  with  this  one;  so  I  guess 
that's  fair  play." 

The  winning  bid  was  a  blockbuster. 
In  the  end  the  issue  was  decided  be- 
cause a  public  company  like  Gannett 
typically  wants  new  properties  to  be- 
come net  contributors  to  income  after 
three  or  four  years,  allowing  for  inter- 
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est  and  goodwill  writeoffs.  At  30 
times  earnings  there  was  no  way  that 
Florida  Publishing  could  do  that.  How 
then  can  much  smaller  Morris  Com- 
munications come  out  above  water? 

"It  doesn't  make  a  bit  of  difference 
to  me  whether  or  not  I  wipe  out  my 
earnings  on  the  bottom  line,"  says 
Morris.  "This  is  a  cash  flow  exercise. 
My  earnings  will  come  back  when  my 
interest  drops  and  the  principal  is  paid 
off.  And  they  will  come  back  very 
nicely,  indeed." 

Details  of  the  deal  are  sketchy.  But 
it  is  possible  to  make  a  rough  estimate 
of  how  it  will  work.  Chances  are  Mor- 
ris borrowed  almost  all  of  the  acquisi- 
tion price  from  a  group  of  banks  led  by 
Chase  Manhattan.  Assume  a  rate 
somewhere  near  prime,  recently  at 
lll/2%.  That  would  put  interest 
charges,  at  least  initially,  at  around 
$20  million.  Jacksonville's  current 
cash  flow  isn't  enough  to  cover  that. 


Last  year,  for  instance,  pretax  operat- 
ing income  was  some  $13  million. 
Even  when  you  add  back  depreciation 
of  $4  million  or  so,  that's  still  just 
$17  million. 

But  Morris  can  swing  it.  Here's 
how.  First,  combine  the  pretax  operat- 
ing income  of  Jacksonville  and  his  old 
company — together,  some  $38  mil- 
lion. Next,  subtract  depreciation.  Or- 
dinarily, that  would  be  about  $12  mil- 
lion. However,  he  now  can  write  up 
the  Florida  assets  to  current  market 
value.  He  also  can  turn  some  good- 
will— like  editorial  staff,  subscription 
list  and  library — into  hard  assets.  All 
this  could  provide  an  extra  $4  million 
in  depreciation. 

So  what  would  be  left  after  depreci- 
ation is  $22  million  or  so.  That's  just 
enough  to  service  his  debt  and  still 
show  a  small  profit,  on  which  taxes 
must  be  paid.  Then,  by  adding  back 
the  $16  million  in  depreciation — it's 


cash,  after  all — Morris  still  would 
have  $17  million  in  cash  flow  to  run 
the  company  and  pay  down  the  princi- 
pal of  his  loan.  Some  observers  also 
expect  him  to  cut  expenses,  which 
could  raise  Jacksonville's  operating 
margins  from  20%  to  30% . 

As  long  as  no  unexpected  capital 
expenditures  come  up,  Morris  should 
have  little  difficulty  paying  off  the 
banks  in  several  years.  Of  course,  this 
will  drastically  shrink  income.  But 
that's  a  small  price  to  pay  for  becom- 
ing 60%  larger  and  getting  into  a 
growth  market  like  Jacksonville, 
which  is  up  2%  to  3%  a  year. 

Says  Billy  Morris:  "It's  just  like  a 
real  estate  deal,  isn't  it?" 

After  a  few  years,  Morris  undoubt- 
edly will  try  to  repeat  this  shrewd 
leveraging  of  cash  flow.  While  Billy 
Morris  may  not  end  up  another  S.I. 
Newhouse,  he  certainly  has  shown  he 
belongs  in  the  major  leagues.  ■ 


Chopping  defense  wont  balance  the  bud- 
get and  making  lists  of  costly  weapons  to 
cancel  wont  do  it  either. 

Hard  truths 
about  swords 
and  plowshares 


By  Jerry  Flint 


Iet's  get  one  thing  clear: 
_  Cutting  defense  spending 
I  won't  balance  the  budget 
this  year,  or  next  year  or  the  year 
after.  This  fiscal  year  President 
Reagan  wants  to  spend  about  $216 
billion  on  defense;  Congress  will 
nibble  and  snip  that  down  to  $210 
billion.  The  deficit  on  an  overall  gov- 
ernment budget  of  $770  billion  is  pro- 
jected at  $150  billion,  more  or  less. 

For  the  fiscal  year  starting  next  Oct. 
1,  the  President  and  his  generals  and 
admirals  want  to  spend  about  $250 
billion.  The  Congress  may  knock  5% 
from  that,  about  $12  billion.  The  defi- 
cit that  year,  other  things  unchanged, 
is  in  the  $200  billion  area. 

Some  of  that  nibbling  and  snipping 
is  simply  a  recalculation:  Fuel  isn't 
going  up  in  price  as  fast  as  expected, 


Rockivelis  born-again  B-l 
Include  the  children's  dentist. 

and  the  strong  dollar  holds  down  the 
cost  of  stationing  troops  abroad. 

Sophisticated  congressmen  ac- 
knowledge this.  Howard  Baker,  the 
Tennessee  Republican  and  Senate  Ma- 
jority Leader,  says  frankly:  "I  do  not 
foresee  in  this  coming  year  a  signifi- 
cant reduction  in  defense  spending. 
Some,  but  not  the  major  downward 
reduction  that  some  would  want." 


Other  congressmen  are  less  candid. 
Representative  Joseph  Addabbo 
(D-N.Y.)  is  pleading  to  save  the  tax- 
payers' money  by  canceling  the  MX 
missile,  the  B-l  bomber  and  nuclear 
aircraft  carriers,  but  his  subcommit- 
tee managed  to  put  $400  million  into 
the  military  spending  bill  for  planes, 
made  in  New  York,  of  course,  that  the 
Air  Force  doesn't  want. 

Let's  also  be  clear  that  the  popular 
game  of  listing  costly  weapons  is  a 
meaningless  exercise  when  it  comes 
to  curbing  defense  spending.  Cutting 
the  MX,  the  B-l,  the  M-l  tank,  the 
nuclear  carriers  and  other  weapons, 
too,  would  probably  save  $5  billion  or 
so  this  year — again  a  $150  billion  defi- 
cit. Why?  Most  of  these  weapons  are 
just  nudging  into  production,  so  the 
big  invoices  won't  be  coming  in  for 
years,  and  the  accounting  system 
balloons  the  numbers. 

Listen  to  Edward  Luttwak,  a  de- 
fense consultant  at  the  George- 
town Center  for  Strategic  &  Inter- 
national Studies: 

"One  of  the  great  mysteries  of 
our  political  life  is  that  people  still 
think  the  way  you  achieve  cuts  in 
military  spending  is  by  canceling  ma- 
jor weapon  systems.  This  belief  is  sus- 
tained by  the  device  of  taking  a  weap- 
ons system  such  as  the  B-l  and  calling 
it  a  $35  billion  weapon  system.  The 
way  this  $35  billion  is'  constructed  is: 
the  cost  of  the  aircraft,  plus  the  cost  of 
operating  the  aircraft,  plus  the  cost  of 
operating  the  whole  supporting  struc- 
ture down  to  the  dentistry  for  the 
children  of  the  ex-wife  of  some  main- 
tenance man  for  some  truck  which  is 
loosely  connected  to  the  basing  on 
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which  the  B-l  may  land." 

No  company  is  getting  $35  billion 
for  the  B-l  this  year  or  next.  "It's  an 
accounting  abstraction  which  per- 
tains to  possible  expenditures  over  a 
period  of  10  or  even  20  years,"  says 
Luttwak. 

To  be  sure,  killing  such  big-ticket 
items  could  hold  down  spending  over 
the  longer  run  because  eventually  the 
invoices  will  be  coming  in;  if  the  Ad- 
ministration wants  to  actually  spend 
$216  billion  on  the  military  this  year, 
by  1987  the  figure  is  supposed  to 
climb  to  $356  billion.  But  the  plain 
truth  is,  most  of  the  weapon  systems 
you  hear  so  much  prattling  about 
won't  be  killed.  Each  has  its  backers: 

The  B-l  bomber  built  by  Rockwell 
International.  Parts  contracts  are  scat- 
tered around  the  country,  which 
builds  support,  as  does  the  knowledge 
that  B-52s  are  often  older  than  their 
pilots.  The  B-l  won't  be  killed. 

The  M-l  tank  built  by  General  Dy- 


namics. The  $20  billion  program  will 
continue  because  without  this  tank 
American  forces  in  Europe  will  be 
outgunned  and  outarmored  by  the 
new  Russian  tanks. 

The  FT  8  fighter-bomber  for  the 
Navy  made  by  McDonnell  Douglas,  a 
$40  billion  program.  The  great  sav- 
ings originally  promised  have  evapo- 
rated as  the  price  of  this  plane 
climbed.  But  if  it  were  killed,  the  re- 
placements— Grumman  FT  4s  and 
A-6s  and  McDonnell  Jump  Jets — cost 
even  more. 

The  MX  missile  may  be  killed  by 
the  Congress,  not  to  save  money  but 
because  the  military  has  never  come 
up  with  a  commonsense  defense  for 
the  missile  silos  nor  explained  the 
purpose  of  the  MX,  which  is:  Should 
the  Soviets  invade  Western  Europe 
and  break  through  our  lines,  MX  mis- 
siles would  be  launched  at  the  Soviet 
rocket  silos  (first  strike,  if  you  will, 
although    the    Pentagon  resolutely 


avoids  the  term)  before  they  fire.  Once 
we  destroy  the  Russian  nuclear 
threat,  they  dare  not  continue  the  in- 
vasion of  Europe,  goes  the  reasoning. 
Should  the  MX  be  killed,  it  is  likely 
that  work  will  begin  on  the  develop- 
ment of  both  a  new  smaller  intercon- 
tinental missile  and  an  antimissile 
defense  system. 

Should  the  Congress  kill  one  of  two 
proposed  nuclear-powered  aircraft 
carriers — or  even  both — it  would  like- 
ly approve  the  building  of  nonnuclcar 
carriers  and  all  the  escorts  they  need 
and  planes  to  fill  their  decks. 

Can't  cheap  smart  missiles  take  the 
place  of  this  costly  hardware,  a  mis- 
sile so  smart  that  one  is  guaranteed  to 
hit  its  target?  Alas,  smart  missiles 
may  cost  up  to  $1  million  apiece.  Bil- 
lions of  dollars  have  been  spent,  and 
there  isn't  a  single  good  air-to-ground 
missile  in  service  yet. 

Alas  again,  when  Congress  cuts  de- 
fense spending  it  is  likely  to  be  tempt- 


Roland's  sad  song 


The  story  of  the  Roland 
antiaircraft  missile 
launcher  is  a  classic  of 
how  a  weapon  can  start  as 
a  money-saver,  get  lost  in 
development,  interservice 
rivalry  and  the  inevitable 
technical  misfinngs,  and 
yet  live  on  as  a  money- 
eating  monster. 

The  Roland  began  its 
U.S.  tour  as  a  potential 
supplement  for  dated 
Nike,  Hawk  and  Chaparral  mis- 
siles defending  forward  air  bases  in 
Europe.  It  was  the  Army's  respon- 
sibility to  defend  the  Air  Force's  fields,  which  meant 
less  than  highest  priority  from  the  outset.  Still,  the 
Army's  decision  in  1975  was  reasonable.  To  save  time 
and  money,  it  would  buy  a  German-French  missile 
called  the  Roland,  after  Charlemagne's  knight  in  La 
Chanson  tie  Roland 

Roland  was  produced  by  the  Euromissile  consortium 
of  SNI  Aerospatiale  of  France  and  Messerschmitt-Boel- 
kow-Blohm  of  West  Germany.  (It  recently  proved  its 
worth  in  the  Falklands.)  But  it  is  very  unusual  for  major 
contracts,  with  all  the  profits  and  jobs,  to  go  to  foreign- 
ers. The  Army  hired  Boeing  and  Hughes  Aircraft  to 
build  a  U.S.  version  of  the  Roland.  For  $1.3  billion  (later 
upped  to  $3.3  billion)  the  Army  was  to  get  180  Roland 
launchers  and  6,186  missiles,  and  this  would  save  $500 
million  to  $1  billion  plus  two  years'  deployment  time. 

But  costs  do  mount.  The  translations  from  French 
and  German  of  the  manuals  and  specifications  cost 
more  than  $300  million — (Ui  socket  wrench  de  ma  tante 
est  chere,  n'est-ce  pas?).  Boeing  and  Hughes  did  a  little 
redesigning,  too.  By  1979  the  project  had  become  too 


A  tank-mounted  Roland  missile  in  action 
No  Pearl  Harbor  in  Albuquerque. 


expensive  to  continue, 
but  a  political  problem  to 
stop,  since  allies  were  in- 
volved. The  decision:  Car- 
ry on,  but  get  only  27  mis- 
sile launchers  and  595 
missiles  for  the  $1.3  bil- 
lion. That  wouldn't  help 
the  19  air  bases  in  West 
Germany  and  the  Nether- 
lands, so  the  Rolands  were 
passed  on  to  the  New 
Mexico  National  Guard. 
It  defends  Albuquerque  against, 
well,  against  what?  The  Mexican 

  air  force? 

But  the  story  doesn't  end  there. 
After  the  first  disaster,  the  Army,  the  Europeans  and 
some  in  Congress  suggested  buying  the  Roland  off  the 
shelf  from  the  Europeans.  The  German  bargainers  sug- 
gest that,  if  we  bought  the  missiles,  they  would  throw 
in  the  troops  to  man  the  weapons.  This  would  save 
another  $500  million  in  U.S.  manpower  costs. 

This  idea,  however,  brought  the  Roland  into  competi- 
tion with  Britain's  Rapier  missile,  which  defends  U.S. 
bases  in  the  U.K.  A  $50  million  congressional  study  is 
in  the  works  to  sort  out  the  competition. 

Of  course,  if  the  U.S.  buys  the  Roland,  the  Europeans 
might  look  with  favor  on  buying  the  American  Patriot 
long-range  missile,  made  by  Raytheon.  That,  undoubt- 
edly, would  provide  more  "savings." 

Meanwhile,  eight  years  have  passed.  Some  $1.3 
billion  has  been  spent,  the  continental  air  bases  are 
defended  by  old  missiles  and  even  the  Roland  isn't 
getting  any  younger.  Then  again,  the  New  Mexico 
National  Guard  has  the  defense  of  Albuquerque  well 
in  hand. — Allan  Dodds  Frank 
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fou've  always  had  sound  business  reasons 
>r  investing  in  a  new  King  Air. 

longress  just  created  an  incentive  for 
loingitinl9S2. 


l/n  January  1st,  1983,  a  new  tax  law 
l  ill  go  into  effect. 
I  A  law  that  seeks  to  raise  $50.5 
It  llion  more  in  taxes  from  business 
i  1986. 

I  A  law  that  trims  back  the  capital 
it  vestment  incentives  offered  under 
l|ie  Economic  Recovery  Act  of  1981. 
I  A  law  that  serves  to  make  the 
jrchase  of  a  new  King  Air  all  the 
jiore  attractive  for  your  company 
t  this  year. 




i  imediate  tax  advantages. 

/  putting  a  new  King  Air  to  work  for 
>ur  company  before  year-end,  you 
n  still  lock  in  the  favorable  tax  and 
ish  flow  advantages  provided  under 
e  1981  tax  laws: 

i  A  full  first  year's  15%  depreciation, 
no-strings  10%  Investment  Tax 
jredit.  And  liberalized  tax  recapture 


provisions  for  investments  held  less 
than  five  years. 

All  of  which  can  substantially 
enhance  your  company's  after-tax 
profit  picture  — in  many  cases  yield- 
ing enough  positive  cash  flow  (over 
$250,000  in  one  recent  example)  to 
more  than  offset  the  airplane's  initial 
acquisition  outlay. 


The  long-term  benefits. 

Of  course,  any  business  aircraft  you 
buy  between  now  and  December 
31st  will  qualify  for  this  year's  tax 
advantages . 

But,  over  the  years  to  come,  only  a 
Beechcraft  King  Air  can  provide  you 


with  the  versatility,  performance,  and 
investment  security  of  the  world's 
most  successful  corporate  jetprop. 

Ask  any  Beechcraft  owner.  The 
bottom  line  speaks  for  itself:  You've 
never  had  more  sound  business  rea- 
sons to  justify  owning  a  new  King  Air. 
Or  fewer  reasons  to  wait. 


Call  or  write  for  complete  information. 

To  find  out  more  about  how  a  new 
King  Air  fits  into  your  financial  strat- 
egy for  this  year,  simply  call  toll-free 
1-800-835-7767  ext.  413,  or  write 
George  Rodgers'  office  at  the  address 
below.  He'll  be  sure  you  get  all  the 
tax  and  financial  data  you  need — as 
well  as  complete  details  on  our  new- 
est free-form  financing  and  leasing 
options,  our  extended  warranty  pro- 
gram, and  our  Gold  Card  buyer  pro- 
tection plan.  If  it's  appropriate,  he'll 
even  arrange  for  you  to  use  a  new 
King  Air  on  your  next  business  trip. 
So  you  can  see  for  yourself  why  more 
companies  invest  in  King  Airs  than 
all  other  jetprops  combined. 


Please  send  me  your  latest  King  Air 
Facts  Kit,  complete  with  full-line  bro- 
chures, performance  data,  and  a  Capi- 
tal Recovery  Guide  for  determining  trie 
actual  net  cost  of  King  Air  ownership 
for  my  company  this  year. 


Name 
Title  _ 


Company 
Address  _ 


City  _ 
State 


Zip 


Telephone 


Mr.  George  Rodgers 
Vice  President — 

Domestic  Commercial  Marketing 
Beech  Aircraft  Cotporation 
Dept.  KB,  Wichita,  Kansas  67201 
1-800-835-7767  ext.  413 


.J 


beechcraft  King  Air.  Patiently  built  for  impatient  management.  ^f|P^ 


A  Raytheon  Company 


Member  General  Aviation  Manufacturers  Association 


cd  to  do  it  as  it  has  in  the  past:  cut  the 
purchasing  of  unglamorous  jet  fuel 
and  ammunition  and  reduce  training, 
or  allow  military  pay  to  lag  again. 
Roughly  half  the  defense  budget  goes 
to  pay  and  pensions  and  family  costs 
of  the  armed  forces  and  the  salaries  of 
some  957,000  civilian  employees  of 
the  Pentagon.  More  likely,  the  Con- 
gress could  order  fewer  B-ls  or  M-l 
tanks  or  stretch  out  the  orders,  mak- 
ing fewer  weapons  each  year — an- 
other common  technique  that  raises 
the  per-unit  cost  and  leaves  the  mili- 
tary underequipped. 

The  important  truth  to  keep  in 
mind  as  politicians  and  critics  loudly 
debate  the  cost  of  defense  is  that  the 
U.S.  military  command  is  not  made 
up  of  greedy  admirals  and  generals 
searching  for  ways  to  waste  taxpayers' 
money.  They  are  doing  what  they  are 
supposed  to  do:  examine  the  odds  in 
case  they  have  to  kill  people. 

If  defense  spending  is  to  be  curbed, 
the  process  must  be  more  significant 
than  preparing  a  list  of  expensive 
weapons  to  be  canceled.  The  subject 


By  Rosemary  Brady 

Brussels,  the  "capital"  of  the 
European  Economic  Commu- 
nity and  headquarters  of 
NATO,  looks  to  be  a  prosperous  cen- 
ter of  international  cooperation.  The 
taxi  drivers  can  converse  in  at  least 
three  languages:  English,  Flemish  and 
French.  Visitors  to  NATO,  the  EEC 
and  such  multinationals  as  ITT, 
Toyota  and  Xerox  are  part  of  the  scen- 
ery. Foreigners  make  up  nearly  10%  of 
the  9.6  million  people  residing  in  Bel- 
gium. Foreign  investment  accounts 
for  some  45%  of  Belgium's  total  in- 
dustrial assets. 
But  the  apparent  prosperity,  the  m- 


demands  tough-minded  reasoning  and 
hard  questions — like  those  that  mili- 
tary men  and  outside  analysts  are  ask- 
ing today: 

The  Joint  Chiefs  system — is  it  real- 
ly a  mechanism  for  intcrservice  rival- 
ry and  duplication? 

Is  the  area  to  be  defended,  from  Ko- 
rea to  the  Middle  East  to  Western 
Europe,  Just  too  broad? 

Are  we  really  getting  all  we  should, 
considering  the  effort?  The  U.S.S.R., 
with  1.8  million  in  its  ground  forces, 
fields  180  divisions.  The  U.S.  Army, 
with  800,000,  fields  16  divisions. 

Edward  Luttwak  believes  there  are 
too  many  officers — one  out  of  seven 
in  the  armed  forces  is  an  officer.  That, 
combined  with  the  trend  to  technical 
training,  has  diluted  responsibility 
among  the  officer  corps  and  helped 
create  both  a  flood  of  paperwork  and 
intensely  complicated,  expensive 
weapons.  Meanwhile  strategy,  tactics 
and  leadership  suffer,  he  says. 

The  drive  to  be  on  the  leading 
edge  of  technology,  always  trying  to 
add  some  new  electronic  ornament, 


ternational  flavor,  belie  the  serious 
challenges  facing  Belgians  and  their 
year-old  government,  the  first  strong 
center-right  coalition  since  the  mid- 
1960s.  Beneath  an  artificially  high 
standard  of  living,  now  propped  up  by 
foreign  borrowing,  are  economic  ail- 
ments familiar  to  many  other  indus- 
trialized countries: 

High  unemployment:  at  14.8%,  the 
highest  in  the  EEC. 

Ailing  traditional  industries  such  as 
steel,  basic  chemicals,  glassmaking 
and  textiles,  hobbled  by  social  bene- 
fits that  cost  employers  between  65% 
and  80%  of  an  employee's  wage,  over 
and  above  the  base  pay. 

Mounting  government  debt:  now 


combined  with  old-fashioned  cosi 
underestimating  by  the  Pentagor 
and  contractors — in  order  to  sel 
Congress — account  for  the  cost  over 
runs  that  plague  modern  weapons 
But  don't  believe  the  canard  thai 
U.S.  high-technology  weapons  don'l 
work.  In  the  hands  of  Israeli  pilots 
American  planes  ran  up  an  85-to-C 
score  against  Russian  planes  anc 
wiped  out  batteries  of  air  defense 
missiles.  Soviet  generals  are  now  re- 
ported to  be  demanding  huge  in- 
creases in  military  spending  to  close 
their  technology  gap. 

Possibly  the  cost  of  this  arms  race 
will  persuade  the  new  leaders  of  the 
Soviet  Union  to  accept  real  arms 
control.  Possibly  a  lower  inflation 
rate  will  hold  down  some  future 
bills.  Possibly  a  few  marginal  weap-j 
ons  will  be  killed.  And  possibly  re-^ 
forms  within  the  military  will  modi- 
fy the  tendency  of  endless  develop- 
ment and  low  production  of 
complex,  high-cost  weapons. 

All  that  is  possible;  what's  certai 
is  that  the  defense  bill  is  going  up.  ■ 


13%  of  Belgium's  $116.5  billion  GDP.I 

But  things  have  been  distinctly 
looking  up  since  Wilfried  Martens, 
46,  became  prime  minister  for  the 
fifth  time  in  four  years  last  December. 
His  government,  dubbed  Martens 
has  revived  the  economy  by  helping 
the  businessmen. 

"The  Martens  V  government  is  dif- 
ferent," declared  Nicolas  Falise,  the 
head  of  a  Belgian  butter  exporting 
firm,  as  he  sipped  coffee  in  the  mirror-i 
lined  salon  of  Brussels'  elegant  Eg- 
mont  Palace.  Falise  was  one  of  some 
350  executives,  about  one-quarter  on 
them  American,  gathered  at  a  confer- 
ence in  November  to  discuss  and  as- 
sess the  Belgian  government's  eco- 
nomic plans.  "This  government  takes) 
decisions,"  said  Falise.  "It  is  a  strongj 
government.  Before,  the  trade  unionsi 
took  decisions." 

Since  February,  Martens  has  de- 
valued the  Belgian  franc  by  8.5%,  cu£ 
corporate  taxation  from  48%  to  45%, 
slashed  energy  fees  for  corporations, 
selectively  frozen  prices,  established 
incentives  for  venture  capital  and  sus- 
pended, temporarily,  the  automatic 
link  between  wage  increases  and  the 
rate  of  inflation. 

Result:  Production  costs  dropped 
some  10%,  to  make  Belgium  again 
competitive  with  its  main  trading) 
partners,  Germany  and  the  Nether- 
lands. Export  volume  increased,  by 
about  1.9%,  and  the  decline  in  invest- 
ment stopped. 

"The  economic  recovery  of  Bel- 


Belgian  politicians,  concerned  with  unity, 
tried  to  buy  labor  peace  but  purchased 
uncompetitive  industry  instead. 

Can  Belgium 
come  back? 
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gium  is  in  progress.  That  is  certain," 
proclaimed  the  chairman  of  the  Feder- 
ation of  Belgian  Enterprises,  Daniel 
Janssen,  from  the  speakers'  podium  at 
Egmont  Palace. 

But  Janssen  also  admonished  the 
government:  "Do  not  diminish  the 
efforts,  despite  unemployment  and  its 
political  consequences."  His  warning 
was  echoed  by  J.T.  Battenberg  III, 
managing  director  of  General  Motors 
Continental,  one  of  Belgium's  oldest 
and  biggest  U.S.  investors.  "We  will 
not  buy  peace  at  any  price,"  Batten- 
berg told  Forbes.  "We  must  remain 
competitive." 

Why  are  businessmen  like  Janssen 
and  Battenberg  so  edgy  about  a  gov- 
ernment both  of  them  support?  Be- 
cause Martens — backed  against  the 
wall  by  the  political  reality  of  unem- 
ployment— is  now  asking  Belgian 
businessmen  to  slash  their  work 


week  by  5%  (to  an  average  of  about  36 
hours  per  week)  and  increase  hirings 
by  3%,  or  pay  into  a  special  job-cre- 
ation fund. 

The  plan  is  one  version  of  an  in- 
creasingly popular  idea  in  Europe — in 
hard  times,  spread  the  work  around. 
But  implementing  it  could  add  be- 
tween 9.5%  and  13%  to  GM's  labor 
costs,  says  Battenberg,  and  make  his 
Opel  cars — 93%  of  which  are  export- 
ed— plainly  uncompetitive. 

Finance  minister  (and  deputy  prime 
minister)  Willy  De  Clercq  pleaded  the 
government's  case  at  the  Egmont  con- 
ference. He  contended  that  the  em- 
ployment proposals  would  not  add 
more  than  4.5%  to  wage  costs.  But  De 
Clercq  did  not  deny  the  seriousness  of 
the  businessmen's  concern  about  in- 
ternational competitiveness.  Bel- 
gium's exports  account  for  57%  of  the 
country's  GDP,  more  than  any  other 


EEC  country. 

Being  so  dependent  on  exports,  how 
did  Belgium  ever  let  its  economy  be- 
come so  uncompetitive — particularly 
at  a  time  when  Japan  and  the  newly 
industrialized  countries  of  Asia  were 
shipping  their  goods  to  Europe?  The 
short  answer,  as  Janssen  put  it:  "Be- 
tween 1973  and  1980,  Belgium  was 
badly  run.  The  energy  crisis  and  its 
aftermath  were  badly  absorbed.  Social 
strategy  had  priority  over  economic 
and  financial  strategy." 

Belgian  politicians  in  the  1970s 
faced  a  problem  even  more  fundamen- 
tal than  the  economy:  national  unity. 
The  rivalry  between  the  Flemish- 
speaking  residents  of  Flanders  in  the 
north,  and  the  French-speaking  Wal- 
loons of  southern  Belgium  (Wallonia) 
has  bedeviled  Belgium  throughout  its 
152-year  history  as  an  independent 
state.  As  the  politicians  pondered 
constitutional  reform,  to  give  each 
language  group  limited  autonomy, 
they  gave  in  too  easily  to  demands  for 
inflation-offsetting  wage  rises  and  so- 
cial benefits.  ("No  sparrow  could  fall 
but  that  the  state  was  there  to  pick  it 
up,"  says  one  U.S.  diplomat.)  Deficits 
and  decreasing  competitiveness  went 
unheeded,  until  they  could  no  longer 
be  ignored. 

In  1981  the  politicians  settled  the 
regional  autonomy  question,  but  by 
then  Belgium's  labor  costs  were  Eu- 
rope's highest.  Martens,  elected  last 
December,  had  a  stronger  mandate 
than  his  predecessors  to  tackle  the 
economic  problems — and  perhaps  a 
clearer  path  ahead. 

Can  Belgium  ever  regain  the  confi- 
dence of  foreign  investors,  for  whom 
it  was  a  mecca  since  at  least  the 
1920s?  Milan  Ondrus,  vice  president 
of  Brunswick  International  and  presi- 
dent of  the  American  Chamber  of 
Commerce  in  Belgium,  ticks  off  the 
country's  attractions:  "The  produc- 
tivity is  high.  The  labor  is  highly 
qualified.  The  location  is  central.  And 
the  country  has  a  long  industrial  his- 
tory." GM's  Battenberg  agrees.  "It 
would  not  take  much  for  this  country 
to  reverse  the  trend  and  again  become 
a  major  industrial  powerhouse." 

But  Willy  De  Clercq  sounds  less 
ambitious,  and  perhaps  more  realis- 
tic: "That  was  a  long  time  ago,"  he 
says,  recalling  Belgium's  days  as  one 
of  the  world's  great  trading  nations. 
Looking  around  at  the  Egmont's  ele- 
gant hall  of  mirrors,  he  adds:  "Right 
now,  we  just  want  to  live." 

Disillusion,  and  desperation — the 
ultimate  result  of  attempts  by  politi- 
cians since  ancient  Rome  to  "buy" 
peace  among  the  people.  Will  they 
never  learn?  ■ 


Francophones  speak  out  in  linguistically  split  Fouron-le-Comte/  's  Gravenvoeren 
Can  a  house  divided,  be  an  industrial  powerhouse? 


44 


FORBES,  DECEMBER  20,  1982 


1967:  We  led  the  microwave  cooking  revolution.  Today :W» 


Gran 'daddy  of  'em  all  on  the  left;  contemporaries  on 
the  right. 

Microwave  cooking  has  become  a  $1.5  billion 
business.  And  it  all  started  more  than  35  years  ago 
when  Raytheon  invented  this  revolutionary  way  to 
cook.  Then,  in  1967,  Amana,  a  Raytheon  company, 
introduced  the  first  1 15- volt  countertop  microwave 
oven  for  the  home. 

Enthusiasm  for  microwave  speed  and  efficiency 
aught  on  and  has  never  waned.  Today,  a  formidable 


tor 


variety  of  microwave  cooking  appliances  from 
Raytheon  will  handle  just  about  any  cooking  neec 

There's  a  broad  selection  of  countertop  modi 
including  one  that  combines  microwave  speed  ant 
convection  browning.  There  are  double  oven  cool|b[ 
centers  and  wall  ovens.  Combination  microwave/ 
electric  and  microwave/gas  ranges.  Space-saving 
over-the-range  ovens. 

This  array  of  microwave  products  is  markete 
by  some  of  the  best-known  names  in  the  applianc  ! 


ling  its  evolution. 


retry:  Amana,  Caloric,  Modern  Maid — all 
i  heon  companies. 

!  In  addition,  there's  a  selection  of  special 
Liowave  cookware,  called  Micro  21,  developed  by 
i  neon  for  brewing,  baking,  steaming,  grilling — 
|:  popping  corn. 

i  Collectively,  they  make  Raytheon  a  leader  in 
i  owave  cooking — an  important  part  of  our  major 
i  iance  business  that  includes  refrigerators, 
I |:ers,  gas  and  electric  ranges,  laundry  equipment, 


and  home  heating  and  air  conditioning. 

Raytheon  ...  a  $5.6  billion  company  in  electronics, 
aviation,  appliances,  energy,  construction,  and 
publishing.  For  copies  of  our  latest  financial  reports, 
please  write  Raytheon  Company,  Public  Relations, 
141  Spring  Street,  Lexington,  MA  02173. 


Under  Keith  Crane,  Colgate-Palmolive 
seems  to  have  forgotten  how  to  launch  new 
products.  Its  lifeblood  is  draining  away. 


Becalmed 


By  John  A.  Byrne 

When  soft-spoken,  methodi- 
cal Keith  Crane  took  over  as 
chief  executive  of  $5.2  billion 
(sales)  Colgate-Palmolive  four  years 
ago,  the  board  of  directors  handed  him 
a  simple  mandate:  Slim  the  company 
down.  Colgate's  earnings  grew  62%  in 
the  six  years  prior,  under  flamboyant 
David  Foster,  outpacing  archrival 
Procter  &  Gamble's.  But  the  growth 
was  not  internal;  most  of  it  had  come 
from  Foster's  21  acquisitions.  By  1979 
several  outfits  Foster  picked  up  on  his 
$1.5  billion  (sales)  shopping  binge 
were  losers. 

Worse,  Foster  had  concentrated  on 
acquiring  at  the  expense  of  Colgate's 
core  household  and  personal  care 
business.  But  Crane  hasn't  done 
much  better.  Colgate  is  now  virtually 
the  only  consumer  products  company 
in  the  country  with  no  new  major 
product  program.  Several  major 
brands  like  Dermassage  dishwashing 
liquid  and  Ajax  have  been  allowed  to 
stagnate  and  decline.  While  busy 
shedding  losers,  Crane  has  failed  to 
develop  winners.  Given  the  limited 
life  cycle  of  consumer  products, 
Crane's  inaction  will  mean  trouble  if 
it  keeps  up  much  longer. 

Keith  Crane,  who  started  with  Col- 
gate at  the  age  of  16  as  an  office  boy  in 
the  company's  New  Zealand  office, 
doesn't  want  to  talk  about  all  this.  He 
has  yet  to  meet  with  security  analysts, 
and  declined  to  talk  with  Forbes,  call- 
ing the  idea  "premature." 

To  be  fair  to  him,  Crane  has  certain- 
ly had  more  than  his  share  of  head- 
aches. For  example,  it  took  Crane  llA 
years  to  get  rid  of  the  $200  million 
(sales)  Helena  Rubinstein  cosmetics 
subsidiary  that  was  reportedly  run- 
ning $22  million  in  the  red  at  the 
time.  On  at  least  three  occasions,  the 


company  had  tentative  agreements  to 
sell  the  unit,  and  each  time  the  deal 
fell  apart.  By  the  time  he  eventually 
disposed  of  it  in  1980,  Rubinstein  had 
become  an  embarrassing  corporate  al- 
batross. "Helena  Rubinstein  will  go 
down  in  Harvard  B  School  as  the  epit- 
ome of  how  not  to  get  rid  of  an  unsuc- 
cessful acquisition,"  says  one  analyst. 

In  the  end  Crane  agreed  to  finance 
$18.5  million  of  the  $20  million  pur- 
chase price  and  guarantee  $43  million 
in  bank  loans.  That's  a  far  cry  from 
the  more  than  $142  million  in  Col- 
gate stock  Foster  laid  out  for  Rubin- 
stein in  1977. 

Crane  had  an  easier  time  getting  rid 
of  a  golf  course  and  condominium 
complex,  the  $55  million  (sales)  He- 
brew National  Kosher  Foods  subsid- 
iary, a  racquet  ball  maker,  golf  equip- 
ment company  and  Lum's  and  Ranch 
House  fast-food  chains. 

Then  Crane  turned  his  attention  to 
new  products.  Fresh  Start,  a  concen- 
trated detergent  sold  in  a  clear  con- 


Colgate-Pahnolive's  Crane 
But  where  are  the  winners? 


tainer,  was  already  in  the  pipeline. 
The  project  was  Foster's  last  and  by 

1980  was  ready  for  a  national  rollout. 
Backed  by  a  more  than  $12  million 
promotion  campaign,  Fresh  Start  ini- 
tially took  an  impressive  5%  share  of 
the  $2  billion  heavy-duty  detergent 
market.  Since  then,  however,  the 
product's  share  has  fallen  to  3.5%  be- 
cause of  disappointing  repeat  sales. 

Crane  has  tried  to  spend  his  way 
out  of  the  hole.  Last  year  Colgate 
shelled  out  $14.4  million  in  advertis- 
ing on  Fresh  Start,  more  than  any  oth- 
er product  except  Colgate  toothpaste, 
according  to  Leading  National  Adver- 
tisers. That  doesn't  even  include 
cents-off  coupons  and  other  promo- 
tional expenses,  which  typically 
equal  spending  in  ad  dollars. 

Last  year's  launch  of  Colgate  Win- 
terfresh  gel,  along  with  a  reformulat- 
ed Colgate  toothpaste,  boosted  its 
market  share  from  21%  to  23%, 
thanks  to  the  highest  ad  spending  in 
Colgate's  history.  Still,  Colgate 
lagged.  Its  entry  into  the  fast-growing 
gel  market  in  toothpaste  in  1981  came 
only  after  rivals  Lever  Brothers  and 
Beecham  had  grabbed  nearly  a  third  of 
the  total  business.  So  Crane  missed 
his  chance  to  strike  a  telling  blow 
against  P&G's  Crest  in  a  market  that 
today  accounts  for  50%  of  the  $1  bil- 
lion in  sales  of  toothpaste  in  the  U.S. 

Then  he  tried  Experience  soap,  a 
glycerin-based  bar  product.  That 
flopped  in  test.  So  did  Carefree  liquid 
detergent.  Both  were  "me  too"  prod- 
ucts. Hair  Defense  System  shampoo, 
an  effort  to  gain  a  foothold  in  the  $1 
billion  U.S.  shampoo  market,  also 
bombed  in  test.  Among  other  things, 
Colgate  sold  the  product  with  a  spe- 
cial brush  in  bulky  blister  packs  that 
made  it  difficult  for  supermarkets  to 
put  in  their  shampoo  sections.  "It  was 
the  dumbest  shampoo  I  ever  saw," 
says  Jack  Salzman  of  Smith  Barney, 
Harris  Upham  &  Co. 

Discouraged  perhaps  by  all  these 
failures,  Colgate  has  only  a  single  new 
product — a  reformulated  Fab  deter- 
gent now  sold  in  half  the  country. 
P&G  has  about  14  new  products  in 
test  in  the  U.S.  alone.  Compare  that 
with  Colgate  in  better  days,  between 
1960  and  1970,  when  Colgate  devel- 
oped and  introduced  30  new  products, 
which  by  1970  accounted  for  more 
than  55%  of  domestic  volume. 

The  current  dearth  of  new  products 
also  threatens  the  success  of  Colgate's 
more  promising  international  oper- 
ations, which  accounted  for  63%  of 

1981  earnings  and  59%  of  total  sales. 
The  dollar's  strength  lately  has  hurt 
but  not  nearly  as  much  as  the  lack  of 
new  products  could  hurt  in  the  future. 
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Nearly  half  of  Colgate's  growth  has 
come  by  placing  U.S.  products  in  less 
competitive  overseas  markets. 

Meantime,  back  at  home,  Crane  is 
letting  some  major  brands  die  a  slow 
death.  Dermassage,  which  got  a 
whopping  $9.6  million  in  ad  money  in 
1979,  now  receives  virtually  nothing. 
Fluorigard  dental  rinse,  supported  by 
$5.2  million  in  1979,  gets  less  than 
$500,000  a  year. 

Instead,  Crane  is  pouring  more  ad 
dollars  into  several  major  existing 
brands,  like  Palmolive  dishwashing 
liquid  and  Irish  Spring  soap,  to  shore 
up  these  sagging  lines.  Truth  is,  Col- 
gate's U.S.  market  share  in  heavy- 
duty  detergents,  dishwashing  liquids 
and  bar  soaps  has  fallen  under  Crane 
in  the  past  year. 

The  proof  of  the  pudding  is  in  the 
numbers.  In  1981,  Colgate's  operating 
margins  on  its  $1  billion  in  sales  of 
these  traditional  products  in  the  U.S. 
were  a  mere  4%,  compared  with  13% 
to  14%  on  P&G's  directly  comparable 
products,  according  to  F.  Eberstadt's 
James  Dougherty.  In  the  first  three 
quarters  of  1982,  Colgate's  net  was 
down  2%,  to  $166  million,  on  a  5% 
fall  in  sales,  to  $3.7  billion.  Meantime, 
major  competitors  P&G,  Clorox  and 
Chesebrough-Pond's  posted  gains  and 
widening  margins.  Colgate's  latest 
16%  return  on  equity  is  less  than  half 
that  of  American  Home  Products'  and 
trails  P&G's  20%. 

There  are  bright  spots,  of  course. 
Colgate's  $659  million  (sales)  food  op- 
erations, the  center  of  which  is  rice 
producer  Riviana  Foods,  is  expecting  a 
40%  rise  in  operating  income  this 
year.  And  there  are  the  two  most  prof- 
itable of  Colgate's  operating  seg- 
ments— the  $772  million  (sales) 
health  care  group  and  the  $191  mil- 
lion (sales)  consumer  specialty  divi- 
sion— both  Foster  acquisitions.  Mean- 
while, Crane  has  $450  million  in  cash 
on  hand,  much  of  it  from  divestitures. 
Clearly,  he  has  some  enviable  oppor- 
tunities to  do  a  good  job.  Whether  he's 
up  to  the  task  remains  to  be  seen.  ■ 
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A  Gordons  Martini. 
The  pleasure  is  crystal  dear 
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What  do  you  call  a  company  in  a  capital- 
intensive,  recession-vulnerable  business 
that  nevertheless  manages  to  show  higher 
earnings  in  1982?  Call  it  Ryder  System, 

How  to  beat 
the  recession — 


any  recession 


By  James  Cook 


W'e're  poised  for  some  very 
good  results  when  the  recov- 
ery comes,  whether  it's  gradu- 
al or  sharp."  That's  Leslie  O.  Barnes 
speaking,  chairman  and  chief  execu- 
tive of  Miami's  Ryder  System,  Inc.  If 
those  are  familiar  words  these  days, 
Barnes  says  them  with  special  convic- 
tion. And  no  wonder.  Ryder  System  is 
coming  through  this  particular  reces- 


sion with  almost  no  pain  so  far  as 
earnings  are  concerned. 

Ryder  is  the  U.S.'  number  one  truck 
leasing  and  rental  company,  with 
probable  1982  revenues  of  $3.2  bil- 
lion. Truck  rentals  are  an  obvious  ear- 
ly victim  of  any  recession,  and  it  was, 
after  all,  the  1974  recession  that 
touched  off  the  financial  crisis  at 
Ryder  that  brought  Les  Barnes  over 
from  Allegheny  Airlines  in  mid- 1975 
and  eventually  led  to  the  departure  of 


Ryder's  flamboyant  founder,  James  A. 
Ryder.  But  if  Ryder  was  unprepared  in 
1974,  it  wasn't  this  time.  Barnes  went 
into  1982  with  $70  million  in  surplus 
cash  and  with  a  debt  ratio  that  had 
come  down  from  7  times  equity  to 
just  1.6  times. 

Except  for  an  11%  blip  in  1980, 
Ryder's  earnings  have  been  rising 
steadily  and  spectacularly  ever  since 
1974.  That  11%  blip  in  1980  was  un- 
fortunate, but  understandable:  When 
interest  rates  began  their  mountain- 
ous climb,  Ryder,  like  many  others, 
found  itself  owing  a  lot  of  money  in 
floating-rate  debt;  so  its  interest  costs 
got  temporarily  out  of  hand.  Even  so, 
Ryder's  return  on  equity,  though 
reaching  as  high  as  23%,  never 
dropped  below  16%,  not  even  in  1980. 

This  year,  when  most  transporta- 
tion companies,  especially  in  the 
trucking  industry,  have  been  living 
from  hand  to  mouth,  Ryder's  nine- 
month  net  was  up  nearly  15%,  to  a 
record  $61  million — this  on  a  6.7% 
gain  in  revenues,  to  a  record  $1.6  bil- 
lion. For  the  full  year  Ryder  will  show 
another  nice  gain  over  last  year's 
$3.73  per  share. 

"We  have  demonstrated  our  ability 
to  manage  well  during  a  recession," 
Les  Barnes  says.  Granted.  But  what 


Ryder  System  s  Tony  Burns  and  Les  Barnes 

"We  have  demonstrated,  out  ability  to  manage  well  during  a  recession.' 
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Frank  B.  Hall  is  The  Protection 
Connection™  for  the  global  business 
community.  Our  inventiveness,  our 
creativity  and  our  resourcefulness 
connect  significant  corporations, 
both  large  and  small,  to  the  most 
progressive  insurance  coverages. 
And  the  most  advanced  risk  man- 
agement services.  Don't  let  strange 
things  happen  to  your  hard-earned 
business  assets.  Make  Frank  B.  Hal' 
your  Protection  Connection™  to  the 
new  world  of  corporate  insurance. 


cti 

ction 


FRANK  B.  HALL&  CO.  I%eca" 


Introducing  the  Good  Night  Services  * 
from  American  Express. 


Every  Westin  treats  you  first  class.  With  a  style  that  pleases. 
And  services  that  pamper.  Like  the  Good  Night  ServicesSM 
from  American  Express.5 

A  package  of  services  that  take  the  worry,  wonder  and 
wait  out  of  your  travels.  And  they're  available  at  every 
Westin  in  the  continental  U.S.  and  Canada. 

Westin  will  wait  up  all  night  for  you 
With  an  American  Express"  Card  Assured  Reservationf 
your  Westin  will  keep  a  room  waiting  for  you.  Even  if  you 
arrive  hours  late.  And,  if  for  some  reason  your  travel  plans 
should  change,  just  call  Westin  before  6  p.m.  (their  time)  to 
get  a  cancellation  number  so  you  won't  be  billed. 

And  you  can  cash  your  personal  check  for  up  to  $250  at 
the  front  desk  of  your  Westin.  Of  course,  the  actual  amount 
is  subject  to  cash  availability. 

Now,  there  are  some  requirements  and  restrictions 
concerning  the  Good  Night  Services.  So  be  sure  to  ask 
about  them  when  you  make  your  Assured  Reservation. 
Every  Westin  is  everything  you  ever  wanted 
There  are  55  Westins.  And  every  one's  a  distinctive, 
one-of-a-kind  hotel.  Offering  first-class  services.  And  first- 
class  accommodations.  Hotels  that,  through  their  caring 
and  concern,  have  turned  many  a  traveler  into  a  Westin 
Man.  Or  Westin  Woman.  People  who 
come  back  to  Westin,  because  Westin 
knows  what  they  expect. 

For  reservations,  call  your  travel 
agent,  company  travel 
dept. ,  or  in  the 
continental  U.S.,  call 
800-228-3000.  In 
Canada,  800-268-8383. 
Toronto,  365-7700. 


Don't  leave  home  without  it. 


Westin  Hotels 

Every  Westin  knows 
what  you  expect. 
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MEXICO 
Acapulco 

Las  Brisas 
Cancun 

Camino  Real 
Guadalajara 

Camino  Real 
Ixtapa/Zihuatanejo 

Camino  Real 
Mazatlan 

Camino  Real 
Mexico  City 

Alameda 

Camino  Real 

Galeria  Plaza 
Puerto  Vallarta 

Camino  Real 
Saltillo 

Camino  Real 

NORWAY 
Oslo 

Hotel  Scandinavia 

PHILIPPINES 
Manila 

Philippine  Plaza 

SINGAPORE 

Raffles  City  (1985) 

Shangri-La 
SOUTH  AFRICA 
Johannesburg 

The  Carlton 


makes  him  so  confident  about  the 
future?  As  the  largest  factor  in  most  of 
its  businesses,  Ryder  has  a  few  clear 
advantages.  For  the  most  part,  it  sets 
the  tune  in  its  industry  and  everyone 
else  has  to  dance  to  it.  As  the  reces- 
sion deepened,  instead  of  going  on  the 
defensive  it  turned  offensive.  For  ex- 
ample, when  business  began  to  fall  off 
in  one-way  consumer  truck  rentals, 
Ryder  didn't  hesitate.  It  proceeded  to 
cut  prices  from  $40  to  $19.95  a  day. 
"We  cut  the  price  by  50%,"  says 
Ryder  President  M.  Anthony  Burns, 
40,  who  will  succeed  65-year-old  Les 
Barnes  as  chief  executive  this  Jan.  1. 
"But  utilization  more  than  quadru- 
pled, and  we  brought  more  profit  dol- 
lars to  the  bottom  line." 

Truck  rentals  and  leasing  provide 
maybe  65%  of  revenues  and  85%  of 
profits,  but  Barnes  and  Burns  have 
been  equally  inventive  when  con- 
fronted with  a  slump  in  Ryder's  auto 
carrier  business.  As  new-car  sales 
plunged,  Ryder  decided  to  expand 
rather  than  contract  and  acquired  two 
other  new-auto  carriers.  This  inevita- 
bly increased  volume  but  eventually 
raised  profits  considerably  more,  in- 
creasing utilization  and  providing  a 
much  needed  back  haul.  "We  were 
moving  our  trucks  one  way  full,  and 
then  back  empty,"  Burns  says.  "So  we 
made  acquisitions  and  then  we  could 
move  Chevrolets  to  one  geographic 
area  and  pick  up  Chryslers  or  Volks- 
wagens and  haul  them  back.  We  got 
better  utilization  of  equipment  and 
were  able  to  consolidate  maintenance 
facilities." 

For  all  this  success,  Barnes  has 
made  no  secret  of  his  ambitions  to 
reduce  dependence  on  the  capital-  and 
energy-intensive  transportation  busi- 
ness. A  year  or  so  back  he  began  ac- 
quiring stock  in  Frank  B.  Hall,  the  big 
international  insurance  broker,  and 
ended  up  with  9.49% .  Its  earnings  rec- 
ord aside,  Hall  was  especially  attrac- 
tive to  Ryder  because  its  services  in- 
come would  provide  a  nice  offset  to 
the  rising  tax  credits  Ryder  expects  to 
generate  on  its  equipment  purchases. 
Hall  understandably  concluded 
Ryder's  interest  was  the  first  step  in 
an  unfriendly  takeover  attempt  and 
tried  to  wriggle  out  of  Ryder's  reach 
by  acquiring  a  competitor,  Jartran, 
Jim  Ryder's  ailing  truck  rental  outfit. 
Jartran  promptly  went  into  reorgani- 
zation, but  unless  it  proves  incapable 
of  being  reorganized,  which  seems  un- 
likely, Ryder  is  effectively  stymied. 

But  Les  Barnes  has  not  given  up  on 
diversification  into  financial  services. 
More  recently,  he  has  come  up  with  a 
unique  and  far  more  imaginative  fi- 
nancial venture,  one  that  will  occupy 


most  of  his  time  once  he  steps  aside  as 
chairman  next  month:  a  $4  million, 
80%  interest  in  a  joint  venture  with  a 
New  York  pension  fund  specialist  to 
be  called  Forstmann,  Leff,  Kimberly. 
FLK  plans  to  set  up  a  series  of  trusts  as 
an  outlet  for  the  $700  billion  in  pen- 
sion fund  dollars  that  are  looking  for 
investment.  It  also  plans  to  make  lev- 
eraged buyouts  of  promising  compa- 
nies for  its  own  account. 

The  first  trust  will  start  out  with 
$500  million  to  $1  billion  in  pension 
fund  investments  and  acquire  out- 
right a  group  of  well-run,  fast-grow- 
ing, but  undervalued  companies.  The 
idea  is  to  build  equity,  not  short-term 
market  value.  When  the  trust  expires 
in  ten  years,  the  companies  will  be 
either  spun  off  to  the  pension  funds, 


"Utilization  of  assets  is  the 
key  in  our  business,"  says 
Ryder's  Tony  Burns.  "We 
have  increased  our  market 
share  and  reduced  our  cost 
structure.  If  you  put  these 
two  factors  together,  you 
end  up  increasing  your 
profitability." 


sold  into  the  market  or  rolled  over 
into  a  new  trust. 

Whether  or  not  the  scheme  will 
work  remains  to  be  seen.  "The  trou- 
ble with  conglomerates  is  that  sooner 
or  later  they  lose  their  manage- 
ments," Barnes  says,  but  he  hopes  to 
avoid  that  by  finding  ways  to  assure 
that  the  old  managements  stay  on. 
Maybe  they  will. 

Of  the  new  venture,  Barnes  says:  "It 
fits  well  into  our  goal  of  finding  com- 
panies that  are  not  capital-intensive, 
not  energy-intensive,  and  do  not  pay  a 
high  cash  tax  rate.  We  will  be  able  to 
use  a  lot  of  tax  benefits  against  the 
earnings  we  receive." 

Barnes  and  Burns  are  not  men  to 
neglect  their  bread  and  butter,  howev- 
er. They  are  busy  strengthening  their 
basic  transportation  business,  work- 
ing out  a  deal  to  acquire  a  nationwide, 
irregular-route  common  carrier  truck- 
er and  planning  to  branch  out  into 
intermodal  transport  arrangements 
with  railroads  and  airlines.  But  their 
goal  always  is  the  same:  to  keep  their 
assets  working  overtime.  As  Tony 
Burns  puts  it:  "We  believe  utilization 
of  assets  is  the  key  to  our  business. 
We  have  increased  our  market  share 
in  almost  every  one  of  our  businesses, 
and  we  have  reduced  our  cost  struc- 
ture. If  you  put  those  two  factors  to- 
gether, you  end  up  increasing  your 
profitability."  ■ 
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Continental  Group  has  proved  it  can  buy 
its  way  out  of  the  can  business.  It  has  yet  to 
prove  how  well  it  has  diversified. 


Uncanny 


By  John  R.  Dorfman 


Bluntly,  Bruce  Smart,  chairman 
of  $5.2  billion  (sales)  Continen- 
tal Group,  Inc.,  describes  his 
company's  diversification  philos- 
ophy. "When  you're  in  an  acquisition 
mode,"  he  says,  "you  tend  to  marry 
the  girl  that's  willing,  rather  than  the 
prettiest  girl  you  can  dream  about." 
Meaning  that  you  pretty  much  take 
what's  there.  That's  one  way  of  diver- 
sifying. It  has  yet  to  prove  itself. 

Certainly,  no  one  faults 
Continental  Group — the  for- 
mer Continental  Can  Co. — 
for  diversifying.  Growth  in  the 
can  business  has  slowed  to  a 
trickle.  What's  more,  there  are 
a  few  huge  users  of  cans — no- 
tably Coke  and  Pepsi — and 
many  canmakers.  So  can- 
makers  are  like  tire  producers, 
who  must  dance  to  the  auto- 
makers' tune — a  ditty  with 
thin  margins. 

Today,  Continental's  asset 
mix  is  33%  packaging,  31% 
energy,  23%  forest  products 
and  13%  insurance.  The  latest 
acquisition  was  a  50%  interest 
in  Supron  Energy  Corp.,  a  nat- 
ural gas  producer  with  1981 
sales  of  $78  million.  Supron 
was  available,  all  right — avail- 
able at  $45  a  share  and  then 
again  at  $40  a  share.  At  first, 
Continental  refused  to  bite.  At 
$35,  it  couldn't  resist.  Give 
management  some  credit:  It 
refused  to  pay  the  initial  ask- 
ing price  and  hedged  its  bet  by 
sharing  the  deal  with  Allied 
Corp.,  which  has  experience  in 
the  petroleum  business. 

Did  Continental  overpay? 
With  the  advantage  of  hind- 
sight the  answer  is  yes.  The 


final  price  tag  was  $830  million,  in- 
cluding assumption  of  some  Supron 
debt  and  generous  parting  bonuses  for 
Supron  executives.  With  those  items 
added  in,  the  tab  was  back  up  to  near- 
ly $40  a  share.  That  was  47  times  the 
company's  1981  earnings  of  $17.7 
million,  and  1981  was  a  year  unlikely 
to  be  repeated  soon  in  the  oil  and  gas 
business. 

Philip  Silver,  Continental's  chief  fi- 
nancial officer,  defends  the  move. 
Look  at  reserves,  he  argues.  John  S. 


Continental  Group  Chairman  Bruce  Smart 
What's  happening  to  the  prizes? 


Herold,  a  Greenwich,  Conn.,  outfit 
that  specializes  in  evaluating  oil  and 
gas  reserves,  has  done  just  that.  It 
figures  Supron's  reserves  were  worth 
about  $27  a  share. 

The  fact  is,  Continental  bought 
near  the  top  of  the  oil  and  gas  market, 
paying  about  $9.50  per  equivalent  bar- 
rel in  the  ground.  That  wasn't  bad  by 
the  standards  of  1981,  when  it  wasn't 
unusual  to  pay  $11,  which  a  lot  of 
smart  people  did.  But  in  1979  reserves 
could  have  been  acquired  for  an  aver- 
age of  $4.36.  In  the  past  few  weeks 
reserves  have  been  bought  for  $6.91 
per  equivalent  barrel. 

The  other  question  about  Supron 
(now  renamed  Unicon)  is  how  well  it 
will  run  with  two  hands  on  the  tiller, 
Continental's  and  Allied's.  Says  one 
veteran  of  the  oil  and  gas  business, 
"Things  are  tough  enough  to  run  with 
your  own  team.  I  have  seen  a  lot  of 
joint  ventures  and  they  all  had  prob- 
lems." Smart  argues  that  joint  ven- 
tures are  an  everyday  practice  in  the 
energy  business.  True — but  usually 
one  partner  is  passive;  the  other  man- 
ages the  operation  and  makes  the  de- 
cisions. What  happens  if  Continental 
and  Allied  disagree  on  production 
rates  or  exploratory  possibilities?  Sup- 
posedly both  have  equal  clout. 

Supron  is  only  the  latest  step  in  a 
long  diversification  process  for 
the  Connecticut-based  com- 
pany. The  first  wave  of  diversi- 
fication was  into  forest  prod- 
ucts, beginning  in  the  Fifties. 
"That  is  the  most  tortured  of 
our  businesses  at  the  mo- 
ment," says  Smart,  a  big, 
hearty  man  with  a  fondness 
for  camping,  sailing  and  trout 
fishing.  Worse  even  than  oil 
and  gas?  Alas,  yes.  The  whole 
forest  products  industry  is 
hurting  now  and  Continental 
hasn't  distinguished  itself. 

The  second  wave  of  diversi- 
fication was  into  insurance, 
mainly  through  the  1977  pur- 
chase of  Richmond  Corp.,  par- 
ent of  Life  Insurance  Co.  of 
Virginia,  for  $371  million. 
How  did  that  do?  Life  of  Vir- 
ginia is  riding  a  hot  sales 
streak,  based  on  an  attractive- 
ly packaged  universal  life  poli- 
cy dubbed  The  Challenger.  Yet 
pretax  earnings  from  Conti- 
nental's insurance  operations 
fell  from  $82  million  in  1979 
to  $59  million  in  1981.  Uni- 
versal life  is  probably  a  low- 
margin  product,  and  title-and- 
mortgage  insurance  oper- 
ations are  disappointing. 
The  third  wave,  into  energy, 
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To  err  is  humin. 

To  correct  that  error  quickly  and  accurately,  you 
can  count  on  the  IBM  Displaywriter,  the  best-selling 
stand-alone  text  processor  there  is. 

It  does  more  than  check  the  spelling  of  up  to  1,000 
words  a  minute.  The  Displaywriter  also  has  a  new  spell- 
ing aid.  Here's  how  it  works:  After  Spelling  Check 
locates  an  error,  press  the  AID  key  and  instantly  a  list  of 
likely  choices  to  replace  that  misspelled  word  appears. 

The  results? 

Speed  and  accuracy  on  the  first  try. 
Without  retyping. 

And  now  the  Displaywriter  can  function  as  a  data 
processor,  too.  By  running  computer  programs  using  the 
UCSD  p-System.* 

It  also  helps  speed  up  editing,  revising,  merging, 
formatting,  math,  filing  and  footnotes. 

In  fact,  the  IBM  Displaywriter  can  save  time  on 
almost  any  office  task  you  can  think  of. 

Except,  perhaps,  a  visit  to  the  water  cooler. 

Nobody's  perfict. 

To  arrange  for  a  free  demonstration  of  the  Display- 
writev,  call  your  local  IBM  representative  or  IBM's 
toll-free  number  listed  below.  ~  — 


Call  IBM  Direct  at  1  800  631-5582  Fxt.  7.  In  Hawaii/Alaska  I  800  526-2484  Fxt.  7. 
Or  write  to  IBM.  7AG  522.  Dept.  NS7.  400  Parson's  Fond  Drive.  Franklin  Lakes.  New  Jersey  07417. 

*UCSD  p-Svstem  is  a  trademark  of  the  Regents  of  the  University  of  California. 


featured  the  $351  million  acquisition 
of  Florida  Gas  Co.  in  1979  along  with 
the  recent  half-acquisition  of  Supron. 
Florida  Gas,  which  runs  a  gas  pipeline 
into  Florida  and  also  has  exploration 
activities,  is  widely  regarded  as  one  of 
Continental's  best  buys.  But  what's 
happening  to  that  prize  now?  Highly 
regarded  managers,  like  Chairman 
Selby  Sullivan  and  his  successor,  Ken- 
neth Lay,  have  left.  So  have  several 
key  exploration  people.  Recently, 
Chessie  Resources,  a  CSX  subsidiary, 
pulled  out  of  its  joint  ventures  with 
Florida  Gas.  A  usually  reliable  source 
told  Forbes  that  Chessie  was  dissatis- 
fied with  how  things  are  being  run  at 
Florida  Gas  these  days.  But  a  Chessie 
officer  says  that  wasn't  the  reason  for 
the  pullout. 

The  departure  of  people  at  Florida 
Gas  isn't  an  isolated  instance.  Warren 
Pace,  who  was  chairman  of  Richmond 
Corp.,  has  departed.  So  has  its  general 
counsel.  There  was  never  any  expec- 
tation that  the  people  who  built  up 
Supron,  A.M.  Wiederkehr  and  L.S. 
Muennink,  would  stay.  They  wanted 
out;  that's  why  they  sold. 

What's  disquieting  about  all  this  is 
that  Continental's  strategy  is  sup- 
posed to  be,  "Keep  on  the  existing 
managements  and  run  the  companies 
on  a  long  leash."  But  unless  it  can 
hold  on  to  existing  managements, 
Continental  may  find  itself  taking  a 
direct  hand  in  businesses  it  doesn't 
understand  especially  well. 

Continental  is  still  the  nation's 
largest  can  producer,  a  title  it  wrested 
from  American  Can  after  World  War 
EL  But  its  market  share  is  slipping,  as 
more  can  users  have  started  making 
their  own.  In  1970  Continental  had 
about  27%  of  the  can  market;  in  1980 
it  had  17%,  according  to  Merrill 
Lynch  analyst  Richard  Palm.  That's 
okay  with  Continental.  Clearly  the 
company  has  decided  to  sacrifice  vol- 
ume for  profitability  and  to  use  the 
can  business  as  a  cash  cow. 

Diversification  is  at  best  a  tricky 
affair,  at  worst  a  terrible  trap.  Which 
is  why  Bruce  Smart  and  his  aides  are 
in  a  slippery  position.  They  felt  they 
had  no  option  but  to  diversify,  but 
doing  so  put  them  into  businesses 
they  didn't  really  know.  Thanks  part- 
ly to  the  cost  of  the  acquisitions  (and 
partly  to  the  recession),  Continental's 
share  earnings  will  be  a  shade  under 
$5  this  year,  down  about  25%  from 
last  year.  That's  not  great  but  isn't 
terrible,  either,  considering  the  sever- 
ity of  the  recession.  But  the  real  test  of 
this  management's  mettle  will  be 
how  well  it  manages  the  problems 
that  are  already  cropping  up  in  the 
acquired  companies.  ■ 


The  biggest  potential  buyers  of  convention- 
al mortgages  are  starting  to  realize  that 
potential,  mainly  because  of  FNMA. 


Tapping  pensions 
at  last 


By  Howard  Rudnitsky 

W'hy  is  Don  Klink  smiling? 
Because  "demand  for  our 
$400  million  public  offering 
was  so  strong,"  beams  Klink,  senior 
vice  president  for  mortgage  securities 
at  Washington,  D.C. -based  Federal 
National  Mortgage  Association,  "we 
will  certainly  be  bringing  out  another 
public  issue  soon." 

He  is  beaming  because  FNMA  will 
have  sold  altogether,  in  just  13 
months,  nearly  $1  billion  worth  of 
publicly  offered  and  some  $2  billion  of 
privately  placed  securities  backed  by 


pools  of  its  conventional  mortgages  to 
institutions  such  as  banks,  insurance 
companies  and  pension  funds.  These 
are  securities  guaranteed  not  by  the 
government,  like  similar  Govern- 
ment National  Mortgage  Association 
passthrough  securities  (a  part  of  the 
mortgage  market  that  pensions  have 
been  buying  for  years),  but  by  private- 
ly owned  FNMA  itself.  Meaning  that 
FNMA's  own  insurance  label  is  now 
good  enough  for  the  pension  funds. 
Claims  Klink,  beaming  still  more: 
The  yield  spread  between  his  pass- 
throughs  and  federally  guaranteed  se- 
curities has  narrowed  from  an  initial 
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America 's  suburban  landscape 
Will  pension  funds  home  in? 


FORBES,  DECEMBER  20,  1982 


Why  a  new  phone  system  in  Stuttgart 
should  interest  investors  on  Wall  Street. 


Illnl 

il 

n  the  German  cities  of 
Stuttgart  and  Heilbronn,  an  extraor- 
dinary new  telephone  system,  in 
operation  within  the  public  network 
is  being  evaluated. 

It's  called  System  12™-and 
the  Deutsche  Bundespost,  the 
German  telephone  administration, 
s  looking  to  it  to  meet  their  needs 
far  into  the  future. 

Germany  is  the  latest  in  the  list 
of  countries  to  recognize  the 
advantages  of  System  12  (Belgium 
and  Mexico  have  trial  systems  in 
operation).  To  date,  over  2,250,000 
equivalent  lines  are  on  order  or 
installed  in  countries  around  the 
world. 

What  makes  System  12  so 
remarkable— besides  the  fact  that 
it's  fully  digital— is  a  radical,  new 
design  called  fully  distributed  con- 
trol, that  allows  the  telephone  net- 
work to  grow  or  change  almost 
without  limit. 

This  unique  design  was  devel- 
oped by  a  brilliant  group  of  engi- 
neers from  nine  countries.  The  kind 
of  people  who  can  make  a  com- 
pany a  very  sound  investment. 

The  company  they  work  for7 
ITT.  International  Telephone  and 
Telegraph  Corporation. 

At  ITT,  we're  investing  in 
the  future.  c 

What  are 
you  investing  in? 
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85  basis  points  to  about  25. 

All  of  which  means  that  the  pen- 
sion funds,  the  last  major  untapped 
source  of  money  for  the  conven- 
tional mortgage  market,  are  finally 
starting  to  get  tapped.  The  public 
pension  funds,  those  for  employees 
of  states  and  municipalities,  are 
easier  to  tap  because  they  are  more 
fixed-income  oriented  and  feel  un- 
der a  certain  obligation  to  make 
"socially  aware"  investments.  They 
are  no  small  potatoes:  about  $250 
billion  in  total  funds  and  more  to 
come.  But  the  much  larger  private 
pension  funds,  some  $750  billion, 
are  more  equity  oriented  and  feel 
little  social  obligation. 

Helping  pave  the  way  for  pension 
money  in  May  were  new  Department 
of  Labor  regulations  that  cleared  a 
misunderstanding  about  the  Employ- 
ee Retirement  Income  Security  Act. 
"ERISA  had  appeared  to  make  mort- 
gage-backed securities  like  FNMA's 
and  certain  others'  impermissible  in- 
vestments," says  Klink.  Now  ERISA 
regulations  clearly  include  them. 

With  that  roadblock  out  of  the  way, 
Klink  is  exploring  the  needs  of  his 
new  market.  HUD  has  been  sponsor- 
ing a  series  of  conferences,  inviting 
pension  funds  like  GM,  Monsanto 
and  American  Airlines  to  come  hear 
the  word  and  ask  questions  about 
investing  in  mortgage-backed  securi- 
ties like  FNMA  and  others.  Their 
major  complaint,  says  Klink,  is, 
"How  do  we  deal  with  all  this  money 
that  comes  back  to  us  every  month  in 
the  form  of  principal  and  interest? 
We're  used  to  getting  interest  every 
six  months  on  bonds." 

So  FNMA  is  attempting  to  design  a 
mortgage-backed  security  to  look  like 
a  bond.  But  that's  not  so  simple.  Ac- 
cording to  current  law,  if  pension 
funds  receive  mortgage  payments, 
say,  every  six  months,  that  would  be 
taxable  income.  Since  pension  funds 
aren't  taxable,  they  must  receive  pay- 
ments as  they  come  in.  Overcoming 
that  stumbling  block  will  probably 
require  legislation. 

Other  needs  of  these  rich,  numer- 
ous customers,  however,  are  easier  to 
fulfill.  Some  want  securities  with  ma- 
turities shorter  than  30  years,  others 
want  variable  interest  rates,  and 
FNMA  has  lots  of  shorter-payoff 
mortgages  and  adjustable-rate  mort- 
gages in  its  $70  billion  portfolio.  So 
every  few  months  Klink  picks  up  an- 
other convert  among  the  private  pen- 
sions. "Encouraging,"  he  says. 

All  this  is  also  good  for  FNMA, 
which  gets  a  0.25%  fee  for  underwrit- 
ing and  guaranteeing  the  mortgage- 
backed  securities.  It's  good  for  the 


housing  industry,  too.  FNMA  also  aids 
savings  and  loan  liquidity  by  packag- 
ing mortgage-backed  securities  for 
S&Ls,  which,  unlike  mortgages  them- 
selves, can  be  used  as  collateral  for 
loans.  Or  the  S&Ls  can  sell  them.  Last 
year  alone  FNMA  packaged  more  than 
$8.3  billion  of  these  swaps. 

FNMA's  job  has  been  rough  during 
the  past  few  years.  Its  earnings  have 
been  devastated  by  high  interest  rates. 
Its  mandate  from  Congress  essential- 
ly requires  it  to  purchase  huge  quanti- 
ties of  mortgages  during  tight  money 
periods.  It  borrows  short  term  to  fi- 
nance this  inventory.  Until  recently, 
short-term  rates  have  tended  to  ex- 
ceed long-term  rates,  leaving  FNMA 
in  the  hole.  During  the  last  year  alone 
FNMA  lost  over  $190  million,  $3.22  a 


By  Jeff  Blyskal 

How  we  react  to  hard  times  is 
one  of  those  American  traits 
that  make  foreigners  shake 
their  heads  with  amused  smiles.  "We 
went  into  business  in  1923,"  recalls 
Sidney  Friedberg,  chairman  of  Balti- 
more's Fair  Lanes  Inc.,  which  operates 
89  bowling  centers  in  21  states.  "Our 
best  year  [at  that  time]  was  1931!" 

Things  have  not  changed  much  in 
50  years.  This  year,  in  the  midst  of 
severe  recession,  bowling  linage — in- 
dustry jargon  for  the  number  of  games 
played — declined  less  than  1%.  Some 
70  million  Americans  plunked  down 
$2  billion,  virtually  unchanged  from 
1981,  to  bowl  more  than  1.7  billion 
games.  And  that  dollar  figure  doesn't 
include  additional  revenues  from 
beer,  cigarettes  and  snacks  that  most 
bowling  alleys  also  rake  in  from  cap- 
tive customers. 

September  linage,  year-to-year,  was 
off  about  4%,  but  the  revenue  side  of 


share;  at  that  rate  its  capital,  about 
$1.2  billion,  wouldn't  last  long. 
Losses  will  be  down  this  year — at  the 
third-quarter  mark  of  $99.2  million — 
but  will  remain  substantial. 

Right  now,  interest  rates  are  headed 
down  and  FNMA  should  make  money 
again  soon.  But  a  prudent  manager  has 
to  think  about  the  possibility  of  high- 
altitude  interest  rates  again,  a  few 
years  hence.  The  ability  to  earn  fees 
from  marketing  mortgage-backed  se- 
curities and  swaps  will  come  in  very 
handy.  Thanks  to  the  recent  decline 
in  rates  and  to  FNMA's  new  sources 
of  fee  income — which  will  be  $30  mil- 
lion this  year  alone — its  long-de- 
pressed stock  has  turned  around.  It 
has  climbed  from  7'/s  to  as  high  as 
27V4  this  year.  ■ 


the  business  has  been  "holding  up 
rather  well,  despite  some  regional 
weakness,"  says  Vladimir  Wapensky, 
executive  director  of  the  4,200-mem- 
ber  Bowling  Proprietors  Association 
of  America.  Tenpin  income  at  Bruns- 
wick Corp.,  which  operates  250  cen- 
ters, mostly  in  the  U.S.  and  Canada,  is 
steady.  AMF's  bowling  center  and 
products  division,  13%  of  revenues,  is 
bolstering  that  company's  income 
statement:  In  1981  it  contributed  25 
cents  of  every  earnings  dollar,  slightly 
more  to  first-half  1982  net. 

Friedberg's  $72  million  (sales)  Fair 
Lanes — which  trades  over-the- 
counter — has  probably  done  the  best 
of  all  in  this  fragmented  industry  in 
which  chains  own  approximately 
15%  of  the  business.  For  the  fiscal 
year  ended  in  June,  Fair  Lanes'  bowl- 
ing revenues  advanced  44% ;  earnings 
were  up  13.7%,  generating  a  19%  re- 
turn on  equity.  And  in  the  September 
quarter,  traditionally  the  slowest 
time  of  the  year  for  Fair  Lanes,  earn- 


How  some  smart  operators  make  money  in 
a  business  even  recession  can 't  hurt. 


Steady 
bowler 
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INTEREST. 

FACTORY-TO-DEALER 
FINANCING  MAY  LET  YOU  LEASE 
THE  HIGHEST  QUALITY* 
LUXURY  CARS  BUILT 
IN  AMERICA  FOR  LESS. 

Thanks  to  a  factory-sponsored  program,  participating  Lincoln-Mercury  Dealers  get 
an  unusually  low  9.9%  interest  rate  on  leased  luxury  cars. 

It  means  you  may  get  lower  lease  rates  over  36  or  48  months  on  any  new  1983 
Lincoln,  Continental  or  Mark  VI. 

For  additional  details  and  the  name  of  the  participating  Lincoln-Mercury 
Dealer  nearest  you,  call  toll-free  1-800-421-1933  (1-800-382-0424  in 
Michigan).  Then  see  your  Dealer  soon.  Because  this  is  a  limited 
time  offer,  and  you  don't  want  to  miss  out  on  these  great 
pass-along  savings  for  luxury  lease 
customers. 


Based  upon  a  Ford  Motor  Company  survey  of  nearly 
9,000  competitive  and  Ford  1982  new  car  owners 
measuring  things  gone  wrong. 

Get  it  together- buckle  up. 


LINCOLN.  THE  LEADER. 


Tlie  archetypal  bowlers:  Fred  Flintstone  and  Barney  Rubble 

For  the  bowling  business,  despite  recession,  Yabba-dabbadooo! 


ings  were  up  70% . 

The  reason  can  be  found  in  bowl- 
ing's fundamentals. 

There  are  almost  10  million  hard- 
core bowlers  in  the  U.S.  They  are 
members  of  church,  company  and  lo- 
cal bowling  leagues  who  play  at  least 
once  a  week,  every  week,  for  six 
months,  from  Labor  Day  through 
spring.  A  large  part  of  Fair  Lanes'  busi- 
ness is  thus  guaranteed  by  league  con- 
tracts that  reserve  lanes  for  specific 
time  periods.  "Where  else  can  you  get 
100  to  200  people  in  a  church  or  a 
community  group  together  on  one 
floor  and  give  them  exercise,  competi- 
tion, recreation,  sociability  and  even 
romance  at  a  cost  to  each  of  about  $3 
to  $4?"  asks  Friedberg. 

Roger  Tessman,  executive  secretary 
of  the  4.7-million-member  American 
Bowling  Congress,  agrees  that  a  num- 
ber of  factors  make  the  sport  attrac- 
tive. "The  cost  and  a  player's  over- 
head are  minimal,  the  bowling  center 
is  right  in  the  neighborhood,  so  you 
don't  have  to  go  far  to  get  there,  and  it 
is  a  competitive  social  sport." 

That's  why  there  are  some  60  mil- 
lion more  people  who  bowl  casually 
about  eight  times  per  year,  according 
to  the  National  Bowling  Council. 
They  are  mostly  young  (18  to  49 
years  old)  and  earn  a  median  family 
income  of  almost  $20,000  a  year. 
They  represent  roughly  one-fourth  of 
bowling's  volume,  so  the  slight  de- 
cline of  "walk-in"  business  in  the 
recession  has  done  little  to  hurt  the 
industry. 

Real  bowlers  are  an  avid  bunch: 
A.C.  Nielsen  even  calls  it  the  nation's 
number  one  indoor  participation 
sport.  However  that  may  be,  over  17 
million  viewers  do  tune  in  each  Satur- 
day afternoon  to  ABC's  two-decades- 
old  Professional  Bowlers  Tour  "It  has 
consistently  been  among  the  top-rat- 
ed weekend  sports  programs  on  TV," 
says  ABC  Sports  Senior  Vice  Presi- 
dent Jim  Spence. 

Meanwhile,  the  bowling  alley  is  a 
capital-intensive  business,  but  once  it 
has  brought  in  enough  bowlers  to 
meet  fixed  costs — roughly  8,500 
games  per  lane  per  year — the  rest  is 
mostly  gravy.  Friedberg,  whose  lanes 
average  slightly  fewer  than  11,000 
games  per  year,  says  that  once  fixed 
costs  are  met,  Fair  Lanes  brings  70% 
of  revenues  down  to  pretax  earnings. 

Fair  Lanes'  management — Fried- 
berg and  his  sister  together  own  about 
50%  of  the  stock — is  considered 
among  the  best  in  the  industry.  For 
example,  in  the  late  Sixties,  Friedberg 
and  President  Walter  Hall  shrewdly 
started  monitoring  a  bowling  boom  in 
Japan  that  created  a  tremendous  over- 


supply  of  bowling  centers.  When  the 
boom  collapsed  in  1973,  Fair  Lanes 
snapped  up  more  than  1,000  lanes  of 
bowling  equipment,  including  the 
flooring  and  automatic  pinsetters  and 
ball  returns,  at  considerably  less  than 
a  quarter  of  the  $20,000  or  so  it  costs 
to  buy  a  single  new  lane  today.  That's 
why  Fair  Lanes  is  still  building  new 
centers,  from  inventoried  equipment, 
while  everyone  else  is  on  hold  be- 
cause of  high  interest  rates  and  high 
equipment  prices. 

Beyond  that,  the  business  is  throw- 
ing off  so  much  cash  that  Friedberg 
has  diversified  into  other  areas:  fast 
food,  with  a  Maryland  chain,  En- 
glish's Family  Restaurants;  real  es- 
tate, with  a  47%  interest  in  publicly 
held  BTR  Realty;  and  weather  ser- 
vices, with  a  half-interest  in  recently 
formed  Environmental  Satellite  Data, 
which  uses  computer  enhancement 
and  coloring  techniques  on  those 
shadowy  black-and-white  satellite 
weather  pictures  you  usually  see  on 
the  local  TV  news.  ESD  is  already 
selling  the  service  to  some  100  TV 
stations  across  the  country,  including 


ABC  in  New  York,  KRON  in  San 
Francisco  and  KNXT  in  Los  Angeles. 

Now  75-year-old  Friedberg,  a  gener- 
ally soft-spoken  gentleman  who  likes 
Brach's  sour  ball  candies,  is  making 
his  biggest  move  yet  in  bowling.  In 
August  he  acquired  a  5.1%  interest  in 
Brunswick,  probably  with  the  inten- 
tion of  boosting  that  to  10%  and  then 
swapping  the  $27  million  in  stock  (at 
current  prices)  for  Illinois-based 
Brunswick's  $62  million  in  bowling 
center  assets.  A  Brunswick  spokes- 
man says  that  deal  is  ridiculous,  but 
he  would  not  rule  out  any  sale  "with  a 
fair  price."  Friedberg  says  he  has  al- 
ready made  an  offer.  But  if  he  doesn't 
get  what  he  wants,  industry  observers 
expect  Friedberg  to  team  up  with  a 
potential  Brunswick  acquisitor  not 
interested  in  the  bowling  business. 

Meanwhile,  Friedberg's  cash  regis- 
ter will  keep  ringing.  Even  out-of- 
work  Detroiters  still  allocate  part  of 
their  unemployment  pay  to  a  weekly 
visit  with  the  tenpins.  "I  wish  I  had  a 
nickel  for  every  relief  check  I  cashed 
during  the  Great  Depression,"  says 
Friedberg.  ■ 
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Nobody  treats  business  better 


By  Gene  Tharpe 

Georgia  is  proving  today  the  truth 
of  the  age-old  maxim:  One  is  known 
by  the  company  one  keeps.  And  Geor- 
gia is  fast  becoming  home  and  friend 
to  many  national  and  international 
companies. 

Corporate  executives,  industrialists, 
businessmen  and  entrepreneurs  have 
discovered  that  Georgia  wants  them  to 
come  South,  and  is  eager  to  assist  them 
at  great  length  in  locating  or  expanding 
facilities  in  the  state. 

And  once  they  set  up  operations  in 
Georgia,  they've  found  out  something 
else  very  important:  Georgians  keep 
promises  and  continue  to  help  sustain 
businesses  and  solve  their  problems 
once  they  establish  in  the  state. 

Georgia  offers  a  wealth  of  business 
opportunities.  The  state  sits  in  the  midst 
of  the  rapidly  growing  Sun  Belt,  which 
has  outgrown  the  nation  during  the  past 
decade  in  several  major  economic  indi- 
cators. The  nine-state  Southeast  region 
boasts  a  population  of  44  million,  an 
increase  of  19  percent  during  the 
1970- 1980  decade,  more  than  half 


again  faster  than  the  12  percent  gain  of 
the  nation.  Personal  income,  employ- 
ment and  retail  sales  in  the  Southeast 
also  far  outpaced  the  nation's  average. 
And  from  Georgia,  this  booming  Sun 
Belt  market  is  within  quick  and  easy 
range. 

Georgia  wants  to  share  a  good  thing 
with  you,  and  we  offer  resources  and 
institutions  that  are  conducive  to  expan- 
sion and  growth— sound,  progressive 
state  government;  stable  and  equitable 
tax  structure;  superb  transportation  and 
communications  systems;  steady, 
dependable  workers  who  believe  they 
should  earn  their  pay;  a  favorable  year- 
round  climate  and  the  natural,  financial 
and  legal  resources  needed  for  strong 
business  operations. 

Work  isn't  all  there  is  to  life,  and  you 
will  find  much,  much  more  in  Georgia 
than  just  great  working  conditions. 
"Places  Rated  Almanac,"  recently  pub- 
lished by  Rand  McNally  &  Co.,  rated 
metro  Atlanta  as  the  best  major  city  in 
the  nation  to  live,  buy  a  home,  have  fun, 
learn,  and  bring  up  a  family.  This  happy, 
quality  lifestyle  extends  throughout 
Georgia's  numerous  smaller  cities  and 


communities. 

But  the  prime  attraction  that  Georg 
offers  is  a  positive  attitude  toward  busii 
ness.  State  and  local  officials,  business 
leaders  and  citizens  are  advocates  of 
economic  growth.  They  are  happy  to 
prove  nobody  treats  business  better 
than  Georgia. 


Atlanta  is  the  business  center  of  the  Southeast. 


You  should  know  what  Robert 
Floweree,  chief  executive  officer  of 
Georgia-Pacific  Corp.,  knows.  He  ovenj 
saw  the  move  of  the  nation's  largest 
forest  products  company  (over  $5  bil-| 
lion  in  sales)  from  Portland,  Ore.  to  itsjf 
52-story  tower  in  downtown  Atlanta. 
The  move  involved  500  employees. 

"Atlanta  and  Georgia  were  naturals 
for  us"  says  Mr.  Floweree.  Our  compaj 
is  worldwide  and  our  people  travel  al 
the  time.  The  wonderful  air  service  an* 
communications  and  the  geographic 
location  are  great  for  us.  And  you 
couldn't  ask  for  more  cooperation  ano 
open-hearted  attitude  from  state  and 
local  government  officials,  and  the 
friendliness  of  these  people  toward  us 

You  should  know  what  O.  Larry 
Comer,  president  and  chairman  of 
Metalux  Corp.,  a  manufacturer  of  corr 
mercial  and  industrial  lighting  fixtures 
Americus,  knows. 

"The  opportunity  for  profit  is  here  in 
Georgia.  The  state  has  a  'can-do'  atti- 
tude and  the  work  ethic  is  still  alive  in 
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Nobody  treats  business  better 


the  urban  and  rural  areas;'  says  Mr. 
Comer,  who  was  named  national  Small- 
Business  Man  of  the  Year  in  1977.  "We 
have  excellent  attitude  and  attendance 
from  our  employees  and  we  have  800 
of  them  from  all  backgrounds!' 

You  should  know  what  Grady  Jack- 
son, a  vice  president  of  Oxford  Indus- 
tries, a  major  apparel  manufacturer  with 
several  plants  in  Georgia,  knows. 

"The  development  authorities  and 
the  local  city  officials  want  industry, 
fhey  will  work  with  you  and  do  what- 
ever they  possibly  can,  in  locating  a 
plant  and  recruiting  people.  They  work 
awfully  hard  to  help  youj'  he  says. 


Georgia  continues  to  attract  major  corporate  head- 
quarters like  Georgia-Pacific  Corporation. 

Positive  Attitude 

The  past  decade— including  the 
eight-year  term  of  Gov.  George  Busbee 
—has  witnessed  unprecedented  growth 
in  Georgia.  Since  1974,  the  state's  pop- 
ulation has  risen  from  4.9  million  to  5.6 
million.  Per  capita  income  has  jumped 
from  $4,753  to  $9,350.  The  gross 
state  product  has  more  than  doubled 
from  $29.6  billion  to  $68  billion. 

Georgia's  dramatic  economic 


Governor  George  Busbee  welcomes  Kimberly-  Clark  Corporation  to  Georgia. 


growth  is  reflected  by  numerous  other 
upward-bound  statistics.  During  the  last 
eight  years,  manufacturing  firms  con- 
structed or  announced  plans  for  new 
plants  that  represented  more  than  $8 
billion  in  capital  investment  and  pro- 
vided almost  144,000  new  jobs.  This 
includes  both  new  firms  and  those 
already  existing  in  the  state.  And,  thanks 
largely  to  aggressive  recruiting  efforts, 
approximately  10  percent  of  both  capi- 
tal investment  and  new  jobs  are  from 
foreign-owned  companies. 

Manufacturing  growth  is  the  basic 
core,  but  Georgia's  lifestyle  and  "busi- 
ness style"  are  attracting  numerous 
other  businesses.  Of  the  Fortune  500 
companies,  440  have  district,  regional 
or  national  offices  or  headquarters  in 
Georgia.  National  and  international 
non-manufacturing  firms  — high  tech- 
nology, sales,  service,  distribution, 
banks,  developers,  airlines  and  inves- 
tors— have  invested  millions  in  the  state. 

These  industries  and  businesses  are 
moving  to  Georgia  partly  because  they 
have  discovered  the  state's  extensive 
resources  and  institutions.  But  they 
have  also  discovered  the  positive  atti- 
tude that  exists  for  workers  and  state 


officials  alike. 

Georgia's  economic  growth  has 
quadrupled  in  just  30  years,  but  a  larg 
segment  of  that  rapid  growth  has  corr 
in  the  past  decade  because  the  state 
government  made  the  innovative 
changes  needed  to  help  spur  develop 
ment.  State  officials— with  Gov.  Busbe 
in  the  forefront — recognized  the  man} 
difficulties  faced  by  business  and 
responded  with  progressive,  responsi 
ble  policies.  Ranking  high  on  this  list  o 
policies  are  Georgia's  "one-stop"  envi 
ronmental  permitting  procedure;  the 
vocational-technical  "Quick  Start"  pro 
gram;  freeport  tax  incentives  and  right 
to-work  legislation.  The  governor  and 
legislature  have  also  acted  in  recent 
years  to  adopt  laws  and  policies  which 
attracted  greatly  increased  banking, 
trade  and  international  air  routes  to 
Georgia.  Newly-elected  Gov.  Joe  Fran 
Harris  has  pledged  to  continue  and 
strengthen  Georgia's  economic 
progress. 

"We  go  into  many  cities  and  states,' 
says  David  Garrett,  president  and  chiel 
executive  officer  of  Georgia-based 
Delta  Air  Lines,  the  nation's  fourth  largj 
est  airline.  "When  you  go  into  a  place 


The  Future's 
Getting  Started 
Right  Now  In 
Georgia. 

The  business  success  stories 
of  the  future  are  shaping  up 
in  Georgia  right  now.  All  of 
the  elements  for  spectacular 
growth  are  here,  and  a  lot 
of  farsighted  companies  are 
taking  advantage  of  them. 

Southern  Bell  has  been 
helping  new  businesses  get 
started  in  Georgia  for  over 
100  years.  By  anticipating 
the  needs  of  the  future  and 
providing  telecommunica- 
tions services  to  meet  those 
needs,  we've  helped  make 
Georgia  the  communica- 
tions center  of  the  Sunbelt. 
Our  systems  and  products 
are  engineered  to  adapt 
to  growth  and  changing 
technology  from  the  day 
they're  installed. 

Find  out  what  the 
opportunities  in  Georgia 
can  do  for  your  company 
We're  ready  to  help  any  way 
we  can.  With  information 
and  with  telecommunica- 
tions systems  that  can  help 
you  be  a  successful  part 
of  the  great  future  we're 
building  here. 


Southern  Bell 


Nobody  treats  business  better. 


you  can  tell  almost  within  an  hour  if  that 
place  is  a  going  part  of  the  country  or 
just  staggering  along.  Georgia  is  really 
on  the  move.  The  state  people  want  to 
do  what  you  need,  and  are  cooperative 
and  positive  in  asking  what  they  can  do 
to  assist  you." 

"Everyone  loves  you  and  tells  you 
about  all  the  good  things  when  you  are 
seeking  a  new  site,"  says,  James  G. 
Grosklaus  senior  staff  vice  president  of 
Kimberly-Clark  Corp.  "But  Georgia  offi- 
cials were  just  as  responsive  to  us  after 
we  got  here  as  they  were  before.  Things 
they  said  they  were  going  to  do  they  did. 
Things  they  said  would  happen  have 
happened."  Kimberly-Clark  recently 
moved  the  headquarters  of  three  of  its 
business  groups  into  a  $35  million 
office-research-development- 
engineering  complex  in  Roswell,  with 
600  employees. 

All  of  Georgia's  communities- 
Columbus,  Savannah,  Macon,  Albany, 
Rome,  Valdosta,  Brunswick,  Athens, 
Waycross,  Tifton,  Cartersville,  Augusta, 
Dalton,  Carollton,  Americus,  LaGrange, 
Gainesville  and  others— have  shared 
greatly  in  the  state's  economic  growth. 
Pratt  &  Whitney,  for  example,  is  building 
a  $100  million  high  technology  plant  in 
Columbus,  employing  800  people,  to 
build  jet-engine  parts.  The  plant  has 
been  described  as  the  "epitome"  of 
high  technology,  with  extensive  use  of 
robots  and  computers.  People  from 
all  over  the  world"  are  expected  to  visit 
Columbus  to  study  the  plant's  opera- 
tions, according  to  a  Columbus  official. 

One-stop  for  the  Environment 

Georgia's  "one-stop"  environmental 
system  permits  one  staff  agency,  the 
Environmental  Protection  Division,  to 
work  with  communities  and  prospective 
industries  to  meet  all  environmental 
requirements,  both  state  and  federal.  In 
most  states  there  are  several  agencies 
to  contend  with.  This  procedure 
stream-lines  the  laws,  regulations  and 


planning  needed  to  carry  out  a 
balanced  environmental  protection/ 
economic  development  effort. 

"My  company  believes  in  environ- 
mental protection,  and  since  we  are  a 
printing  industry  we  do  have  potential 
pollution,"  says  Richard  Gommell,  vice 
president  and  general  manager  of  a 
recently-opened  W.  E  Hall  Printing 
plant  in  Evans.  "We  had  committed  to 
going  with  complete  pollution  controls 
prior  to  determining  our  plant's  loca- 
tion. Georgia  has  cooperated  with  us 
extremely  well,  and  has  taken  a  very 
logical  approach  in  determining  what  is 
required  and  how  it  should  be  enforced " 

This  "partnership  of  many  interests," 
as  Gov.  Busbee  calls  it,  works  speedily 
and  completely  to  achieve  a  balance 
between  growth  and  intelligent  protec- 
tion of  the  state's  natural  resources. 

With  five  major  river  systems,  plus 
several  smaller  systems,  several  large 
lake/ reservoirs,  and  strong  aquifiers  in 
the  central  and  southern  parts  of  the 
state,  water  is  one  of  Georgia's  most 
valuable  resources.  Water-using  indus- 
tries in  Georgia  benefit  from  assign- 
ment of  surface  and  ground  water,  with 
assurance  that  other  industries  or  local 
governments  may  not  encroach  on 
their  own  assigned  resources. 

The  Georgia  Worker:  A  Quick  Start 

Georgia's  workforce  numbers  2.2 
million,  most  of  whom  are  dedicated 
and  eager  to  perform  well.  And  they 
are  highly  trainable  for  meeting  new 
empioyment  challenges.  Max  Hoover, 
chairman  of  Roper  Industries,  states, 
'The  Georgia  worker  is  stable;  treat  him 
or  her  right  and  you  will  get  a  day's  work 
for  a  day's  pay.  The  work  ethic  in  Geor- 
gia is  just  excellent."  Roper  manufac- 
tuers  appliances  and  lawn  mowers  in 
three  Georgia  plants. 

But  if  you  are  more  interested  in  the 
quality  of  a  Georgia  worker  than  his 
spirit,  look  at  the  Ford  Motor  Co.  assem- 
bly plant  in  Hapeville,  whose  workers 


are  more  productive  than  any  other 
Ford  plant  in  the  nation. 

Recognizing  the  special  needs  of 
industry,  Georgia  has  instituted  "Quic 
Start,"  operated  by  the  state  Depart- 
ment of  Education,  which  is  a  prograi 
providing  job  training  to  employees  ol 
new  and  expanding  companies.  Ther 
is  no  charge  to  the  companies  for  this 
service.  Georgia  training  coordinators 
meet  with  company  officials  to  deter- 
mine the  skills  to  be  taught,  how  they 
should  be  taught,  and  the  method  of 
selecting  trainees.  Training  is  usually 
performed  before  employment  in  a  v(j 
tech  school  near  the  plant  site.  "Quicb 
Start"  training  ensures  much  greater 
efficiency  and  productivity  from  the  n< 
employees  from  the  very  beginning. 


Georgia's  labor  pool  believes  in  productivity. 

"We  have  been  impressed  with  the 
work  force  that  we  were  able  to  hire 
through  Quick  Start.' "  says  Richard  j 
Cottrell,  industrial  engineering  manag 
in  Cleveland,  Ohio  for  TRW,  Inc.  "The 
Georgia  school  system— its  vo-tech, 
training  centers  and  colleges — are 
good  for  students  and  adults.''  TRW 
operates  five  plants  in  Georgia. 

The  Georgia  Institute  of  Technolog] 
located  in  Atlanta,  is  one  of  the  coun- 
try's leading  engineering  and  scientific 
research  centers.  Georgia  Tech  is  an 
excellent  resource  for  high  technolog; 
industry,  with  superb  research  facilitie; 
and  a  new  advanced  Microelectronics 
Research  Center.  As  Dr.  Pettit.  preside 


Coming  in  first  may 
not  be  everything,  but 

it  sure  beats  coming  in 
anyplace  else. 

At  First  Atlanta,  there  is  no  place  for  second  best. 
In  anything  we  do.  Anywhere  we  do  it. 
That's  why  all  3,800  of  our  people  have  trained 
long  and  hard  to  give  every  one  of  our  customers  not  just 
more  service,  but  better  service. 

That's  why  we  often  take  shorter  lunches  and  put 
in  longer  hours.  And  why  we  work  longer  and  try  harder 
than  the  competition. 

Because  we  want  to  continue  to  be  the  very  best 
at  what  we  do. 

No  other  bank  in  the  Southeast  can  offer  its 
corporate  customers  the  reassurance  and  the  resource- 
fulness that  First  Atlanta  can. 

So  that  no  matter  what  economic  possibilities  the 
Eighties  may  bring,  we  not  only  will  have  been  through 
them  before  but  will  know  the  best  way  to  take  advan- 
tage of  every  situation. 

For  117  years,  First  Atlanta  has  been  helping  cor- 
porations in  the  Southeast  and  throughout  the  U.S. 
come  in  First. 

Because,  quite  frankly,  we  don't  want  you  coming 
in  anyplace  else. 

Find out how  First Atlanta  can  help  your  company 
came  in  First  Call  Bill  Fan,  Executive  Vice  President,  or 
JaekDempsey,  Senior  Vice  President,  at 1-404-588-6577. 


The  First  National  Bank 
of  Atlanta 


Copyright  ©  1982,  The  First  National  Bankof  Atlanta.  Member  FDIC. 
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Why 
I'm  Glad 
I  Chose 
Georgia. 


John  B.  Amos 
lunder  and  Chairman  of  the  Board 
American  Family  Corporation 


American  Family  Corporation 

Home  Office:  Columbus,  Georgia  31999 


Because  I  chose  Columbus,  Georgia 
as  the  home  for  my  company,  I  can 
be  objective  in  my  appraisal  of  the 
state's  assets,  and  they  are  many. 

Back  in  1955,  1  knew  what  I  wanted  to  do  with 
my  life  —  start  an  insurance  company.  To  do  this  I 
needed  a  business  climate  conducive  to  launching 
and  developing  my  dream.  In  Georgia,  I  found  that 
climate,  along  with  people  receptive  to  new  ideas. 

Georgia  has  always  been  pro-business,  and  this 
attitude,  perhaps  more  than  any  other  factor,  al- 
lowed an  entrepreneur  like  me  to  build  an  idea  into 
a  multi-national  holding  company  with  assets  ap- 
proaching $1  billion. 

While  Georgia  has  always  encouraged  business, 
its  primary  concern  is  the  protection  of  its  citizens. 
We  have  found  that  strong  and  effective  state  in- 
surance regulation  engenders  public  confidence  in 
our  products,  while  allowing  vital  innovation  and 
development.  As  an  added  bonus,  the  state's 
equitable  tax  climate  made  our  route  to  success  a  lit- 
tle easier. 

Over  the  years,  American  Family  Life  has 
earned  the  support  and  loyalty  of  Georgians  as 
policyholders,  stockholders  and  employees.  Even 
today,  Georgia  and  the  South  remain  the  nucleus  of 
our  policyholder  base  because,  over  the  years,  the 
people  here  have  been  receptive  to  the  concept  of 
meeting  catastrophic  financial  needs  through  in- 
novative insurance  products  accompanied  by  fast, 
reliable  service.  During  our  early  years,  when  addi- 
tional capital  was  required  for  continued  growth, 
Georgia  investors  ventured  $12  million  in  new 
financing  for  our  fledgling  company.  About  40%  of 
our  stock  is  still  held  in  Georgia,  despite  our  growth 
into  a  national  and  international  company. 
Throughout  our  development,  the  strong  Southern 
work  ethic  has  sustained  our  home  office  support 
system.  Worker  productivity  in  Georgia  is  greater 
than  the  national  average,  and  we  have  been  able  to 
hire  dedicated  employees  who  want  to  work. 

Other  inherent  Southern  attitudes  have  con- 
tributed to  our  success.  Southern  philosophies  of 
kinship,  trust  in  a  man's  word  and  loyalty  are  as  im- 
portant half  away  around  the  world  as  they  are  here. 
This  way  of  doing  business,  has  been  crucial  to  our 
success  in  the  Japanese  market,  which  now  con- 
tributes substantially  to  our  earnings. 

These  are  just  a  few  of  the  reasons  why  1  chose 
Georgia,  and  they  all  have  a  direct  influence  on 
what  makes  any  business  a  success  —  bottom  line 
profit.  I  am  glad  I  chose  Georgia. 


Georgia. 

bbody  treats  business  better. 


Georgia  Tech,  has  explained,  "Prox- 
lity  to  a  major  research  university  is 
dispensable  to  technology  business." 
help  foster  the  growh  of  this  type  of 
jsiness,  Gov.  Busbee  recently  estab- 
hed  the  Advanced  Technology  Devel- 
)ment  Center  (ATDC)  on  campus. 
DC  will  foster  high  technology  growth 
making  the  facilities  of  Georgia  Tech 
ailable  to  private  industry. 
Other  well-known  universities 
elude  Georgia  State  and  Emory 
diversity,  with  outstanding  law  and 
isiness  programs;  the  University 
j  Georgia  and  the  Southern  Institute 

1  Technology. 

Georgia  was  among  the  first  states  to 
liact  right-to-work  laws,  and  unions 
ive  not  gained  much  momentum  in 
e  state.  Georgia's  manufacturing 
Jbrkforce  is  only  14  percent  unionized, 
bmpared  to  the  U.S.  average  of  about 
hi  percent.  For  the  past  several  years, 
hanagement  has  won  more  than  70 
h:rcent  of  the  organizing  elections 
I  :ld,  a  figure  which  leads  the  nation. 

Seeking  International  Business 

Several  years  ago  Georgia  adopted 
[  cal  option  freeport  legislation  to  ex- 
inpt  certain  manufacturing  invento- 
rs from  taxation.  More  than  one-third 
the  state's  159  counties  have  adopted 
;eport  policies,  and  the  amount  of 
emption  in  most  counties  tops  out  at 
0  percent.  There  is  also  a  33-acre 
jreign  Trade  Zone  near  the  Atlanta 
irtsfield  International  Airport  where 
mpanies  can  delay,  reduce  or  some- 
nes  eliminate  customs  duties  on 
iported  items. 

Georgia  ranks  among  the  top  five 
ates  as  a  site  for  Japanese  industry, 
le  Japanese  and  other  foreigners 
ive  come  to  Georgia  because  they 
:re  actively  sought.  The  state  Depart- 
ent  of  Industry  and  Trade  has  opened 
Fices  in  Tokyo,  Brussels  and  Toronto; 

2  Ports  Authority  operates  trade 
velopment  offices  in  Tokyo,  Bonn, 


Introducing 
the  Georgia 
Space  line. 

Tell  us  your  corporate  space  needs 
and  we'll  tell  you  what's  available. 


CODE  404  656-3575 
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When  you're  moving  to  the  fastest  growing 
region  in  the  U.S.  A.,  you  can  save  time  and 
money  by  using  the  Georgia  Space  Line. 

One  call  tells  you  about  Georgia's  inventory 
of  available  manufacturing,  distribution/ware- 
house facilities  and  office  buildings  at  rates 
you'll  find  attractive.  We'll  match  your  require- 
ments to  the  selection  of  available  buildings 
in  urban,  suburban  or  rural  communities. 

To  get  down  to  business  immediately  in  the 
Southeast,  call  Milt  Folds,  Commissioner; 
Georgia  Department  of  Industry  and  Trade  at 
(404)  656-3575.  Or  write  us  at  RO.  Box  1776, 
Dept.  FB-32;  Atlanta,  Georgia;  30301 . 


Nobody  treats  business  better. 


Your  thoughts  and  ideas  are 
the  only  things  that  separate 
you  from  the  rest  of  the  crowd. 

But  while  you're  plodding 
along  with  a  pencil,  writing 
down  one  thought  at  a  time, 
others  can  be  lost  forever. 

And  the  ideas  that  get  away, 
the  notes  that  never  get  written, 
can  make  the  difference 
between  rising  to  the  top.  Or 
being  stuck  in  the  middle. 


Thought 
Processing: 

Now,  with  a  Thought 
Processor  from  Lanier,  you  can 
capture  your  thoughts  the 
moment  they  occur. 

No  more  lost  thoughts. 

No  more  lost  opportunities. 

Lanier  Thought  Processors 
include  the  revolutionary 
Messenger.™  Just  touch  a  button 
on  the  executive  unit  on  your 
desk  and  it  activates  one  of  four 


microcassettes  in  the  unit  on 
your  secretary's  desk. 

Use  each  one  for  a  different 
subject.  You  can  organize  your 
thoughts  as  you  go  along.  And 
first  things  will  get  done  first. 

Plus,  you  can  activate  the 
Messenger  from  just  about  any 
phone  in  the  world.  So  even 
when  you're  not  in  the  office, 
you  can  get  those  important 
thoughts  off  your  mind.  And 
into  action. 


Work 


ii^rocessing. 

Once  you've  captured  your 
oughts  and  ideas,  the  Lanier 
Z-l™  Work  Processor  helps 
)ur  secretary  get  them  on 
iper  faster  than  ever  before. 
Typing  is  easy.  Changes  and 
>rrections  are  made  simply. 
No  retyping.  No  false  starts. 
Dur  thoughts  will  appear  on 
e  page  letter-perfect. 
And  because  the  EZ-1  is  a 


Work  Processor,  it's  capable  ot  a 
lot  more.  Like  processing  data 
and  even  acting  like  a  small 
business  computer. 

No  one  else  offers  you  both 
Thought  Processing  and  Work 
Processing.  From  start  to  finish, 
Lanier's  the  one  to  help  you  get 
ahead  faster. 

Send  us  this  coupon  or  call 
to  set  up  an  immediate  appoint- 
ment. (800)  241-1706  except  in 
Alaska  and  Hawaii.  In  Georgia 
call  collect  (404)  321-1244. 


1982  Lanier  Business  Products, 


Please  arrange  for  a  demonstration  of: 

□  Thought  Processing.  □  Work  Processing. 


Name 


Title 


Company 


Phone 


Business  Address 


City- 


County- 


State 


Zip 


Mail  to  Lanier  Business  Products,  Inc. 

1700  Chantilly  Drive  N.E.,  Atlanta,  G A  30324 


Nobody  treats  business  better. 


Athens  and  Hong  Kong.  Top  officials, 
including  the  Governor,  often  visit  for- 
eign nations  to  attract  investment  and 
trade  to  the  state. 


Savannah  and  Brunswick  s  deep-water  ports  offer 
the  South  Atlantic  s  largest  containerized  shipping 
facility. 

Eight  years  ago,  there  were  only  150 
foreign  offices  and  facilities  in  the  state; 
now  there  are  more  than  600.  This 
includes  180  manufacturing  plants  and 
numerous  sales,  service  and  distribu- 
tion facilities.  The  total  investment  is 
more  than  $2.3  billion  and  more  than 
41,000  persons  are  employed.  Macon, 
Augusta,  Atlanta  and  Gainesville  lead 
the  state  in  capital  investment  by  for- 
eign companies. 

Two  recent  additions  to  Georgia  — 
Mizuno  Corp.  of  Japan  and  Confedera- 
tion Life  Insurance  Co.  of  Toronto— are 
typical  of  the  foreign  business  that  has 
been  attracted.  Mizuno  is  the  worlds 
largest  general  sporting  goods  com- 
pany while  Confederation  has  $3.5  bil- 
lion in  assets.  Atlanta  hosts  U.S.  head- 
quarters for  each. 

Peter  Lloyd,  vice  president  of  Con- 


federation, is  enthusiastic  about  the 
choice.  "Eighty  percent  of  our  market  in 
the  G.S.  is  east  of  the  Mississippi  River 
and  Atlanta  sits  right  at  the  center  of  the 
market.  All  our  research  has  proven  to 
be  fact— a  high  quality,  productive  staff; 
outstanding  transportation;  reasonably 
priced  and  available  housing.  We 
received  a  tremendous  amount  of  help, 
which  continued  at  the  same  pace  after 
we  made  our  decision.  That's  important' 

Georgia  is  also  pushing  the  export 
side  of  international  business.  The  value 
of  Georgia  exports  now  approaches  $5 
billion  annually,  up  more  than  80  per- 
cent from  five  years  ago.  The  comput- 
erized Trade  Lead  Program,  an  exciting 
new  effort,  enables  state  officials  to  dis- 
tribute overseas  trade  opportunities  to 
in-state  business  and  industry.  An  esti- 
mated one-half  million  leads  will  be  dis- 
tributed in  1982— the  foremost  effort  in 
the  nation  for  potentially  high  profit 
trade  leads. 

A  Transportation  Center 

Transportation  is  vitally  important  to 
virtually  all  business.  Georgia  excels  in 
all  forms  of  transportation  in  terms  of 
availability,  quality  and  diversity. 


Atlanta's  Hartsfield  International  Airport  provides 
easy  access  to  the  world. 

Georgia  is  a  major  international  gate- 
way, with  direct  flights  to  most  of  West- 
ern Europe,  Canada,  Mexico  and  the 
Caribbean.  New  routes  are  expected 
soon  to  Europe,  Central  and  South 
America  and  the  Far  East.  The  uncom- 


mon passenger  and  freight  service 
extends  to  all  parts  of  the  nation,  as 
well,  and  even  to  communities  throuc 
out  Georgia.  There  are  daily  flights  to 
180  G.S.  cities,  of  which  137  are  non- 
stop. The  Atlanta  airport  is  already  the 
world  s  busiest  transfer  point  for  airlin 
passengers,  the  hub  of  service  for  the 
Southeast  and  much  of  the  nation.  B; 
handling  seventeen  airlines.  1700  dai 
flights,  and  40  million  passengers 
annually,  Hartsfield  International  Airpc 
is  challenging  Chicago  s  O'Hare  for  tl 
title  of  world's  busiest  airport. 

To  handle  this  great  growth,  a  $50( 
million  terminal  was  completed  in  191 
to  make  the  airport  the  world's  largest 
complex  of  its  type.  It  is  now  capable 
handling  55  million  passengers  annu 
ally,  with  expansion  capability  of  75  rr 
lion.  Three  major  runways  (a  fourth  is 
on  the  way)  provide  almost  constant 
simultaneous  takeoffs  and  landings. 
And  because  of  the  typically  fine 
weather,  winter  slowdowns  or  stop- 
pages are  rare. 

Rail,  Truck,  Ship 

Two  major  rail  systems  — Norfolk 
Southern  Inc.  and  CSX  Corp.  and  the 
operating  subsidiaries  —  run  througho 
Georgia  with  5,500  miles  of  main  and 
branch  line  track.  Expedited  piggy-ba 
rail  service  is  offered  to  many  com 
munities.  With  the  railroad's  single-lin 
systems,  fast  rail  transportation  is  pro) 
vided  from  Georgia  to  major  consum) 
markets. 

Motor  carrier  service  is  offered 
throughout  Georgia  into  every  county 
and  community.  There  are  24  Class-/ 
motor  carriers  in  the  state,  with  hun- 
dreds more  specialized  commodity  c 
riers,  contract  haulers  and  irregulai- 
route  carriers  operating  in  the  state. 

For  industries  needing  internation. 
shipping  or  domestic  coastal  shippin; 
they  will  find  that  Georgia  s  deep-wate 
ports  at  Savannah  and  Brunswick  are 
unsurpassed  on  the  South  Atlantic  se| 


uonsmermg 
a  new  facility? 
We've  got  the 
book  on  cost. 

Free  from 

Georgia 

Power. 
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Cost  data 
on  industrial 
buildings 
in  Georgia 

Georgia  Power 


PREPARED  BY  INDUSTRIAL  DEVELOPMENT  DEPARTMENT  OF  QIORQIA  E*OtNXR  COMPANV  -  KOHTltNTH  tOITIOH 


68  pages.  Photos  of  32  recently  completed  buildings,  occupied  by  leading  manufacturers.  Includes  unit  costs,  total 
cost,  special  features.  Sent  free  to  rated  manufacturers.  For  your  copy,  write  on  your  letterhead  to  C.  Britt  Waters, 
C.I.D.,  Business  Development  Manager,  Industrial  Development  Department,  Georgia  Power  Company,  P.O.  Box  4545U, 
Atlanta,  GA  30302.  We've  got  the  numbers! 


Georgia  Power 


Nobody  treats  business  better. 


Georgia's  extensive  rail  service  moves  goods 
rapidly  to  and  from  major  consumer  markets. 


Georgia  is  the  distribution  and  warehousing  hub  of 
the  Southeast 

board  for  volume  and  technology, 
including  the  largest  containerized 
shipping  facilities  in  the  region.  The 
state's  superb  port  facilities  are  due  in 
substantial  part  to  the  Georgia  govern- 
ment investing  $140  million  in  the  ports 
in  a  three-phase  expansion. 

Seeking  Plant  Sites 

Mr.  Cottreli  of  TRW  feels  that  Geor- 
gia's response  to  the  needs  of  business 


extends  to  details. 

"I  have  called  several  times  when  we 
considered  expanding  in  Georgia.  I  told 
them  about  specific  needs  and  gave 
them  our  parameters.  Within  days,  1  was 
provided  with  written  materials  on 
options,  locations  and  other  data.  When 
I  went  to  look,  everything  would  be 
planned  and  community  and  industrial 
leaders  were  lined  up  to  talk  to  me. 
Transportation  would  be  ready  and  keys 
to  the  building  were  ready  so  that  time 
was  used  efficiently. 

"Georgia  officials  are  professional, 
results-oriented  and  timely." 


Favorable  building  costs,  qualified  available 
labor,  and  moderate  climate  spur  commercial 
construction. 

In  trade  and  development,  the  state 
stands  ready  to  help  any  company 
seeking  an  expansion  site.  The  cham- 
bers of  commerce,  railroads,  utilities, 
public  and  private  developers  are 
brought  into  play.  Guided  evaluations  of 
sites  are  provided  without  cost  or 
obligation,  along  with  special  studies, 
market  and  technical  information. 


Building  costs  are  lower  in  Georgia 
than  many  other  regions,  aided  by 
lower  property  costs,  wages  and  fewer 
construction  delays  caused  by  the 
weather.  Financing  is  available  from 
many  sources.  Three  of  the  top  100 
banks  in  the  U.S.  are  based  in  Atlanta. 
In  other  cities,  smaller,  more  aggressiv 
banks  are  eager  to  serve.  Qualified 
companies  can  turn  to  industrial  reve- 
nue bonds,  a  prime  source  of  lending 
that  can  help  to  reduce  building  costs 

As  a  final  consideration,  Georgia's 
living  costs  run  considerably  below  th« 
North,  Midwest  and  West.  A  recent  sur 
vey  in  comparative  metropolitan  living 
costs  states  that,  compared  to  a  base 
average  of  100,  Atlanta  rates  a  91. 
Executives  often  find  their  take-home 
pay  boosted  by  as  much  as  10  perceni 
because  of  the  savings  in  living 
expenses.  Operating  costs  are  often 
comparably  reduced. 

You  Should  Know  More 

The  list  can  go  on  and  on,  but  the 
message  should  be  clear  by  now.  You 
should  know  what  the  executives  of 
Georgia-Pacific;  Kimberly-Clark;  Pratt 
&  Whitney;  CBS  Records;  Roper  Indus 
tries;  Coats  &  Clark;  WF  Hall  Printing; 
Gulfstream  American;  Metalux  Corp.; 
Lanier  Business  Products;  Coca-Cola 
Co.;  Confederation  Life  Insurance;  Wesi 
ern  Electric;  Rockwell  International; 
Delta  Air  Lines;  Brown  &  Williamson 
Co.;  Continental  Telecom;  Scientific-At- 
lanta; Panasonic;  Digital  Communica- 
tions; NCR;  Oxford  Industries;  TRW; 
Miller  Brewing;  Pabst  Brewing;  Americe 
Can;  WR.  Grace;  Warner-Lambert;  Reli 
ance  Electric;  Monsanto;  E.I.  du  Pont; 
Borden's;  Aluminum  Company  of  Ame 
ica;  YKK  Inc.;  Westinghouse  Electric; 
Procter  and  Gamble;  Milliken  and  Co.; 
Herman  Miller;  Carbide  Products;  Dairj 
men  Inc.;  Columbia  Nitrogen  Corp.  an« 
many  more  already  know. 

Nobody  treats  business  better  than 
Georgia.  ■  ■  ■ 


A  n  Insider's  Guide 


What  to  Do,Whom  to  Call,  and 
Where  to  Go  for  Help  If  Ifou're 
Looking  Into  Georgia 


We'd  like  you  to  call  on  us. 

As  the  largest  corporate  bank  in  the  state,  Citizens  and  Southern  has  worked  with  hundreds  of 
companies  new  to  the  region. 

We've  also  worked  with  dozens  of  facility  planning  professionals  in  all  parts  of  the  country. 

We've  helped  their  companies  locate  new  plants.  We  have  financed  their  growth  with  innovative 
credit  programs.  We've  helped  make  their  money  work  harder  with  improved  cash  management  systems. 

We  have  even  assisted  with  regional  and  international  development.  We've  taken  care  of  all  their 
corporate  banking  needs.  We  want  to  do  the  same  for  you. 

As  a  newcomer  to  Georgia,  you'll  find  plenty  of  office  and  manufacturing  space  in  prime  loca- 
tions, abundant  energy,  a  stable  tax  structure  and  co-operative  state  and  local  governments. 

You'll  discover  a  workforce  that's  among  the  best  in  the  country  for  learning  new  skills  and 
working  productively. 

You'll  also  have  access  to  deep  water  ports,  dependable  truck  and  rail  transportation,  and  the 
most  efficient  air  terminal  in  the  country. 

Best  of  all,  you  can  depend  on  C&S  for  complete  help  before  those  important  decisions  are  made. 
As  industrial  development  professionals,  we  have  more  than  30  years  experience. 
Our  service  is  comprehensive, 
confidential  and  personal. 

And  since  we're  located  throughout 
the  state,  we  represent  all  of  Georgia. 

For  more  details  (and  no  obligation  at 
all)  please  call  Glenn  Cornell  or  John  James. 

The  Citizens  and 
Southern  National 
Bank,  35  Broad 
Street,  Atlanta, 
Georgia  30399.  Tele- 
phone (404)  581-2121. 
Member  FDIC. 


John  James 
Executive  Vice 
President 

Corporate  Banking 


CgS 


Wfe're  here 


Look  beyond  the  trees. 

And  see  how  the  roots  we  planted 
have  grown. 


We've  come  home  to  Georgia,  to  the 
state  that  gave  us  our  beginning.  And  as  we 
look  to  the  future,  we're  very  confident  of 
what  lies  ahead. 

Confident,  because  we've  invested  over 
$3  billion  since  1977  to  increase  productivity, 
and  to  make  the  plants  and  mills  near  our 
resources  more  efficient. 

Confident,  because  75%  of  our  assets 
are  located  in  the  sunbelt  states  where  over 
70%  of  the  nation's  housing  starts  were 
recorded  in  1982. 

And  confident,  because  we're  poised  for 
growth  in  other  ways  too. 

For  example,  our  Paper  and  Chemical 
Divisions  have  grown  to  give  us  vertical 
integration  and  controlled  diversity.  This 


provides  us  with  a  very  unique  structure. 
One  that  allows  all  three  product  groups  to 
be  independent,  yet  cost  efficient  since  they 
use  each  other's  products  and  by-products 
for  raw  materials  or  feedstocks. 

Today's  G-P  is  an  industry  leader.  An 
innovator  with  everything  in  place  to  continue 
our  extraordinary  growth.  And  you  can  begin 
to  see  just  how  far,  when  you  look  beyond  the 
trees. 

We're  oil,  gas,  coal,  gypsum,  timber. 
And  the  skill  to  manage  them. 


Georgia-fecific 

The  Growth  Company 


McDonnell  Douglas  Corp.  may  just  have 
changed  the  international  aircraft  game. 


Sandy's 
gamble 


By  Howard  Banks 


It's  been  a  cliff  hanger,"  says 
McDonnell  Douglas  Corp.  Chair- 
man Sanford  (Sandy)  McDonnell. 
That  may  be  putting  it  mildly.  The 
corporation's  July  board  meeting  was 
told  that  the  company's  massive  Long 
Beach,  Calif,  plant  had  no  airline  or- 
ders for  the  DC- 10  widebody  and, 
after  March  1983,  no  orders  for  the 


stretched,  140-seat  DC-9-80.  Worse, 
there  were  1 7  planes  of  the  latest  ver- 
sion of  the  DC-9  built  or  half-built 
with  no  customers — "white  tails"  in 
aviation  parlance  because  they  have 
no  airline  logos  painted  on  their  fins. 

The  January  1983  board  meeting, 
slated  to  make  a  decision  about  when 
to  start  closing  Long  Beach,  was  to 
have  been  "a  pretty  dismal  affair," 
says  McDonnell,  nephew  of  the  late 


Sandy  McDonnell  (right)  with  then-Prune  Minister  Giovanni  Spadolini  of  Italy 
At  some  risk,  putting  to  rest  rumors  about  quitting  commercial  air. 


James  S.  (Old  Mac)  McDonnell,  the 
company's  founder.  But  Sandy  Mc- 
Donnell refused  to  write  finis  to  his 
$7.4  billion  (revenues)  company's  15- 
year  adventure  in  civil  aviation.  He 
made  a  daring  move  that  already  has 
folks  at  McDonnell  Douglas'  St.  Louis 
headquarters  talking  about  increasing 
production  of  the  DC-9-80  and  even  of 
possibly  revamping  the  much-trou- 
bled DC- 10.  He  also  accepted  the 
probability  of  a  damper  on  McDon- 
nell earnings  for  the  next  three  years. 

McDonnell,  60,  is  an  economist 
from  Princeton  with  engineering  de- 
grees from  the  University  of  Chicago 
and  the  University  of  Washington.  He 
knew  clearly  enough  what  the  prob- 
lem was.  His  potential  customers 
were  too  broke  to  buy  his  airliners  on 
their  own  account.  So  he  thought  up 
new  ways  for  McDonnell  Douglas  to 
finance  them. 

His  first  customer,  in  October,  was 
American  Airlines,  which  has  been 
desperate  to  update  its  fleet.  Ameri- 
can's President  Robert  Crandall  had 
considered  reengining  the  airline's 
Boeing  727s.  But  McDonnell  stressed 
the  competitiveness  of  the  DC-9-80, 
which,  at  about  the  same  base  price  as 
the  727,  claims  a  20%  cost  advantage 
for  each  aircraft  operating  mile. 

But  it  wasn't  operating  costs  that 
won  for  McDonnell;  it  was  financing. 
Instead  of  selling  the  planes,  McDon- 
nell offered  to  lease  them.  McDonnell 
gave  American  a  five-year  lease  on  20 
DC-9-80s,  with  the  option  of  a  13-year 
extension.  American  makes  no  down 
payment,  takes  little  future  risk.  For  a 
relatively  small  penalty,  American 
can  at  any  time,  should  circum- 
stances change,  turn  those  DC-9s 
back  to  McDonnell  Douglas  on  just 
30  days'  notice.  The  lease  payments 
are  estimated  at  around  $180,000  per 
aircraft  a  month,  but  this  is  roughly 
equal  to  what  the  interest  payments 
would  be  on  the  basic  purchase  price 
of  the  aircraft.  McDonnell  Douglas 
thus  will  carry  all  the  risk  of  owner- 
ship without  getting  any  return  for  its 
risk.  However,  the  aircraftmaker  has 
a  small  equity  kicker,  should  the  air- 
craft make  American  more  money 
than  it  anticipates.  Under  a  complex 
clause  in  the  lease  agreement,  Mc- 
Donnell will  get  a  slim  share  of  the 
profits  if  the  aircraft  attains  a  high 
rate  of  productivity.  The  deal  may  be 
a  risky  move,  but  it  keeps  McDonnell 
Douglas  in  the  business  in  which  the 
Douglas  name  was  made. 

McDonnell  is  pinning  his  hopes  on 
volume.  "We  felt  that  if  we  could  get 
into  one  major  airline  in  the  U.S.,"  he 
says,  "there  would  be  a  snowball  ef- 
fect." So  far,  it  looks  good.  Trans 
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FASTEST 
TO  THE 
ORIENT. 

FROM  MOST 
CITIES  IN 
AMERICA, 
OUR  WAY  IS 
THE  FASTEST 

42NONSTOPSA  WEEK 

Chicago  to  Tokyo. 
Seattle/Tacoma  to  Tokyo. 
Seattle /Tacoma  to  Seoul. 
Los  Angeles  to  Tokyo. 
Honolulu  to  Tokyo. 
Honolulu  to  Osaka. 
New  York  to  Tokyo. 

Our  service  doesn't 
stop  at  Tokyo.  Within  the 
Orient  we  can  fly  you 
nonstop  from  Tokyo  to 
Osaka,  Seoul,  Okinawa, 
Guam,  Taipei,  Manila 
and  Hong  Kong. 


OUR  WAY:  Working  hard.  Doing 
things  right.  To  the  Orient  for  more 
than  35  years.  That's  the 
Northwest  Orient  Way. 
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World  Airlines  followed  in  November, 
with  an  only  slightly  less  favorable 
deal  on  15  DC-9-80s.  TWA  has  a  fixed 
5-year  lease  with  a  13-year  option. 

Soon  after  that  came  Alitalia,  Italy's 
state  airline.  The  Italians  have  taken 
30  DC-9-80s,  with  an  option  on  an- 
other 10.  Aside  from  a  debate  ovef just 
how  much  subsidy  the  Export-Import 
Bank  will  make  available,  the  give- 
away on  this  deal  is  that  McDonnell 
has  agreed  to  take  back  an  equal  num- 
ber of  used  Alitalia  planes  (DC-8s, 
Boeing  727s,  DC- 10s  and  some  older 
DC-9s),  claimed  by  the  Italians  to  be 
worth  $240  million.  The  St.  Louis- 
based  company  plans  to  try  to  recover 
some  of  this  discount  by  going  into  the 
secondhand  aircraft  business. 

It  is  a  daring  way  to  do  business,  but 
it  may  give  McDonnell  the  volume  he 
needs.  For  the  DC-9-80,  the  new  sales 
fill  the  production  line  to  late  1984 
and  add  to  the  114  planes  already  sold 
to  such  airlines  as  Swissair,  Austra- 
lian Airlines  and  PSA. 

Of  these  lease  deals,  McDonnell 
says:  "In  the  early  years  we  will  lose 


McDonnell  gave  American  a 
five-year  lease  on  20 
DC-9-80s.  American  can 
turn  those  DC-9s  back  to 
McDonnell  at  30  days'  no- 
tice. McDonnell  thus  will 
carry  the  risk  of  ownership 
without  getting  any  return. 


money."  The  company  will  have  to 
raise  roughly  $450  million  to  fund 
production  and  finance  ownership  on 
the  American  and  TWA  lease  deals. 
McDonnell's  investment  will  repre- 
sent some  75%  of  the  total  needed. 
Suppliers  such  as  enginemaker  Pratt 
&  Whitney  will  put  up,  McDonnell 
says,  the  other  25%.  If  it  cannot  get 
the  market — that  is  bankers — to  par- 
ticipate in  its  leases,  McDonnell 
Douglas  will  borrow  short  term  to 
finance  them.  Happily,  its  balance 
sheet  is  relatively  clear,  with  only  $71 
million  in  long-term  debt  and  negligi- 
ble short-term  debt  currently  against 
$1.7  billion  in  stockholders'  equity. 

The  leased  planes  will  be  listed  under 
other  assets  and  depreciated,  revenues 
will  be  spread  over  time  rather  than 
being  booked,  as  is  customary,  upon 
delivery  of  aircraft.  The  higher  depreci- 
ation charges,  plus  substantial  interest 
costs,  will  tend  to  depress  earnings  for 
the  next  three  years  at  least. 

No  doubt  that,  with  his  creative 
financing,  Sandy  McDonnell  has 
made  a  risky  business  even  riskier. 
But  he  found  the  alternative  less  at- 


tractive: Closing  down  commercial 
aircraft  manufacture  at  Long  Beach 
would  have  cost  a  substantial  sum, 
dispersed  a  skilled  16,000-strong 
work  force  and  left  the  company  hold- 
ing a  then-useless  inventory  of  expen- 
sive parts  for  canceled  aircraft.  Lock- 
heed took  a  $400  million  writeoff 
when  it  announced  the  shutting  of 
commercial  aviation  last  year. 

At  any  rate,  McDonnell  Douglas 
has  put  to  rest  the  old  rumors  about 
pulling  out  of  commercial  aircraft  and 
concentrating  on  military  business. 
Meanwhile,  other  airlines  are  show- 
ing interest  in  the  company's  prod- 
ucts. Northwest  in  the  U.S.  and  KLM 
and  SAS  in  Europe  are  among  them. 
Already  moving  into  line  is  Delta  Air 
Lines,  which,  despite  recent  losses, 
could  afford  to  buy  outright  if  it 
wished.  Delta  has  been  leading  the 
pressure  on  aircraftmakers  for  an  all- 
new  150-seat  airliner.  Now  it  will 
consider  at  its  January  board  meeting 
whether  to  accept  the  DC-9-80,  an 
interim  solution  that  is  available 
now,  so  that  it  can  keep  its  operating 
costs  in  line  with  rival  carriers. 

If  Delta  comes  in,  it  could  ease 
McDonnell's  financing  burden  sub- 
stantially because  the  choice  by  three 
major  airlines  of  the  DC-9-80  (or  even 
of  a  version  of  Boeing's  737)  would 
pretty  well  foreclose  the  possibility 
that  a  new  150-seat  airplane  would  be 
built.  The  bankers  then  might  partici- 
pate in  McDonnell's  leases,  confident 
that  the  DC-9-80  would  not  become 
obsolete  within  five  years. 

Ironically,  the  greatest  short-term 
benefit  from  a  delay  of  a  new  150- 
seater  would  go  to  Boeing.  It  is  digest- 
ing the  launching  of  two  new  aircraft 
(the  767  and  757,  at  a  total  investment 
of  over  $2.5  billion)  and  did  not  want  to 
be  faced  with  having  to  launch  a  third. 
The  biggest  problems  go  to  the  Europe- 
an consortium  Airbus  Industrie,  where 
there  are  political  pressures,  especially 
from  the  French,  to  create  jobs  and 
launch  a  new  program.  The  more  air- 
lines that  take  the  DC-9-80  as  an  inter- 
im step,  the  longer  it  will  probably  be 
before  an  all-new  competitor  is 
launched,  and  that  delay  saves  every- 
body money. 

Sandy  McDonnell  is  well  aware  he  is 
paying  a  price  for  all  this.  The  former 
Douglas  Aircraft  side  of  the  corpora- 
tion has  never  made  money  since  Mc- 
Donnell acquired  it  in  1967;  its  cumu- 
lative losses  add  up  to  at  least  $450 
million.  Neither  the  DC-10  nor  the 
DC-9  program  has  made  a  genuine 
profit  on  the  investment  put  into 
them — in  the  DC-9's  case  despite  hav- 
ing sold  around  1,100.  Reason:  The 
cost  of  developing  each  new  version 
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#  Why  investors  seeking 
higher  earnings  are  opening 
a  new  kind  of  atcount. 


Investors  all  over  the  country  are  opening  Active  Assets  Accounts 
with  Dean  Witter  Reynolds  to  take  advantage  of  services  not  available  in  ordinary  brokerage 
accounts.  If  you  have  $20,000  in  cash  and/or  securities,  here  is  how  you,  too,  can  benefit: 


1.  It  puts  all  your  assets  to  work  automatically.  Your 
money  from  interest,  dividends  and  proceeds  from 
sales  of  securities  need  not  lie  idle  even  for  a  day. 
Over  the  years  you  could  gain  extra  hundreds,  even 
thousands,  of  dollars. 

2.  It  gives  you  a  choice  of  high  yield,  tax-exempt 
income  or  income  from  government  securities. 

3.  You  will  have  your  assets  working  for  you  — and 
still  have  constant  access  to  their  buying  power. 

4.  You  have  investment  flexibility.  Should  interest 
rates  decline,  you  can  move  from  money  market  funds 
to  whatever  other  opportunities  present  themselves. 

5.  Free  check-writing  privileges. 

|  6.  Write  checks  against  assets  for  any  amount  you  need. 

7.  You  can  get  current  high  money  market  or  tax- 
exempt  yields  as  well  as  free  check-writing. 

8.  You  get  an  international  charge  card  honored 
at  3  million  establishments  in  150  countries. 

9.  Cash  available  whenever  you  travel  without 
having  to  pay  for  or  bother  with  travelers  checks. 

10.  You  can  get  local  currency  at  bank  rates  when  you 
travel  abroad  instead  of  higher  hotel  exchange  rates. 

11.  Float  on  your  funds  until  payment  date. 

12.  You  will  be  able  to  borrow  money  against  assets 
in  your  account  without  applications  or  red  tape. 

13.  Control  your  own  repayments.  If  you  need  to 
borrow,  you  decide  when  and  how  much  to  repay. 

14.  You  get  a  monthly  analysis  of  your  financial 
iffairs  —  the  checks  you  write,  the  items  you  charge, 
ecurities  you  buy  and  sell,  dividends  and  interest, 
nd  money  available  for  loans  — all  in  one  statement. 

15.  Computing  your  taxes  is  simplified.  At  year  end 
you  receive  a  comprehensive  list  of  payments  you 

ave  indicated  as  tax-deductible. 

16.  You  can  call  toll-free  and  talk  to  a  staff  member 
trained  to  give  you  information  about  your  account. 

17.  You  get  professional  guidance  for  all  your  invest- 
ments from  a  trained  account  executive  responsible 
or  your  personal  investment  program. 

The  Account  is  the  first  step  in  Dean  Witter's  develop- 
ment of  the  "ultimate"  financial  service.  Opening 
me  now  will  entitle  you  to  its  existing  benefits  plus 
3ther  important  privileges  and  opportunities  we 
expect  to  make  available  in  the  future.  Depending 
upon  your  tax  situation,  the  nominal  handling  fee  of 
$30  a  year  may  be  wholly  or  partially  tax-deductible. 
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You  Get  All  These  Services  from  Your 
Dean  Witter  Reynolds  Active  Assets  Account 


FREE  CHECK-WRITING 
PRE-APPROVED  LOANS 


MONEY  MARKET  FUND 
TAX  EXEMPT  FUND 

GOVERNMENT 
SECURITIES  FUND 

FULL  SERVICE 
INVESTMENT  ACCOUNT 


INTERNATIONAL 
CHARGE  PRIVILEGES 

ACCESS  TO  CASH 


AVAILABILITY  OF 
INVESTMENT  PROFESSIONALS 


INSTANT  SERVICE  ON 
TOLL-FREE  NUMBERS 


For  details,  without  of  course  any  obligation,  return  the 
coupon  below  for  a  copy  of  the  prospectus  which  contains 
more  complete  information  including  charges  and  ex- 
penses. Read  it  carefully  before  making  any  decisions  on 
investing  or  sending  money  Or  simply  call  now  toll-free. 
Our  phones  are  staffed  24  hours  a  day,  seven  days  a  week. 

1-800-526-7443  Ext.  593 

(In  New  Jersey,  call  800-522-4503  Ext.  593) 


Member  SIPC 
l)  A24  FR  12/20 


Dean  Witter  Reynolds  Inc. 
Client  Information  Services 
P.O.  Box  5013,  Clifton,  NJ  07015 

Please  send  me,  without  any  obligation  on  my  part,  more 
complete  information  about  Dean  Witter's  Active  Assets 
Account  and  how  I  may  take  advantage  of  its  17  benefits, 
and  a  prospectus  for  the  program's  three  funds. 


Address 


City 


Zip 


Business  phone  Home  phone 

If  you  are  currently  a  Dean  Witter  Reynolds  client,  please 
indicate  your  Account  Executive's  name  and  office: 


DEAN  WITTER  REYNOLDS 


his  service  is  available  only  for  individual,  joint  and  certain  types  of  trust  accounts.    ©  1982  Dean  Witter  Reynolds  Inc.,  A  Sears,  Roebuck  Company 


ISA 

Billion  Dollar 
Energy  Corporation 

Growing 
in  Oklahoma 


re  ONEOK  Inc.  (pronounced  one-oak).  We're 
involved  in  oil  and  gas  exploration  and  production, 
contract  drilling,  natural  gas  liquids  extraction,  and  more. 
Our  Oklahoma  Natural  Gas  Company  is  the  nation's  7th 
ranking  fully  integrated,  natural  gas  utility.  ONEOK. 
Our  NYSE  symbol  is  OKE.  Perhaps  it's  time  you  knew 
more  about  us.  Ask  your  broker. 


ONEOK 


There 


For  our  Annual  Report,  write:  P.  O.  Box  87 1,  Tulsa,  OK  74102 


DewarsUnto  Colleagues. 


This  year,  call  our  toll-free  number  and  give 
the  gift  of  Dewar  s s  "White  Label"5 
fine  Scotch  whisky.  Dewar 's. . . 
one  of  the  good  things  in  life 
that  never  varies. 

Dewars  Unto  Others. 

CALL  800-528-6148. 


Sche 


PPPreprohibitemy  law.  Blended  Scot 
pr<n  ,|  •  f  Wat  Schenley  Imports  Co..  ; 


adds  to  the  nonrecurring  investment, 
in  the  DC-9-80's  case  by  roughly  $250 
million. 

Meanwhile,  Sandy  McDonnell  has 
put  out  one  fire  only  to  face  another. 
Losses  on  McDonnell's  high-risk  civil 
business  have  been  funded  by  its  prof- 
itable military  fighter  production.  But 
even  that  is  looking  less  happy  than  it 
once  did.  Faced  with  the  threat  of 
losing  the  order  altogether,  McDon- 
nell has  had  to  accept  a  price  cut  on 
the  F-18  Navy  fighter-bomber. 

True,  the  6%  price  cut  claimed  by 
Navy  Secretary  John  Lehman  was  ex- 
aggerated. Equipment  shaved  off  the 
original  contract  will  be  bought  by  the 
Navy  and  given  to  McDonnell  to  bolt 
on.  True,  too,  the  F-18  will  not  be 
canceled,  despite  contrary  rumors  and 
tales  of  its  performance  difficulties. 
But  there  is  still  a  real  element  to  the 
squeeze.  Instead  of  what  is  called  a 
fixed-price  incentive  contract  (the 


Closing  down  Long  Beach 
would  have  cost  a  substan- 
tial sum,  dispersed  a 
16,000-strong  work  force 
and  left  the  company  with 
useless  inventory.  Loch- 
heed  wrote  off  $400  million 
when  it  announced  the 
shutdown  of  civil  air. 


government  takes  most  of  the  risk  for 
overruns  and  for  inflation),  which 
would  be  usual  at  this  early  stage  of  a 
new  fighter  program,  McDonnell  has 
had  to  accept  a  genuine  fixed  price 
and  to  carry  any  risk  from  inflation. 

Even  though  the  Navy  has  agreed 
not  to  change  the  design  and  about 
40%  of  the  plane  comes  from  suppli- 
ers that  have  to  take  similar  risk,  Mc- 
Donnell will  have  to  fly  hard  to  make 
much  money  on  the  F-18. 

Clearly,  then,  it  is  more  than  mere 
sentiment  that  keeps  McDonnell  in 
the  commercial  business.  There  could 
be  profound  long-term  consequences 
for  McDonnell  Douglas  if  the  DC-9-80 
routs  the  competition.  Sandy  McDon- 
nell is  already  talking  cheerfully  about 
a  family  of  the  DC-9  designs.  There 
could  be  a  smaller  1 10-seat  version  (to 
be  called  the  Super  90;  investment 
around  $75  million)  and  a  longer-range 
version  (investment,  another  $75  mil- 
lion). Then  there  is  what  amounts  to  a 
new  version  of  the  DC- 10,  which 
would  have  new  engines,  new  elec- 
tronics (a  two-man  cockpit)  and  new 
structural  design.  Investment  in  de- 
veloping this  aircraft,  which  is  to  be 
renamed  the  MD  100,  would  be  at  least 
$700  million. 


From  Sheafferin  2 3 -karat  gold  electroplate:  fountain  pen,  ballpoint, 
V  pencil,  and  our  Dual  Writing  System  with  interchangeable  micro  tip 
marker  and  rolling  ball — engraved  in  straight  lines,  barleycorn,  geometric, 
or  diamond  squares.  Golden  gift  ideas,  all. 


SHEAFFER 

JEWELRY  FOR  WRITING 
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A  carat  or  more. 
A  rare  diamond.  For  that  rare  individual 
who  never  doubted  you'd  make  it. 


Risks?  That's  what  business  is  all 
about.  If  the  commercial  leases  penal- 
ize short-term  earnings,  it  may  make 
Wail  Steet  unhappy  but  may  ensure 
the  long-term  viability  of  the  com- 
pany Sandy  McDonnell's  uncle 
founded  43  years  ago. 

Now  in  charge  of  the  company  that 
he  ran  as  president  in  Old  Mac's  later 
years,  Sandy  McDonnell  seems  to  be 
edging  away  from  the  McDonnells' 
longstanding  caution  about  the  Doug- 
las side  of  the  business — the  market 
that  Sandy  once  described  as  a  "sport- 
ing business  that  rivals  Las  Vegas." 
McDonnell  remains  reluctant  to  con- 
template going  it  alone  in  a  new  air- 
craft project,  which  would  cost  at 
least  $2  billion.  But  he  still  hopes  to 
find  partners  to  share  such  a  risk,  de- 
spite having  failed  to  agree  on  much 
with  the  Dutch  company  Fokker  in 
months  of  talks  about  collaboration 
on  a  150-seat  plane. 


Now  in  charge  of  the  com- 
pany, Sandy  McDonnell 
seems  to  be  edging  away 
from  the  McDonnells*  cau- 
tion about  the  Douglas  side 
of  the  business — the  market 
Sandy  once  described  as  *'a 
sporting  business  that  ri- 
vals Las  Vegas." 


Furthermore,  a  decision  to  spend 
vast  sums  on  civilian  aircraft  would 
delay  plans  to  build  up  the  informa- 
tion systems  division,  $400  million 
sales  in  1981,  until  its  volume  was 
comparable  to  military  and  civil  air- 
craft totals— $3.6  billion  and  $2.4  bil- 
lion, respectively.  So  far,  $400  million 
has  been  invested  in  information  sys- 
tems, which  sells  CAD/CAM  and 
small  business  systems  as  well  as 
computer  software.  The  investment 
includes  $72  million  in  1979  to  ac- 
quire computer  equipment  maker  Mi- 
crodata  Inc.,  which  returned  to  the 
black  this  year,  says  McDonnell. 

In  his  latest  decision,  McDonnell 
was  faced  with,  as  one  aircraft  execu- 
tive puts  it,  "three  bad  choices."  He 
could  have  closed  Long  Beach  and  lost 
not  only  commercial  aviation  but 
transport  capabilities  for  the  military. 
He  could  have  continued  to  build 
"white  tails"  for  inventory,  attempt- 
ing to  sell  them  in  a  bad  market.  Or  he 
could  finance  his  customers,  as  he  has 
done.  How  all  this  will  turn  out  no 
one  can  say,  but  you  have  to  credit 
Sandy  McDonnell  and  his  board  with 
the  kind  of  nerve  and  farsightedness 
that  is  pretty  rare  in  U.S.  business 
these  days.  ■ 


Deyws  Unto  Clients. 

This  year.  cafl  our  toll-free  number  and  give 
.  the  gift  of  Dewar's  :  "White  Label" 
fine  Scotch  whisky.  De war's, 
^^-c  one  of  the  good  things  in  life 

'  r-rs0gt0^^^} '  that  never  varies. 

Dew  ars  Unto  Others. 

C&LL8G0328-614& 


a  big  weekend 
a  small  hotel 


A  weekend  of  pure  indulgence.  Complete  with  champagne, 
the  famed  LaTour  Restaurant,  afternoon  high  tea, 
designer  bath  amenities  and,  of  course,  parking  at  no  extra  cost. 


The  Park  Hyatt  Weekend 


PARK  HYATT 

ON  WATER  TOWER  SQUARE,  CHICAGO 
312  280  2222 


*R;iles  ;ire  per  room,  per  nielli. 
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THE  DRUGS 

STOP  HERE 

Westinghouse  radar  helps  the 
U.S.  Customs  Service  score 
500%  gain  against  smugglers. 

These  days,  drug  runners  trying  to  cross  U.S.  borders  are 
often  greeted  by  an  unexpected  reception  committee. 
No  smiles.  No  handshakes.  Just  handcuffs. 

One  major  reason:  a  Westinghouse  radar  system 
originally  developed  for  the  Air  Force  F-16  fighter  and 
now  adapted  for  use  by  the  U.S.  Customs  Service. 

From  July,  1981 ,  to  September,  1982,  this  system 
helped  the  U.S.  Customs  Service  capture: 

•56,991  pounds  of  marijuana 

•  1 ,139  pounds  of  cocaine 

•  1 ,500  pounds  of  quaalude  pills 
•51  aircraft  and  11  vessels 

•  110  drug  smugglers 

Result:  illicit  drugs  with  an  estimated  street  value  of 
$410,000,000  did  not  reach  our  streets. 

Mounted  on  board  specially  equipped  Cessna  Citation 
jet  aircraft,  this  Westinghouse  radar  has  helped  Customs 
to  detect,  intercept,  and  track  suspicious  boats  and 
planes  at  a  93  percent  success  rate.  That's  five  times 
more  effective  than  previous  technologies. 

Advanced,  adaptable  radar  technology.  Another  way 
Westinghouse  is  helping  to  increase  productivity  for  a 
stronger  America. 

For  more  information,  call  toll  free:  800-245-4474. 

In  Pennsylvania,  call  800-242-2550.  Or  write: 
Westinghouse  Building,  Six  Gateway  Center, 
Department  10,  Pittsburgh,  PA  15222. 


PRODUCTIVITY:  _ 
ASK  WESTINGHOUSE  ® 


The  Up  &  Comers 


Don  Gustafson  is  taking  apart  an  extreme- 
ly successful  small  business.  He's  afraid 
most  people  wont  understand  why. 


"The  patient  has 
cancer11 


Inc.,  peers  intently  through  his  wind- 
shield on  the  slow  drive  to  his  plant. 
The  weather  seems  to  have  infected 
his  mood.  "We  could  go  another  year, 
maybe  two,  with  big  earnings  in- 
creases," he  says.  "But  it  would  be  an 
illusion.  The  patient  has  cancer." 
Cancer?  A  company  that  has  aver- 


By  Paul  B.  Brown 


NOVEMBER  WEATHER  is  Still  mild 
in  the  East,  but  this  is  Osceola, 
Wis.  Route  95  is  windswept 
and  slick  with  ice  beneath  a  coating  of 
new-fallen  snow.  Donald  W.  Gustaf- 
son, 63-year-old  chairman  of  Kroy 


Kroy  Chairman  Donald  Gustafson 
"We  have  to  do  this  right." 


aged  a  better  than  40%  return  on  equi- 
ty over  the  past  five  years  and  tripled 
earnings  since  1977?  A  company 
whose  stock  trades  over-the-counter 
at  a  handsome  multiple  of  14?  A  com- 
pany that  is  a  leader  in  the  exciting 
graphics  products  industry? 

Well,  yes,  says  Gustafson.  The  trou- 
ble is  in  marketing.  Gustafson  sees 
severe  problems  down  the  road  in  sell- 
ing his  company's  unique,  easy-to-use 
printing  machines  that  produce  pro- 
fessional-looking lettering  in  different 
sizes,  typefaces  and  colors.  And  prob- 
lems are  the  last  thing  he  wants  now. 
It  took  eight  years  of  trying  to  diversi- 
fy away  from  its  slow-growth  thermo- 
plastics precision  gear  business.  But 
Kroy  did,  and  succeeded  beyond  its 
wildest  expectations. 

Kroy  was  hoping  to  capture  the 
$300  million  market  in  architectural 
lettering.  Its  machine  prints  onto  a 
transparent  tape  that  is  sticky  on  one 
side.  The  tape  is  pressed  onto  paper 
and  when  Xeroxed,  the  tape  disap- 
pears. What  is  left  is  professional- 
looking  lettering.  The  idea  was  to 
make  easier  the  lives  of  architects  and 
engineers  who  were  tired  of  using 
messy,  time-consuming  stencils  or 
letters  transferred  from  pieces  of  wax 
paper  by  rubbing.  But  when  the  Kroy 
machine  was  introduced  to  office 
dealers  in  1980,  a  new  market  ap- 
peared: Office  workers  started  using 
the  machines  to  make  memos  look 
more  impressive,  to  print  signs  adver- 
tising the  company  picnic  and  to 
work  up  spiffy  presentations.  Kroy 
had  an  instant  success. 

Gustafson,  to  his  credit,  didn't  let 
the  opportunity  pass.  He  began  to  ad- 
vertise heavily  on  TV.  Kroy  now 
spends  30%  to  35%  of  revenues  on  TV 
ads  demonstrating  its  machines, 
priced  from  $250  for  a  machine  that 
prints  one  letter  at  a  time  to  $2,500 
for  a  computer-assisted  model  that 
can  print  80  characters  a  second.  To 
put  that  in  perspective,  Procter  & 
Gamble,  the  biggest  U.S.  advertiser 
last  year,  spent  just  5.2%  of  its  rev- 
enues on  ads.  But  Kroy's  spending 
paid  off.  Total  company  sales  dou- 
bled, to  $40  million,  two  years  after 
the  prototype  was  introduced.  Things 
went  so  well  that  Gustafson  sold  off 
the  $30  million  (sales)  thermoplastics 
division,  with  its  mature  markets  at 
book  value,  and  used  the  proceeds  in 
1980  to  pay  down  long-term  debt  from 
36%  of  total  capital  to  5%.  Mean- 
while sales  of  Kroy  lettering  ma- 
chines and  supplies  climbed  from  $19 
million  in  1980  to  $44  million  in  fis- 
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The  Audi  4000s  low  price  an 
ichnology  restore  dignity  to  the  word  value. 


"Audi  4000  4E  5  SpceJ  $10,055,  4000S  5  Speed  $11,205.  4000  Diesel  5  Speed  $10,855  ©  1982  Porsche  Audi 


8JK  At  a  time  when  many  automobiles 
W  seem  excessively  priced,  the  Audi 
)00  continues  to  be  an  outstanding  value. 
A  high- technology  Bavarian  sedan,  it  offers 
e  old-world  engineering  and  craftsmanship 
at  have  made  prestigious  European  sedans 
estigious.  And,  at  a  reasonable  price. 
This  Audi  is  what  one  expects  from  every 
udi:  an  exemplary  automobile.  In  every  re- 
ii  ect,  the  4000  is  a  driver's  car. 


To  wit,  outstanding  handling  from  our  front- 
wheel  drive.  Modern  aerodynamics  from  low 
drag  coefficient  styling.  Brisk  performance 
from  a  four-cylinder,  1.7-liter,  CIS  fuel- 
injected  engine  that  delivers  lively  acceleration. 

Luxury  interior  with  plush  seats  and  carpets. 
Extraordinary  economy.  [28]  EPA  estimated 
mpg  and  42  estimated  highway.*  And  with  the 
high-efficiency  4000  Diesel,  EH  EPA  esti- 
mated mpg  and  52  estimated  highway.* 


The  Audi  4000. 

Precision  German  engineering  that's  worth 
every  Pfennig  you  pay  for  it. 

*(Use  "est.  mpg"  for  comparison.  Mileage 
varies  with  speed,  trip  length,  weather.  Actual 
hwy.  mileage  will  probably  be  less.) 

**Mfr'ssugg.  retail  price.  Title,  taxes,  trans., 
registration  and  dealer  delivery  charges  addi- 
tional. 

PORSCHE  •  AUDI 


Audi:  the  art  of  engineering. 


The  Up  &  Comers 


"We  have  found  a  market 
niche  that  isn't  going  to  be 
there  forever,"  Gustafson 
says.  "We  have  to  do  things 
as  quickly  as  we  can.  We 
used  to  be  led  by  engineer- 
ing. Now,  we  are  going  to  be 
led  by  marketing." 


cal  1982.  Since  the  market  is  not 
price-sensitive  so  far,  and  since  the 
machine  is  relatively  cheap  to 
make — labor  and  materials  cost  just 
28%  of  each  revenue  dollar — Gustaf- 
son. can  set  margins  as  he  pleases. 
Since  1979  they  have  averaged  an  en- 
viable 15%. 

Those  kinds  of  numbers  don't  go 
unnoticed  on  Wall  Street,  where 
glowing  reports  from  analysts  at 
places  like  Dean  Witter  and  Equity 
Research  sent  Kroy's  price/earnings 
multiples  as  high  as  27  last  year. 

So  where  is  the  marketing  problem? 
Why  is  Gustafson  cutting  off  most  of 
the  1,000  dealers  who  sell  his  ma- 
chines and  hiring  his  own  140-person 
sales  force  instead?  And  why  is  he 
opening  up  his  own  stores — 22  so  far — 
with  an  annual  overhead  cost  of 
$50,000  a  store?  After  all,  Gustafson 
concedes  those  costs  could  chop  earn- 
ings by  as  much  as  50%,  to  about  50 
cents  a  share.  What  is  going  on? 

"There  is  a  lot  of  inventory  stuff- 
ing," says  Gustafson.  "Dealers  bought 
our  lettering  machine  because  it  was 
exciting,  but  then  didn't  know  what  to 
do  with  it.  They  are  just  peddlers.  If  the 
dealer  loses  a  line  of  products  it  won't 
kill  him.  If  he  gains  one,  it  might  do 
well  for  a  while — like  the  office  copi- 
ers used  to  be — and  he'll  make  a  kill- 
ing. But  he  won't  sell  copiers  today. 
There  is  too  much  competition." 

So  Kroy  will  go  it  alone.  Gustafson 
figures  he  has  just  three  years  before 
competition  appears. 

In  that  time  Kroy  must  somehow 
convince  businessmen  that  the  4  mil- 
lion copying  machines  they're  using 
should  have  a  Kroy  lettering  device 
nearby.  Independent  office  suppliers 
can't  get  that  message  across,  Gustaf- 
son says.  They  have  too  many  prod- 
ucts to  sell.  So  Kroy  needs  its  own 
sales  force  working  out  of  its  own 
centers.  Gustafson  hopes  to  have  60 
stores  by  the  end  of  1983. 

It  is  a  risky  proposition  for  a  num- 
ber of  reasons.  First,  the  market  may 
not  be  there.  Even  if  it  is,  reaching  it 
this  way  is  costly.  Furthermore,  Gus- 
tafson is  turning  this  task  over  to  rela- 
tively unproven  people.  The  average 
age  of  his  sales  force  is  just  24.  His  key 
executives  are,  with  few  exceptions, 
all  under  35.  And  finally,  he  is  doing 
all  this  during  a  recession. 

Gustafson  does  not  dispute  this  but 
says  he  has  no  choice.  "We  have  a 
market  niche  that  isn't  going  to  be 
there  forever,"  he  says.  "We  have  to 
do  things  as  quickly  as  we  can.  We 
used  to  be  led  by  engineering;  now  we 
are  going  to  be  led  by  marketing." 

And  Kroy  is  heading  into  the  re- 
structuring with  a  couple  of  built-in 


advantages.  First,  Kroy  makes  letter- 
ing machines  for  3M,  which  accounts 
for  15%  of  Kroy's  sales,  and  there  is 
no  indication  that  will  change.  Sec- 
ond, the  overseas  sales  force — which 
also  accounts  for  15%  of  sales — has 
already  been  restructured,  so  sales 
should  not  drop  there.  But  perhaps 
Kroy's  biggest  advantage  is  that  the 
machines  continue  to  eat  up  Kroy 
supplies  long  after  they  are  sold.  An 
$800  machine  uses  up  $300  worth  of 
supplies  every  year,  and  it  uses  only 
tape  and  discs  manufactured  by  Kroy. 
There  are  currently  about  100,000 
machines  on  the  market.  By  selling 
the  supplies  through  its  own  centers 
Kroy  will  be  able  to  keep  the  markup 
that  now  goes  to  the  dealers. 

Gustafson  is  hoping  the  centers 
will  hold  the  fort  until  new  products 
arrive.  And  Kroy  may  have  a  winner 
in  the  works:  a  printing  attachment 
that  will  tie  into  word  processors  and 
allow  the  user  to  add  Kroy  lettering  in 
different  sizes  and  colors  as  he  is  pre- 
paring the  text,  instead  of  later  in  a 
separate  process.  "Word  processing  is 
going  to  be  an  $11  billion  market  by 
1986,"  says  Gustafson,  "if  we  can  just 
get  a  small  piece.  ..."  There  is  also 
talk  of  having  Kroy  machines  in  the 
quick-printing  franchises  and  a  possi- 
ble move  into  signmaking.  But  all  of 
that  is  long  term. 

Another  man  at  the  age  of  63  run- 
ning a  company  with  Kroy's  track  rec- 
ord might  be  tempted  to  put  the  com- 
pany on  the  block,  indulging  mean- 
while in  a  little  window  dressing.  But 
not  Don  Gustafson.  He  has  worked  too 
hard  for  this  chance.  Gustafson  stum- 
bled upon  Kroy  while  seeking  out 
cash-starved  startup  companies  for 
Minnesota  banks.  Overstaffing  and 
runaway  costs  had  put  Kroy  on  the 
ropes.  It  needed  better  management, 
Gustafson  decided.  And  what  Gustaf- 
son needed  was  a  company  to  run. 
After  all,  he  had  only  become  a  banker 
after  quarreling  with  his  partner  about 
the  future  of  the  small  electronics  firm 
they  had  founded.  So  Gustafson  joined 
Kroy,  eventually  buying  a  controlling 
interest  with  the  money  from  the  sale 
of  the  electronics  firm.  Now  that  he 
finally  has  a  chance  to  escape  from 
being  a  captive  supplier  of  gears  for 
companies  like  Ford,  IBM  and  East- 
man Kodak,  he  is  going  to  take  it.  His 
earnings  may  nosedive.  Wall  Street 
may  react  like  a  jilted  lover.  And  Kroy 
may  take  longer  than  the  expected  two 
years  to  hit  its  stride  on  the  new  course 
he  has  set.  Still,  Gustafson  is  con- 
vinced he  has  to  go  for  it.  "We  will  only 
have  a  monopoly  so  long,"  he  says 
simply.  "We  have  to  do  this  right." 

So  far  he  has.  ■ 
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you  drop  it  off, 


you're  in  no  hurry 
to  have  it  delivered. 


BUT 
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go  where  you  want. 


Now  that  you've  seen  what  the 
Post  Office  doesn't  do  for  $9.35,  perhaps 
you'd  be  interested  in  what  Federal 
Express  does  do  for  $11.00. 

Federal  Express  will  come  to  your 
office,  pick  up  your  Overnight  Letter 
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free  proof  of  delivery. 
In  view  of  all  this,  whom  would  you 
t  :her  trust  with  your  important  letter? 
Take  a  moment  and  think  about  it. 
Then  just  send  in  the  coupon  to 
3  right. 


1"  For  a  free  kit  of  Overnight  Letter  SMservice  materials,  send  to: 
Overnight  Letter  Kit,  Federal  Express  Corp.,  EO.  Box 727, 
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FEDERAL  EXPRESS 


THE  REAL  NORTHERN  IRELAND: 

He  combines  a  traditional 
Northern  Ireland  work  ethic 
'  with  advanced 
technological  skills. 


'.V  \ 


Jack  Hay  is  typical  of  Northern 
Ireland's  craftsmen:  he  concentrates 
on  the  job,  making  products  and  profits, 
not  news. 

As  an  assembly  foreman  for  Hughes 
Tool  Company  in  Belfast,  Jack  supervises 
35  skilled  machinists  making  cones  ford 
bits.  In  off  hours,  he  enjoys  the  province': 
lush  countryside.  Some  28  years  ago, 
Hughes  Tool  Company  was  the  first 
United  States  company  to  establish  a  ba: 
in  Northern  Ireland,  where  it  has  enjoyec 
an  enviable  record  of  success.  So  much 
so  that  Hughes  recently  announced  a 
further  multimillion  dollar  investment  in 
Northern  Ireland. 

Calvin  Sholtess,  President  of  Hughes 
Tool  Division's  worldwide  operation,  in- 
cluding the  Belfast  operation,  sums  it  up 
this  way:  "Belfast  was  our  first  facility 
outside  the  United  States.  Its  history  of 
quality  products  produced  by  quality  pec 
pie  has  resulted  in  an  outstanding  recorc 
of  export  achievement.  The  operation  is 
managed  and  manned  with  Northern 
Ireland  people.  Their  success  was  a 
major  reason  for  our  recent  expansion 
into  the  Monkstown  facility." 

If  you  have  any  doubts  about  how 
smoothly  business  continues  to  functior 
today  in  Northern  Ireland,  ask  anyone 
who's  been  here  recently.  Better  yet,  con 
see  for  yourself.  For  further  information, 
contact  Ian  Walters  or  George  Forster  at 
the  Industrial  Development  Board  for 
Northern  Ireland,  New  York  office, 
150  E.  58th  Street,  New  York,  NY  10155. 
Or  call  (212)  593-2258. 


Northern 
Ireland  works. 

A  visit  will  convince  you. 


The  Up  &  Comers 


Tlhe  video  game  craze  giveth  and  it 
taketh  away.  Thanks  to  Pac-Man; 
Centipede  and  other  machines  that 
whir,  ping  and  zap,  revenues  at  Chica- 
go-based Wells-Gardner  Electronics 
Corp.  quadrupled  to  $79  million  be- 
tween 1979  and  1981.  The  stock,  trad- 
ed on  the  Amex,  went  from  almost  4 
to  2OV2  in  little  more  than  a  year.  A 
manufacturer  of  TV  sets,  Wells-Gard- 
ner had  been  in  distress  before.  Just  in 
the  nick  of  time,  founder  Albert 
Wells,  62,  moved  into  the  manufac- 
ture of  video  screens  for  arcade  games, 
a  market  Wells-Gardner  soon  had 
practically  to  itself.  But  this  year 
third-quarter  earnings  dropped  72% 
on  a  35%  fall  in  revenues.  Life  is  like 
that  in  this  kind  of  business. 

Difficulty  is  nothing  new  at  Wells- 
Gardner.  Wells,  whose  family  has  a 
10%  interest  in  the  company,  got  a  big 
dose  of  trouble  in  1 974.  Then  a  private- 
label  manufacturer  of  color  television 
sets,  Wells-Gardner  lost  over  $1  mil- 
lion that  year  on  revenues  of  $33  mil- 
lion as  lower-price  Japanese  sets  swept 
the  American  market.  Major  custom- 
ers like  Montgomery  Ward  started 
buying  their  televisions  from  overseas. 
The  company  tried  taking  on  final 
quality-control  checks  for  customers' 
foreign  sets,  but  it  wasn't  enough. 

Wells,  a  tall,  stocky  man  who  looks 
as  if  he  could  have  been  a  wrestler  in 
his  younger  days,  chose  expediency 
over  indignation.  In  1977,  the  year  his 
company  posted  nearly  a  $3  million 
loss,  Wells  landed  a  contract  to  do 
final  assembly  on  color  television  sets 
for  Teknika  Electronics  Corp.,  a  divi- 
sion of  The  General  Corp.  of  Japan.  By 
1978  Wells  had  cut  his  loss  to  under 
$1  million  a  year,  but  he  still  required 
short-term  loans  to  survive.  Enter 
Space  Invaders  and  Defender. 

Why  not  make  the  video  screens  for 
video  games,  Wells  asked  himself?  All 
he  had  to  do  was  use  the  color  TV 
subassemblies  that  Wells-Gardner 
was  getting  from  Teknika.  "We  took 
the  chassis,  added  some  parts,  took  off 
some  others  and  made  a  color  game 
monitor  out  of  it,"  Wells  says.  Sud- 
denly, Wells-Gardner  had  a  booming 
market  in  video  game  screens  virtual- 
ly to  itself. 

But  though  kids  (and  adults) 
haven't  wearied  of  playing  the  games, 
orders  for  new  arcade  machines  have 
flattened  out.  To  keep  his  plant  busy, 
Wells  is  pouring  about  $1  million  into 
an  effort  to  make  screens  for  comput- 
er terminals  and  personal  computers. 


The  party's  over 


Wells-Gardner  President  Albert  S.  Wells 

Is  it  possible  that  good  luck  will  strike  in  the  same  place  twice? 


He  has  also  increased  his  engineering 
staff  by  60%,  to  64. 

But  this  time  the  odds  are  stacked 
against  him.  Even  by  using  Teknika's 
subassemblies  to  save  on  expensive 
American  labor,  Wells  faces  a  big 
problem:  Competition  from  Motor- 
ola, and  every  other  high-tech  manu- 
facturer, in  video  display  screens  is 


already  pretty  fierce.  Wells-Gardner 
stock  recently  sold  at  10%,  about 
one-half  its  peak  of  a  year  ago.  So,  if 
you  think  that  Wells  can  pull  it  off 
again,  his  stock  might  be  a  good  buy. 
But  be  warned  by  analyst  Jonathan 
Braatz  of  B.C.  Christopher  &  Co.  in 
Kansas  City:  "They've  had  their 
run." — Lisa  Gross 


Wing-walking 


W'hat  does  a  highly  profitable 
small  company  do  when  its  cus- 
tomer base  starts  to  flirt  with  a  new 
technology?  If  you  are  Safeguard  Busi- 
ness Systems  of  Ft.  Washington, 
Penna.,  you  swallow  hard  and  try  to 
head  them  off  at  the  pass.  That's  why 
the  $128  million  (sales)  maker  of  "one 
write"  accounting  systems — special- 
ty ledgers  used  by  small  businesses — 
has  gone  into  computers. 

Safeguard  (see  Up  &  Comers,  Nov.  26, 
1979),  which  was  spun  off  to  share- 
holders before  Iowa  stockbroker  Gary 
Lewellyn  began  manipulating  the 
stock  of  its  hapless  parent,  would 
much  prefer  not  to  go  high  tech.  After 


all,  its  mundane  ledgers  have  pro- 
duced an  annual  return  on  equity 
averaging  around  43%  on  little  debt, 
and  its  customer  base  is  incredibly 
loyal.  Some  87%  of  its  customers  nev- 
er leave  the  company  after  buying 
their  first  ledger.  That's  why,  even  in 
the  recession,  Safeguard's  more  than 
20%  annual  earnings  growth  has  been 
cut  to  only  10%.  This  year  Safeguard 
will  probably  net  $10  million  on  sales 
of  $140  million. 

So  why  computers?  "We'll  never 
have  a  chance  like  this  again,"  says 
Chairman  Vincent  (Buck)  Bell.  That's 
a  polite  way  of  saying  he  has  little 
choice.  The  high  end  of  Safeguard's 
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Get  a  grip  on  the  future 
with  General  Re. 


Reinsurance  decisions  made 
today  can  have  an  enormous  impact 
on  your  company's  financial  strength 
for  years  to  come. 

That's  why  it's  always  a  good  idea  to 
get  the  General  Re  view  on  your 
reinsurance  programs. 

Put  the  imagination,  resources  and 
financial  strength  of  — 
General  Re  to  work  for  l2 Q II Q ¥fk  I 
you  now.  The  f utu  re  is   ^*       P I  Q  i 
at  hand. 


America 's  Largest  Reinsurer 


General  Reinsurance  Corporation,  Greenwich,  Connecticut 

Atlanta,  Chicago,  Columbus,  Dallas,  Des  Moines.  Hartford,  Houston,  Kansas  City,  Los  Angeles,  New  York,  Philadelphia,  San  Francisco.  Seattle.  Washington,  D  C. 

Montreal,  Toronto,  and  London 


AH  that's  precious  does  not  glitter  Sheaffer  presents  Black  Matte,  in  fountain 
pen,  ballpoint,  pencil,  and  our  Dual  Writing  System  with  interchangeable 
micro  tip  marker  and  rolling  ball.  Flawlessly  crafted,  they  are  flawless  gifts 


Dictaphone  has  a  little 
something  for  every  pocket. 


The  Up  &  Comers 


customer  list — doctors,  lawyers  and 
accountants — are  starting  to  buy 
small  office  computers.  If  the  com- 
pany's 600,000  customers  are  inter- 
ested in  buying  computers,  Bell  fig- 
ures they  might  as  well  buy  them 
from  Safeguard.  Otherwise  Safeguard 
will  end  up  with  fewer  and  fewer  of 
those  high-margin  customers.  So 
Safeguard  is  marketing  three  com- 
plete office  computer  systems,  with 
computers  manufactured  by  $51  mil- 
lion (sales)  Altos,  for  $15,000  to 
$20,000,  complete  with  the  necessary 
programming  and  training. 

This  means  that  for  the  first  time 
Safeguard  will  be  competing  with  the 
likes  of  ADP,  Reynolds  &  Reynolds 
and  Moore  Corp.,  which  have  also 
discovered  this  burgeoning  market. 
Since  most  of  these  companies  sell 
similar  hardware,  the  eventual  market 


So  why  computers?  "We'll 
never  have  a  chance  like 
this  again,"  says  Bell. 
That's  a  polite  way  of  saying 
he  has  little  choice.  The  high 
end  of  Safeguard's  customer 
list  is  now  starting  to  buy 
small  office  computers. 


leader  will  win  on  software,  service 
and  marketing.  Bell  is  betting  that 
Safeguard  knows  its  customers'  busi- 
nesses better  than  the  competition. 

But  will  the  customers  bite,  for  any 
company?  Most  systems  still  take 
about  a  week  to  learn.  The  ledgers 
require  almost  no  training.  Given  the 
turnover  of  clerks  in  a  doctor's  office, 
will  professionals  buy  a  computer  in- 
stead of  going  to  a  billing  company? 
Special  programming,  which  allows  a 
user  to  type  in  English  instead  of  com- 
puter language,  will  help.  But  that  is 
still  in  the  R&D  stage. 

So  Bell,  cautious  by  nature,  is  cover- 
ing his  bets.  He  has  spent  less  than  $5 
million  on  the  expansion,  and  he's 
written  off  most  of  that.  In  the  mean- 
time, he  expects  the  ledger  business 
to  keep  growing  at  close  to  20%  a  year 
indefinitely  (after  all,  only  6%  of  the 
nation's  10  million  small  businesses 
are  Safeguard  customers)  even  if  the 
move  to  computers  doesn't  pan  out.  If 
it  does,  Bell  reckons  that  Safeguard 
might  be  a  $350  million  company  by 
1985  or  thereabouts.  He  explains  that 
these  expansion  plans  are  like  "wing- 
walking:  You  never  let  go  of  one  part 
until  your  hand  is  firmly  on  the 
next." — Laura  Saunders 


And  pocketbook. 

No  wonder  Dictaphone  portable  dictating  machines  are  in  so  many 
executive  hands.  Available  in  popular  standard,  micro-  and  minicassette 
sizes,  they  are  light,  compact  and  utterly  reliable.  Wherever  you  travel, 
whenever  you  go,  Dictaphone  portable  dictating  machines  won't  let  you 
forget  a  thought.  Think  about  that.  aWfe  r^j^torjKfNrip 

What  Dictaphone  did  for  dictation,  Hi  I  IT  K 

Dictaphone  is  now  doing  for  word  processing.  A  Pitney  Bowes  Company 

For  more  Information  (Except  Hawaii  and  Alaska!  , 

complete  the  coupon  or  call  toll-free:  1-800-431-1708  m  New  York  call  l -9 14-967-2249 


Name:  

Company- 
City  


_Tltle_ 


-Phone 


-Address 


_State_ 


-Zip. 


Mail  to:  Dictaphone  Corporation,  120  Old  Post  Road,  Rye,  N.Y.  10580 

Dictaphone  is  a  trademark  of  Dictaphone  Corp.,  Rye.  N.Y.  FF-1 22 


@  1982.  Dictaphone  Corp. 
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If  you  want  us  to  continue  taking  Toyotas 
you  had  better  buy  more  of  our  beef,  or- 
anges and  bull  semen.  That's Washington 's 
blunt  message  to  fapan:  It's  not  protection- 
ism were  after  but  reciprocity. 

Enough  of 
your  promises 


By  Allan  Dodds  Frank 


DOCUMENT  BY  DOCUMENT, 
charge  by  charge,  the  U.S.  is 
blaring  its  growing  impatience 
to  the  Japanese  over  their  protectionist 
trade  practices.  The  message  of  last 
month's  75 -page  report  Japanese  Bar- 
riers to  U.S.  Trade  and  Recent  Japanese 
Trade  Initiatives — in  which  the  office  of 
the  U.S.  Special  Trade  Representative 
indicted  Japanese  protectionism — is: 
Shape  up  or  we  let  the  U.S.  Congress 
narrow  access  to  our  markets. 

The  U.S.  is  running  a  $20  billion 
trade  deficit  with  Japan  that,  because  a 
weakening  yen  is  making  Japanese 
goods  cheaper  in  the  U.S.,  might  be- 
come a  $30  billion  deficit  next  year. 
There  are  calls  for  tariffs,  quotas  or  both 
on  Japanese  goods  from  U.S.  labor 
unions  and  businessmen  who 
are  feeling  the  heat  of  Japanese 
competition.  But  the  Reagan 
Administration's  response  has 
been  subtle:  Rather  than  erect 
walls  around  our  industry — 
and  allow  it  to  go  completely 
slack — it  has  been  pushing  for 
an  opening  to  Japan's  own  high- 
ly protected,  $1  trillion  (GNP) 
market.  Don't  block  imports, 
in  other  words,  maximize  ex- 
ports— andput  U.S.  industry  on 
its  mettle  into  the  bargain. 

The  mercantilist  Japanese, 
however,  have  responded  with 
promises  but  little  relaxation  of 
their  infuriating  nontariff  bar- 
riers in  classic  "talk-talk-ship- 
ship"  style.  Some  of  their  prac- 
tices, as  outlined  in  the Japanese 
Barriers  report,  seem  downright 
gratuitous.  Why,  for  example, 
do  the  Japanese  discriminate 
against  such  things  as  U.S.  alu- 
minum Softball  bats  or  U.S. 
cigarettes?  Why  should  a  na- 


tion that  depends  on  trade  insult  its 
trading  partner  with  practices  such  as: 

Cosmetics:  Japan  doesn't  accept 
U.S.  test  data,  prohibits  consumer 
preference  tests  and  delays  product 
registration. 

Medical  and  dental  equipment:  A 
license  from  the  health  ministry  is 
required,  which  takes  six  months,  and 
there  is  a  $  1 00  per  item  fee  in  addition 
to  the  duty. 

Frozen  bull  semen:  Commercial 
imports  are  banned,  says  the.  Japanese 
Barriers  report,  "based  on  unjustifia- 
ble concern  about  animal  health 
standards." 

Beef:  A  25%  tariff  is  levied  by  the 
Japanese,  plus  surcharges  and  a  mini- 
mum price.  Moreover,  animal  quaran- 
tine facilities  are  too  small  to  handle 
large  shipments. 


Japan  restricts  both  beef  and  bull  semen  imports 
Now  we'll  see  whose  ox  is  gored. 


Oranges:  A  20%-to-40%  tariff  and 
import  quotas  are  juggled  to  U.S.  dis- 
advantage, and  all  orange  juice  must 
be  blended  with  satsuma,  a  Japanese 
tangerine-like  fruit. 

Naphtha:  Imports  are  limited  to  Ja- 
pan's estimated  domestic  shortage, 
and  only  Japanese  oil  refineries  may 
import  it. 

Automobiles:  Manufacturers'  self- 
certification  on  regulations  is  not  al- 
lowed. If  the  U.S.  demanded  individ- 
ual car  inspection,  Japanese  sales  here 
would  freeze. 

These  rebuffs  have  angered  the  Ad- 
ministration. Says  Special  Trade  Rep- 
resentative William  E.  Brock  III  blunt- 
ly: "We  have  taken  as  much  time  as 
we  can  afford  to  take  and  we  have 
been  as  understanding  as  we  possibly 
can  be.  Now  it  is  really  up  to  them  to 
move  and  move  quickly." 

What  will  the  U.S.  do  if  the  Japa- 
nese continue  their  present  tactics? 
Secretary  of  Commerce  Malcolm  Bal- 
drige  warns  that  the  Administration 
soon  will  propose  "reciprocity  legisla- 
tion" that  would  condition  U.S.  ac- 
ceptance of  Japanese  goods  on  equal 
access  for  American  goods  and  ser- 
vices in  Japan.  Several  reciprocity 
bills  are  pending  in  Congress,  but  the 
Administration  has  opposed  them. 
Baldrige  adds  that  he  may  suggest 
changes  in  U.S.  antitrust  laws  to  per- 
mit U.S.  firms  to  pool  their  research 
and  development  in  order  to  meet 
head-on  similar  cooperative  ventures 
by  Japanese  manufacturers. 

Such  antitrust  changes  would  at- 
tempt to  offset  the  Japanese  practice 
of  targeting  industries  such  as  elec- 
tronics and  data  processing, 
and  supporting  Japanese  com- 
panies while  boycotting  U.S. 
ones.  The  report  also  com- 
plains about  "buy  Japan"  poli- 
cies at  the  monopolies  run- 
ning telecommunications, 
railroads  and  electric  power. 

Don't  ignore  the  contribu- 
tion that  aggressive  Japanese 
business  has  made  to  teaching 
U.S.  labor  unions  the  hard  les- 
son of  world  competition  and 
to  awakening  forcibly  some 
sleepy  U.S.  company  manage- 
ments. But  trade  must  be  a 
two-way  street.  Now  the  Rea- 
gan Administration  is  telling 
Japan,  with  increasing  force, 
that  it  had  better  let  U.S.  in- 
dustry compete  over  there  or 
face  retaliation  that  will 
sharply  limit  Japanese  sales  in 
the  $3.1  trillion  (GNP)  U.S. 
market — upon  which,  in  the 
final  analysis,  Japanese  pros- 
perity essentially  depends.  ■ 
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vVDRI)  TO  THE  WEALTHY 

MNC  ONE'S  CAKE  AND  EATING  IT  TOO  IS  LARGELY  A  MATTEP 
PROPERLY  MANAGING  THE  ENTREPRENEUR'S  COMPLETE  CYCLE 
WEALTH.  FROM  ITS  CREATION, TO  ITS  INVESTMENT,  TO  ITS 

)NSERVATION  FOR  ONE'S  ESTATE. 

CITIBANK 


',  Citibank,  N.A..  Member  FDIC 


PRIVATE  BANKING  &  INVESTMEN 


The  Money  Men 


William  D.  Witter  likes  small-company 
stocks.  That's  why  he  is  a  successful  inde- 
pendent money  manager  today  and  not 
working  for  Sears,  Roebuck. 


Small  can  be 
beautiful 


By  Ben  Weberman 


Money  Manager  William  I).  Witter 

"i figured,  gee  whiz,  if  they  can  do  it,  I  can,  too." 


WILLIAM  DAVID  WITTER,  53, 
might  have  ended  up  as  part 
of  the  giant  Sears  empire  like 
the  rest  of  his  father's  company  if  he 
did  not  have  an  overpowering  urge  to 
prove  that  he  could  go  it  on  his  own. 
Today,  very  much  his  own  boss,  he 
runs  a  six-year-old  money  manage- 
ment firm. 

Bill  Witter  moved  to  New  York  in 
1956  from  San  Francisco — the  head- 
quarters of  his  father's  Dean  Witter  & 
Co. — and  he  worked  his  way  up  from 
registered  representative  to  head  of 
institutional  sales.  The  younger  of 
two  sons  of  the  founder,  he  was  not 
immediately  in  line  for  the  top.  "I  was 
36  when  I  left,"  he  says.  "If  I  stayed 
around  20  years,  I  would  have  had  a 
shot  at  it."  Once  in  New  York,  "I 
looked  at  all  those  fellows  out  there 
who  were  my  contemporaries,"  he  re- 
calls, "Donaldson,  Lufkin  &  Jenrette 
or  Faulkner,  Dawkins  &  Sullivan. 
They  were  doing  what  I  was  doing. 
But  they  were  doing  it  independently. 
And  they  were  very  successful  at  it.  I 
figured,  gee  whiz,  if  they  can  do  it,  I 
can,  too."  In  1966  he  formed  William 
D.  Witter,  Inc.,  member  of  the  New 
York  Stock  Exchange,  as  a  "boutique" 
firm  emphasizing  strong  research  for 
institutional  clients  on  smaller  stocks 
that  were  not  always  followed  by  the 
bigger  firms.  "We  were  really  a  high- 
grade  operation."  But  negotiated  rates 
arrived,  and  that  soon  cut  the  eco- 
nomic heart  out  of  firms  like  his  that 
needed  full-size  commissions  to  meet 
the  research  overhead.  Eventually, 
the  company  merged  into  Drexel 
Burnham. 

Witter  got  out  to  organize  an  invest- 
ment management  firm,  again  called 
William  D.  Witter,  and  decided  to 
concentrate  on  buying  stocks  for  peo- 
ple rather  than  selling  them.  He  went 
over  to  what  The  Street  calls  "the  buy 
side."  That  was  in  1976,  when  he 
started  with  $4  million  of  assets  to 
manage.  Today,  it's  $375  million,  his 
biggest  single  account  being  an  8% 
piece  of  the  State  of  Oregon  Equity 
Fund,  part  of  the  state's  pension  sys- 
tem." The  account  is  currently  about 
$112  million. 

"What  we  like  is  to  control  only  a 
portion  of  a  pension  fund,"  he  says. 
"That  way  we  can  have  great  flexibil- 
ity in  stock  selection  and  concentrate 
on  the  growth-oriented  portion  of  the 
pension  fund."  That  fits  his  small- 
stock  philosophy  very  well.  Invest- 
ment counselors  habitually  have  70% 
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or  80%  of  an  account  in  S&P's  500 
stocks,  he  observes.  His  Oregon  ac- 
count is  80%  non-S&P's. 

"It's  easier  to  make  money  in  small 
companies,"  says  Witter,  explaining 
himself,  "because,  first  of  all,  you  un- 
derstand them.  Second,  they  have 
only  one  or  two  or  three  product 
areas,  which  you  can  make  sure  are 
growing  faster  than  average.  Select  a 
group,  watch  it  carefully,  and  I  think 
you're  going  to  do  pretty  well  over  a 
period  of  time.  There  will  be  losers  as 
well  as  winners,  so  it  is  imperative  to 
have  money  in  a  number  of  issues." 

A  lot  of  Witter's  investment  ideas 
come  from  his  old  friends  in  Califor- 
nia who  are  engaged  in  venture  capital 
work.  Witter  was  one  of  the  original 
investors  in  National  Semiconductor, 
formed  in  1959  with  an  initial  invest- 
ment of  $600,000,  worth  nearly  $20 
million  today.  (Witter  has  long  since 
sold  his  part  of  the  company.)  On  the 
East  Coast,  Witter  keeps  in  touch 
with  people  like  Pete  Bancroft  of  Bes- 
semer Securities.  Then  he  goes  to 
work  with  good,  old  Graham  and 
Dodd  fundamental  analysis  before 
buying.  He  does  better  than  the  stock 
market  averages  in  bull  markets.  This 
year  the  S&P's  500  index  is  up 
19.95%,  combining  appreciation  with 
dividends.  His  Oregon  account  is  up 
34.63% .  The  portfolio  falls  faster  than 
the  averages  in  weak  markets,  howev- 
er. Since  late  1978,  the  Oregon  ac- 
count has  dropped  more  than  41%  in 
down  markets,  while  S&P's  500  has 
dipped  34%.  That's  hardly  surprising. 
People  who  say  that  small  stocks  do 
better  than  big  stocks  are  looking  at  the 
upside,  not  the  downside.  They  are 
looking  at  only  one  kind  of  market. 

Assuming  an  up  market  we  are  in 
now,  what  stocks  does  Witter  like 
now?  His  company  is  following  about 
80  fast-growth  stocks.  He  is  con- 
vinced there  is  profit  in  companies 
that  will  benefit  from  consumer  spend- 
ing on  discounted  or  bargain  goods,  and 
companies  that  can  take  advantage  of 
lower  energy  costs.  The  consumer 
"will  soon  be  spending  plenty  of  mon- 
ey— cautiously,"  he  predicts.  He  ar- 
gues the  stock  market  itself  will  pro- 
vide a  spark.  "People  now  have  $250 
billion  to  $300  billion  more  than  before 
the  stock  market  rally  began  in  mid- 
August,"  he  says.  There  ate  nearly  6 
million  individuals  who  have  $25,000 
or  more  in  stocks,  he  adds,  waving  a 
survey.  "It  is  much  easier  to  get  to  your 
money  when  it  comes  from  stock  mar- 
ket profits  than  from  home  equity." 
Plus,  there  are  tax  cuts. 

He  would  avoid  big  oil  and  most 
heavy  cyclical  industries.  There  are 
exceptions.  Some  airlines,  particular- 
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\  i.  \T  We  Have  Loved 
For  Centuries, You 
\  Will  Love  In  Seconds. 

Since  1608  it's  been  the  same  old  story. 
People  love  Old  Bushmills  the  second 
they  taste  it. 

Because  Old  Bushmills  is  smooth  and 
mellow.  A  smoothness  not  easily  come  by. 

The  secret  lies  in  an  ancient  process 
that  goes  back  centuries  to  Ireland.  To  the 
village  of  Bushmills,  and  the  oldest  whiskey 
distillery  in  the  world. 

Here  we  pick  the  local  barley  ripe  for 
harvest  in  nearby  fields. 

We  draw  clear  water  from  the  River  Bush 
water  born  for  whiskey. 

We  commit  these  and  other  choice 
ingredients  to  our  age-old  triple  distilla-  AA. 
tion  process. 

Then  our  whiskey  matures  in 
handmade  oaken  casks. 

When  it  finally  comes  of  age  years 
later,  only  then  is  it  worthy  of  our  label. 
Old  Bushmills. 

But,  like  18  generations  before  you, 
you'll  know  exactly  what  that  means. 
After  your  very  first  taste. 
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jj  The  taste  you  don t  have  to  acquire. 


NOT  EVERYONE  CAN 
SERVICE  OFFICE  EQUIPMENT 
IN  THIS  NEIGHBORHOOD. 


Of  course,  not  everyone  has  customers  that  spread  their  office 
machines  over  a  neighborhood  139  million  miles  square  and  2  miles  deep. 

But  Xerox  does.  Our  equipment  can  be  found  on  everything  from 
naval  vessels  to  cargo  ships.  Cruise  liners  to  off-shore  oil  rigs. 

So  we've  stationed  Xerox  service  people  everywhere  from  Hawaii  to 
Naples.  San  Diego  to  Iceland. 

We've  helicoptered  our  people  out  to  service  seasick  copiers  on  oil 
rigs  in  the  Gulf  or  Mexico. 

We've  even  set  up  special  training  schools  so  sailors  can  keep  their 
copiers  copying  despite  the  constant  pitching  and  rolling  of  life  on  the 
high  seas. 

But  you  don't  have  to  sail  the  seven  seas  to  get  this  kind  of  service. 

Most  of  our  30,000  service  people  are  confirmed  landlubbers.  So  no 
matter  where  in  the  world  you  are,  Xerox  service  is  never  far  away 

In  more  and  more  places,  all  you  have  to  do  is  pick  up  your  phone. 
The  service  person  who  takes  your  call  has  a  desktop  computer.  Within 
seconds,  your  machine's  life  story  flashes  before  his  eyes. 

With  this  information,  he  may  be  able  to  tell  you  how  to  repair  your 
own  machine. 

If  not,  he'll  dispatch  a  technical  representative.  Thanks  to  the  com- 
puter, he'll  arrive  fully  briefed  on  your  machine's  problem.  And  with  a 
solution  in  mind. 

When  he  finishes  that,  his  task  has  only  just  begun.  He  makes  adjust- 
ments. Replaces  worn  parts.  And  returns  your  machine  to  its  factory 
specifications. 

He  may  even  replace  parts  that  are  still  perfectly  good.  With  new 
parts  that  are  technological  improvements  over  the  original  ones. 

Not  everyone  goes  this  far  to  service  their  office  machines.  In  fact,  no 
one  else  does. 

That's  why  when  it  comes  to  office  machines,  Xerox  rules  the  waves. 

XEROX 
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The  Money  Men 


ly  regionals,  will  do  well  because  the 
cost  of  fuel  will  be  down.  Autos 
should  rebound  because  of  lower  steel 
costs  and  a  pentup  need  for  cars.  Paint 
specialist  Earl  Scheib,  an  auto  mainte- 
nance organization,  is  high  on  his  ap- 
proved list. 

As  a  consumer  spending  play,  Wit- 
ter likes  House  of  Fabrics  and  Minne- 
sota Fabrics  in  the  home  fashion  cate- 
gory; and  Best  Products  and  Service 
Merchandise,  which  sell  hard  goods  at 
discounts  from  catalog  showrooms. 

He  is  also  investing  "heavily  "  in  bro- 
kerage stocks.  "We  are  changing  from 
an  era  of  collectibles  to  one  of  mvesti- 


bles, "  he  says.  "And  that  is  good  for  the 
stock  market. "  He  reckons  the  brokers' 
stocks  do  not  reflect  the  earnings  po- 
tential of  a  sustained  bull  market.  "We 
think  we're  in  a  bull  market  and  the 
brokers  are  going  to  do  very  well  for  the 
next  two  to  three  years." 

What  else?  High-technology  stocks 
will  come  back  into  favor,  Witter 
thinks.  A  rising  stock  market  will  let 
high-technology  companies  raise 
money  by  selling  shares  at  relatively 
high  price/earnings  multiples  and  pay 
off  burdensome  bank  debt. 

Besides  a  handful  of  semiconductor 
and  semiconductor  capital  equipment 
companies,  "we're  in  four  or  five  com- 
puter software  companies.  One  is 
called  Logicom,  a  systems  integrator. 
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John  Johnson  is  one  of  the  richest  and  most 
powerful  businessmen  in  America,  but  he 
still  cant  quite  believe  it.  Maybe  thafs  why 
he  keeps  getting  richer. 


"It's  a 
miracle" 


By  Jonathan  Greenberg 

John  H.  Johnson  says  he 
learned  early  that  "the  name  of 
the  game  is  to  survive  with  hon- 
or." Not  a  bad  watchword  for  a  career, 
or  a  life.  But  in  Johnson's  case,  it  has 
an  extra  twist.  He  is  black — perhaps 
the  richest  and  certainly  the  most 
powerful  black  businessman  in  the 
country. 

At  64,  Johnson  is  publisher  and  sole 
owner  of  Ebony  magazine,  the  glossy 
monthly  that  is  the  nation's  premier 
black  publication,  as  well  as  the 
breezier  Jet,  two  radio  stations  and  a 
highly  profitable  cosmetics  company. 
He  is  moving  into  television  program- 
ming, and  broadcast  and  cable  TV. 

Starting  in  the  slums  of  Chicago,  for 
a  time  on  welfare,  Johnson  has  put 
together  a  business  empire  that  now 
grosses  around  $100  million  a  year 
and  probably  has  a  net  worth  consid- 
erably in  excess  of  that.  Little  wonder 
that  he  says:  "I  believe  in  miracles.  I 


It  puts  together  major  military  sys- 
tems, and  evaluates  them  for  the  gov- 
ernment. They  have  done  this  for  the 
Minute  Man  and  the  B-52.  It's  a  sort  of 
brain  group  that  came  out  of  TRW." 

New  issues  are  a  different  matter. 
"It  is  hard  to  find  good  new-issue 
stocks  because  a  lot  of  the  underwrit- 
ings  are  overpriced.  We  don't  usually 
purchase  new  issues.  Whether  those 
high  P/E  multiples  set  on  new  stocks 
are  going  to  reward  the  investor  is  a 
good  question.  They  certainly  reward 
the  company  doing  the  financing  and 
the  investment  banker."  In  a  sense 
this  is  why  Bill  Witter  went  over  to  the 
buy  side  in  the  first  place.  He  thinks  he 
can  better  serve  investors  in  buying 
stocks  rather  than  in  peddling  them.  ■ 


believe  my  success  is  a  miracle." 

If  so,  Johnson  made  the  miracle  him- 
self. At  Du  Sable  High  School  on  Chica- 
go's South  Side  back  in  the  depths  of  the 
Depression,  he  read  Dale  Carnegie's 
/low  To  Win  Friends  and  Influence  People 
over  and  over.  The  book  drummed  an 
important  lesson  into  his  head:  "Don't 
get  mad,  get  smart."  He  went  to  work 
for  black-owned  Supreme  Life  Insur- 
ance Co.  after  finishing  high  school  in 
1936.  By  1942  he  had  started  his  first 
magazine,  Negro  Digest,  with  $500  his 
widowed  mother,  a  housekeeper,  bor- 
rowed against  her  new  furniture. 

Johnson  used  the  money  to  mail  out 
offers  for  discount  charter  subscrip- 
tions to  Supreme  Life's  20,000  policy- 
holders and  got  back  3,000  responses, 
each  with  $2  enclosed.  To  convince  a 

distributor  to  take  the  magazine,  he 
— 


Publishing  magnate  John  H.Johnson 
Don't  get  mad,  get  smart. 
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"Johnson,  Northwestern 


ituai  nas  just  coi 
great  new  plan  t< 

olicvowners.  Unfa 


" Heard  of  it? . .  .Then  sit 
down,  because  this  one's  really 
something.  In  a  nutshell,  they 
now  have  a  program  that  can 
increase  their  policyowners' 
dividends.  Some  up  to  40%  or 
more.  Without  increasing  pre- 
miums. They're  calling  it  Update 
'83,  and  for  the  life  of  me,  I  can't 
figure  out  how  they  did  it. 

" You'd  think  after  being  in 
the  business  for  over  a  century 
they'd  run  out  of  ideas.  Yet  year 
after  year  after  year  they  keep 
rolling  them  out,  setting  the  pace 
for  the  entire  industry! 

uSo,  more  to  the  point:  that 
lunch  date?  Cancel.  We're  eating 
in.  And  working!!" 


Of  course  the  competition  is 
concerned  about  our  great  life 
insurance  values.  But  if  you  re  a 
Northwestern  Mutual  Life  policy- 
owner, you  already  know  about 
them.  If  not,  call  a  Northwestern 
agent.  He's  the  only  one  who  handles 
Northwestern  Mutual  plans.  And 
after  talking  to  him,  you  11  under- 
stand why. 

The  Quiet  Company 
A  tough  act  to  follow 

©1982  The  Northwestern  Mutual  Life  Insurance  Company,  Milwaukee.  Wisconsin 
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got  30  fellow  employees  to  ask  for 
Negro  Digest  at  newsstands  along  the 
South  Side.  He  also  reimbursed 
friends  who  bought  up  most  of  the 
copies,  convincing  dealers  it  was  in 
demand.  He  took  those  and  resold 
them.  The  ploy  was  repeated  in  De- 
troit, New  York  and  Philadelphia. 
Within  a  year  Negro  Digest  was  selling 
50,000  copies  a  month.  In  1945  John- 
son started  the  more  popular  Ebony, 
the  first  slick-paper  magazine  for 
blacks.  With  current  circulation  of  1.5 
million  Ebony  reaches  a  total  6.5  mil- 
lion readers,  Johnson  figures.  Add  on 
5.5  million  readers  for  Jet,  and  it 
means  that  Johnson's  magazines 
reach  nearly  half  the  U.S.  adult  black 
population.  "You  can't  sell  success- 
fully to  the  black  consumer  market 
without  me,"  he  boasts. 

Building  on  that  franchise,  Johnson 
branched  out  in  1974  into  radio  (sta- 
tions WJPC  in  Chicago  and  WLOU  in 
Louisville,  Ky.)  and  in  1973  into  Fash- 
ion Fair  Cosmetics,  a  high-end  cos- 
metic line  for  blacks  sold  only  in  de- 
partment stores. 

Fashion  Fair  was  a  classic  example 
of  demand  searching  for  supply.  For 
the  past  25  years  Johnson  has  spon- 
sored the  Ebony  Fashion  Fair,  the 
world's  largest  touring  fashion  show. 
When  he  had  trouble  finding  cosmetic 
shades  dark  enough  for  his  models,  he 
tried  unsuccessfully  to  convince  Estee 
Lauder  and  Revlon  to  produce  some 
(both  now  do).  So  he  started  Fashion 
Fair,  promoting  it  through  direct  mail- 
ings to  Ebony  and  Jet  subscribers.  Its 
products  are  now  sold  by  some  1,200 
Fashion  Fair  salespeople  in  over  1,500 
department  stores  in  the  U.S.,  Canada, 
the  West  Indies,  Africa  and  Great  Brit- 
ain. Sales  grew  16%  this  year,  to  over 
$30  million.  Margins:  well  above  aver- 
age in  the  high-margined  cosmetics 
industry.  Johnson's  cost  of  product  is 
22%,  vs.  an  industry  average  of  26%; 
and  of  course  advertising  in  Ebony  and 
Jet  is  at  cost. 

"I  think  Fashion  Fair  could  be  big- 
ger than  anything  I  own  right  now," 
says  Johnson,  enthusiastically.  "Be- 
sides, it's  given  me  a  great  sense  of 
triumph.  I  not  only  proved  that 
there's  a  market  when  they  said  there 
wasn't  one,  but  so  far  the  giants  have 
not  been  able  to  shake  my  position." 

With  Johnson's  power  and  affluence 
has  come  considerable  political  clout. 
Like  many  another  rich  man,  he  keeps 
it  evenhanded.  He  rarely  endorses 
candidates,  although  he  has  been  con- 
sulted by  every  President  in  the  last 
20  years.  He  contributed  substantial- 


ly, for  example,  to  the  campaigns  of 
both  Republican  Governor  of  Illinois 
Jim  Thompson  and  Democratic  May- 
or Jane  Byrne  of  Chicago  this  year.  "I 
give  to  all  the  leading  candidates  be- 
cause we  want  to  survive  under  all  of 
them,"  he  says.  The  Reverend  Jesse 
Jackson,  himself  a  power  among 
American  blacks,  praises  Johnson  lav- 
ishly as  a  "living  legend." 

Ebony,  cornerstone  of  Johnson's  em- 
pire, is  shrewdly  positioned  to  preach 
Johnson's  message  that  blacks  can 
make  it  just  as  he  made  it.  It  mixes 
self-improvement  features  on  weight 
loss  with  stories  about  entertainers, 
athletes  and  successful  professionals. 
Its  readership  is  loyal.  "I  like  to  read 
about  how  blacks  are  climbing,"  says 
Cheryll  Simon,  a  20-year-old  VDT 
keyboard  operator  in  New  York. 

Johnson  presides  over  editorial 
meetings,  although  he  rarely  writes 
for  his  magazines.  To  keep  abreast  of 
current  events  and  generate  story 
ideas,  he  speed-reads  nearly  100  publi- 
cations a  month,  including  daily 
newspapers  from  large  black  cities 
like  Birmingham,  Atlanta  and  De- 
troit. He  is  also  a  director  of  Grey- 
hound Corp. — "one  of  our  most  force- 
ful," says  Greyhound  director  and  for- 
mer CEO  Gerald  Trautman. 


At  Johnson  Publishing  Co.'s  1 1 -sto- 
ry modern  headquarters  in  downtown 
Chicago,  Johnson's  350  employees, 
mostly  women,  all  nonunion  and 
nearly  all  black,  function  like  an  ex- 
tended family.  Top  executives  are  re- 
warded with  leased  Cadillacs,  first- 
class  air  travel  and  other  perks.  But 
Johnson  can  be  demanding.  "On  days 
like  this,"  an  executive  told  a  Forbes 
reporter,  "if  I  see  him  in  the  elevator,  I 
wait  for  the  next  one."  The  company 
has  few  high-level  administrators — 
most  serve  dual  functions — and  the 
editorial  staff  is  lean;  fewer  than  a 
dozen  people  write  and  edit  Ebony-, 
only  about  15%  of  the  material  comes 
from  freelancers. 

Johnson  believes  Ebony's  U.S.  circu- 
lation will  reach  2  million  by  1985.  In 
1983,  he  will  start  French  and  Spanish 
versions  for  Third  World  countries. 
But  these  days  broadcasting  is  his 
most  rapidly  expanding  diversifica- 
tion. WJPC  is  the  llth-largest  station 
in  Chicago's  44-station  radio  market, 
and  recently  acquired  WLOU  is  num- 
ber two  in  Louisville.  Johnson  would 
like  to  buy  a  TV  station  and  is  one  of  a 
group  of  black  Chicago  businessmen 
bidding  for  a  cable  franchise  there. 

But  the  main  thrust,  he  says,  will  be 
in  programming,  both  for  cable  and 


Johnson  Publishing  's  Linda  Johnson 

"I  don't  see  this  as  a  burden,  I  see  it  as  a  challenge.' 
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THE  LAND 
AND  THE 
PROMISE. 

"He  was  a  man  of  depth,  and 
warm  love,  of  slow,  brilliant 
reasoning  and  quick,  hand- 
hewn  philosophy,  of  softness 
and  hardness,  and  in  appear- 
ance a  paradox,  a  beautiful 
ugliness  that  was  poetry  in 
expression.  He  was  all  the 
things  that  men  are." 

America's  love  tor 
Abraham  Lincoln  has 
many  roots.  But  the  deepest 
may  very  well  be  that  he, 
more  than  any  other 
American  hero,  symbolizes 
both  a  nation  and  a  people. 
He  shared  both  the  dignity 
and  agony  of  both  poverty 
and  prominence.  While 
humble  and  compassionate, 
he  was  uncompromising  in 
his  drive  for  a  unified 
nation.  And  to  a  people 
hopelessly  divided,  he 
shared,  but  never  lived, 
the  promises  that  unity 
would  bring. 

The  promise  is  still  alive. 
But  to  fulfill  it  we  must  meet 
today's  energy  needs,  while 
building  the  bridge  that 
takes  us  to  the  place  or  time 
of  energy  independence. 
At  NUTECH  we  are  mindful 
of  this  need.  Our  challenge 
is  to  provide  innovative 
engineering  solutions  to 
virtually  any  structural 
or  systems  engineering 
problem.  Without  consid- 
eration to  compromise. 

The  intent  is  basic.  The 
efficient  and  responsible 
application  of  existing 
resources  will  provide  the 
opportunities  for  the  future. 

As  a  consultant  to  the 
nuclear  power,  electric 
utility,  petroleum,  and  con- 
struction industries,  we 
at  NUTECH  are  providing 
answers.  Offering  solutions. 
And  are  helping  make  the 
promise  a  reality. 

nutech 

A  limited-edition  poster  ofAoraham  Lincoln, 

photographed  by  lay  Maisel,  is  available  by 

writing:  Nutech,  6835  Via  DelOro,  Dept.  f, 

Sanlose,CA9S1l9 

copyright  198?.  Nutech,  Incorporated 


Were  the  worlds  biggest 
small  appliance  company  because 
were  mothers  little  helper. 


IT' 


ALLEGHENY  INTERNATIONAL 

SPECIAL  SKILLS  FOR  SPECIAL  NEEDS. 


)ur  remarkable  work-saving 
itchen  appliances  can  be 
xjnd  almost  anywhere  in 
le  world  today.  Our  food 
>rocessors,  toasters,  blenders, 
ypans  and  other  electrical 
e  pers  are  being  used  in  kitch- 
;ns  of  virtually  every  descrip- 
on  to  prepare  virtually  any 
leal  imaginable. 

Meeting  special  needs  for 
^bor-saving  kitchen  help  has 
nade  us  the  world's  biggest 
mall  appliance 
ompany.  ^ 


i  ie  most  popular 

ixer  worldwide 

tice  1930,  the 

lnbeam 
r  ixmaster, 
1  )w  features 
:  ilectronic  controls 

id  has  20%  more 

iwerthan 
devious  models. 


And  our  famous 
)rands  are  providing  consumers 
vith  utilitarian  products  for  their 
'kitchen  of  the  future." 

It  would  be  hard  to  find  a 
nodern  kitchen  that  does  not 
jtilize  some  appliance  made 
)y  Sunbeam  or  Oster,  both 
\llegheny  International 
ompanies. 


Sold  in  more 
than  50  countries, 
Osterizer  blenders 
hold  the  number- 
one  market  position 
in  the  world. 


m^0t0  Their  products 
include  Sunbeam 
Mixmaster  mixers,  toasters,  food 
processors,  electric  frypans, 
Osterizer  blenders  and  Oster 
Kitchen  Centers. 

Sunbeam  consumer  prod- 
ucts dominate  European  mar- 
kets with  kitchen  appliances 
from  Rima  and  Rowenta.  Their 
names  are  as  well  known  in 
overseas  markets  as  Sunbeam 
and  Oster  are  in  America. 
In  Australia,  from  5  to  6 
Sunbeam  products  can  be 
found  in  the  average  household. 


Sunbeam  frypans  are  number  one  in 
America,  the  United  Kingdom, 
Australia,  and  around  the  world. 


And  innovative  products  like 
self-sharpening  knives  and 
scissors  from  Wilkinson  Sword, 
another  Allegheny  International 
company,  are  quickly  gaining 
acceptance  in  American  and 
European  kitchens. 

At  Allegheny  International, 
we  believe  that  applying  spe- 
cial skills  to 
meet  special 


Products  like  this 
popular  coffee 
maker  have 
helped  Rowenta 
become  a  leading 
brand  of  small 
appliances  in 
Europe. 


needs  is 
the  means 

for  growth.  And  we're  ap- 
plying our  special  skills  in  the 
world's  fastest  growing 
markets— aerospace  and  de- 
fense, transportation,  electron- 
ics, safety  and  protection,  and 
consumer  products. 

That's  what  makes  Allegheny 
International  so  special. 

For  information,  write  to  us  at 
Box  456W  Two  Oliver  Plaza, 
Pittsburgh,  PA  15230. 


0 

I 


tate-of-the-art  kitchen  help,  like  this 
>ster  Kitchen  Center,  can  be  found  in 
itchens  around  the  globe. 


Profiles 


broadcast  television.  His  first  show, 
the  Ebony/Jet  Celebrity  Showcase,  did 
well  in  regional  tests  and  will  appear 
nationally  in  March.  Johnson  plans  to 
convert  an  entire  floor  in  his  headquar- 
ters to  TV  production.  "I  have  no  illu- 
sions about  its  being  easy,"  he  says. 
"But  every  field  I've  gone  into,  they 
told  me  I  couldn't  make  it.  So  I'm  not 
going  to  shy  away  from  this  one." 

He  will  get  it  going,  though,  on  a 
shoestring — as  he  always  has.  "I  don't 
commit  too  much  to  anything,"  he 
says.  "I  can't  afford  to.  I  always  feel  a 


little  insecure.  In  fact,  I  think  there  is 
no  such  thing  as  security.  There  is  no 
such  thing  as  permanent  success." 

Such  an  attitude  can  make  for  a 
tenacious  salesman.  In  fact,  that  is 
really  how  Johnson's  success  was 
built  and  is  still  maintained.  For  ex- 
ample, any  advertising  agency  ac- 
count executive  who  pulls  an  ad  from 
Ebony  ox  Jet  may  be  in  for  a  personal 
visit  from  a  shocked  and  disbelieving 
Johnson  himself,  armed  with  fusil- 
lades of  demographics  and  an  exceed- 
ingly hard  sell.  "If  we  lose  an  account, 
it's  up  to  me  to  get  it  back,"  he  says. 
"If  I  can't  sell  better  than  anybody 
else,  I  don't  deserve  to  be  president." 


What  happens,  though,  when  John 
H.  Johnson  is  no  longer  on  the  scene? 
His  successor  was  selected  a  long 
time  ago:  Linda  Johnson,  his  24-year- 
old  daughter  and  only  child.  Now  a 
vice  president,  she  is  a  bit  younger 
than  Christie  Hefner,  with  whom  she 
is  often  compared.  Is  she  intimidated 
by  the  prospect  of  taking  over  a  family 
business  currently  representing  larger 
private  holdings  than  Hefner's  own? 
"I  don't  see  this  as  a  burden,"  she 
says.  "I  see  if  as  a  challenge." 

Would  she  ever  sell  at  some  point  in 
the  future?  "Never,"  says  Linda  John- 
son, firmly.  "This  is  Johnson  Publish- 
ing Co.  And  I  am  a  Johnson."  ■ 


The  copper  business  is  so  awful  that,  para- 
doxically, there  could  be  good  times  ahead 
for  those  producers  still  around. 


The  bad  news 
bulls 


lowest  level  in  50  years.  It  costs 
Phelps  Dodge,  probably  the  U.S.'  low- 


By  James  Cook 


At  70  cents  a  pound,  producer  prices  est-cost  producer,  over  80  cents  to  get 
for  copper  are  at  their  lowest  level  a  pound  of  copper  out  of  the  ground 
since  1978 — in  real  terms,  at  their    these  days.  At  current  prices,  then, 


Losing  ground 

Copper's  role  in  the  U.S.  economy  has  been  declining  at  least  since 
1945.  Over  the  past  37  years,  when  the  U.S.  GNP  rose  over  600%,  U.S. 
refined  copper  consumption  increased  less  than  30%. 

Refined  copper  consumption  (millions  of  metric  tons)           Gross  national  product  (constant  dollars,  Strillions) 
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virtually  all  the  U.S.  copper  output  is 
being  sold  below  its  full  cost,  and 
most  of  the  rest  of  the  world's  as  well. 

The  news  is  so  relentlessly  bad,  in 
fact,  that  right  about  now  copper  ex- 
ecutives ought  to  be  feeling  pretty 
good.  In  the  past,  in  this  notoriously 
cyclical  game,  a  serious  downturn  has 
usually  been  followed  by  quick, 
strong  improvement,  with  prices 
firming  up  in  anticipation  of  stronger 
demand.  But  today,  despite  wide- 
spread hopes  of  better  business  to- 
morrow, copper  prices  remain  weak. 
Despite  production  cutbacks,  the 
overhanging  supply  on  the  Comex  in 
New  York  and  on  the  London  Metal 
Exchange,  though  comfortably  low, 
has  even  mounted  a  bit.  That's  bad 
enough.  But  there's  also  plenty  of  rea- 
son to  believe  that  the  rules  of  the 
copper  game  have  changed  profoundly 
and,  most  likely,  permanently. 

The  biggest  factor  is  the  changed 
ownership  of  the  copper  industry. 
Thirty  years  ago  virtually  all  of  the 
mines  and  smelters  were  privately 
owned.  No  more.  According  to  Simon 
Strauss,  former  vice  chairman  of 
Asarco  and  now  a  consultant,  40%  of 
the  world's  capacity  is  now  controlled 
by  governments,  primarily  in  the 
Third  World.  Another  35%  is  owned 
by  noncopper  companies,  mainly  oil 
companies.  What  used  to  be  called 
copper  companies  now  control  25%. 

The  government  producers  are  not 
primarily  interested  in  making  mon- 
ey. They  are  more  interested  in  jobs 
and  foreign  exchange,  so  in  bad  times 
they  keep  turning  out  copper  no  mat- 
ter what  happens  to  demand.  It's  the 
privately  owned  companies  that  have 
to  make  room.  Thus,  through  August 
of  this  year,  U.S.  production  fell  23%, 
but,  despite  cutbacks  by  private  com- 
panies in  Canada  and  elsewhere,  pro- 
duction outside  the  U.S.  rose  2%. 

With  generally  lower-cost  mines, 
the  government  producers,  to  an  ex- 
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IT  JUST  KEEPS  GETTING  BETTER  AND  BETTER 

INTRODUCING  THE  MAGNIFICEN1 


JAGUAR  FOR  82 


car's  beauty  is  self-evident  In  a  survey 
Car  and  Driver  magazine,  a  consensus 
"iotor  critics,  designers  and  enthusiasts 
neti  the  XJ6  the  most  beautiful  four  door 
an  of  all  time  But  the  people  who  build 
se  living  classics  are  never  content  with 
state  of  the  art.  Restless  and  uncom- 
mismg,  the  designers  engineers  and 
ility  inspectors  of  Jaguar  strive  to  make 
uncommon  machine  better  and  better. 
1983  XJ6  is  the  finest  example  to  date 
lis  philosophy  in  action 
ne  car  incorporates  many  new  refine- 
its  in  the  way  it  is  built,  tested  and 
ipped  The  silence  of  a  Jaguai  in  mo- 
is  famous.  To  help  ensure  this  quiet  we 
Dloy  a  sophisticated  ultrasonic  testing 
edure  to  check  the  sealing  of  all  doors 
windows  After  innumerable  on-line  in- 
ctions  each  Jaguar  is  individually  road 
ed  on  winding  Coventry  roads  Only 
r  this  final  test  of  the  car's  performance 


in  action  is  it  certified  tor  shipment. 

Jaguar  response  and  handling  are  leg- 
endary and  the  1983  model  carries  on  this 
tradition  The  engine  is  electronically  fuel 
injected  quick,  smooth  and  very  strong. 
Power  rack  and  pinion  steering  assures  di- 
rectional precision.  Balance,  stability  and 
an  exceptionally  smooth  ride  are  the  prod- 
ucts of  Jaguar's  four  wheel  independent 
suspension  system   "Anti-dive"  suspen- 
sion geometry  and  four  wheel  power  disc 
brakes  stop  the  car  wnh  unruffled 
assurance 

The  interior  of  the  1983  Jaguar  is  a  realm 
of  understated  luxury  Newly  designed 
seats  are  faced  in  the  finest  leather  There  is 
a  new  driver's  console  veneered  in  rare  wal- 
nut to  match  the  dashboaid  Electronic 

JAGUAR 

J  A  BLENDING  OF  \P,1  AND  MACHINE 


conveniences  surround  you:  a  new  trip 
computer  tells  you  elapsed  time  and  miles 
average  speed  and  average  fuel  consump 
tion  There  is  a  power  sunroof;  cruise  con 
trol  power  mirrors,  windows,  doorlocks 
and  a  heating  and  air  conditioning  system 
that  regulates  itself  And  it  is  all  standard 
equipment  on  the  best  Jaguar  ever  built. 

Also  standard  is  the  best  warranty  Jaguar 
has  ever  offered  For  two  years  or  36,000 
miles  whichever  comes  first,  Jaguar  will 
repair  or  replace  any  part  which  proves 
defective  The  Pirelli  tires  are  covered  by 
the  manufacturer's  warranty  Ask  your 
dealer  for  details  on  this  limited  warranty. 

We  urge  you  to  drive  this  magnificent  new 
Jaguar  It  is  an  experience  that  gets  better 
and  better  each  year  For  the  name  of  the 
dealer  nearest  you,  call  these  numbers  toll- 
free  (800)  447-4700  or,  in  Illinois,  (800) 
322-4400 

JAGUAR.  Leonia  N.J.  07605 


Second  (and  third)  thoughts 


Even  the  oil  industry  is  becoming 
disenchanted  with  the  copper 
companies  it  once  so  eagerly  sought. 
Two  years  ago  Arco  shut  down  the 
smelter  at  Anaconda,  Mont,  and 
mothballed  its  newly  opened  Carr 
Fork  mine — perhaps  permanently. 
In  June  1 98 1  it  shut  down  part  of  the 
Berkeley  pit  in  Butte,  and  it's  trying 
to  sell  Anamax — the  high-cost 
Twin  Buttes  mine,  which  it  agreed 
to  divest  when  it  took  over  Ana- 
conda. The  way  things  are  going, 
Arco  could  soon  be  out  of  the  busi- 
ness it  spent  $800 million  to  get  into 
a  few  years  ago. 

Exxon  has  never  gone  ahead 
with  its  $3  billion  expansion  of  the 


Disputada  mine  in  Chile  Cities 
Service  put  its  Miami  Copper  prop- 
erty on  the  market  last  spring  and 
backed  off  when  nobody  made  any 
offers.  SoCal  abandoned  its  efforts 
to  acquire  Amax,  which  in  turn  has 
agreed  to  sell  off  its  50%  interest  in 
Anamax.  Marmon  would  reported- 
ly not  be  reluctant  to  sell  its  20.6% 
interest  in  Asarco's  Southern  Peru 
Copper.  Pennzoil  is  still  standing 
pat  with  Duval,  and  Sohio  with  its 
$1.8  billion  investment  in  Kenne- 
cott,  but  if  Louisiana  Land  (Copper 
Range)  and  Anglo  American  (Inspi- 
ration) are  not  thinking  of  getting 
out  of  the  business,  maybe  they 
ought  to  be.— J.C. 


tent,  could  afford  to  keep  on  produc- 
ing full  out.  Chile  and  Peru  are  prob- 
ably about  covering  their  costs  even  at 
present  low  prices,  though  Zambia 
and  Zaire  are  probably  losing  their 
shirts.  So,  for  good  reasons  and  bad, 
the  government  producers  set  the 
tune,  and  like  it  or  not  the  rest  of  the 
world  has  to  dance  to  it. 

Nor  is  that  all.  The  movement  of 
the  oil  and  other  noncopper  compa- 
nies into  the  business,  however  much 
it  may  have  strengthened  individual 
companies,  has  clearly  damaged  the 
industry  at  large.  They  have  kept 
mines  running  that  in  ordinary  cir- 
cumstances would  have  been  shut 
down.  "If  it  were  not  for  [Sohio's]  oil 
money,"  says  Jean  Vuillequez,  former 
vice  chairman  of  Amax  and  now  a 
consultant  with  International  Man- 
agement Consultants,  "Kennecott, 
the  biggest  producer,  would  be  pro- 
ducing much  less  than  what  they  are 
producing  now.  Much  less.  Because 
they  wouldn't  be  able  to  finance  their 
losses."  And  by  now  Anaconda  might 
have  gone  into  reorganization  if  Arco 
had  not  acquired  it  in  1977. 

Meanwhile,  the  remaining  major 
independents — Phelps  Dodge,  Asarco 
and  Newmont — are  slowly  being  driv- 
en to  the  wall.  Ironically,  Phelps 
Dodge,  with  the  industry's  richest 
mines  and  perhaps  its  best  manage- 
ment, has  proven  especially  vulner- 
able. After  curtailing  production  last 
winter,  it  closed  all  of  its  mines  in  the 
spring  and  proceeded  to  live  off  its 
inventories  of  low-cost  copper  and  the 
60-cent  copper  it  could  buy  in  the 
open  market.  And  why  not?  Even  add- 
ing in  the  maybe  15  cents  a  pound  it 
costs  to  maintain  the  mines,  PD  was 
still  spending  less  than  the  82  cents  it 


cost  to  produce  new  copper  itself.  In 
October  PD  went  back  into  produc- 
tion, not  because  demand  had  im- 
proved but  because,  having  exhausted 
its  inventories,  it  was  cheaper  to  pro- 
duce than  to  go  on  maintaining  the 
mines  and  buying  on  the  open  market. 

Outsiders  have  speculated  that,  un- 
less business  picks  up,  PD  could  be 
forced  to  sell  off  some  choice  assets  to 
finance  its  losses — Southern  Peru 
Copper,  for  instance,  or  Black  Moun- 
tain in  South  Africa — assuming  a  buy- 
er could  be  found.  And  buyers  are  hard 
to  come  by  these  days.  Neither  Ana- 
max nor  Miami  Copper  has  attracted 
any  so  far,  and  only  last  month  the 
Japanese  backed  out  of  a  deal  to  help 
finance  the  $280  million  Cerro  Verde 
II  project  in  Peru.  The  reason:  Pro- 
spective copper  prices  over  the  14 
years  of  the  loans  may  not  be  high 
enough  to  liquidate  the  investment. 

So  the  entire  industry  is  playing  a 
waiting  game,  and  hope  dies  hard. 
Given  even  a  modest  upswing  in  de- 
mand, or  so  one  optimistic  argument 
runs,  prices  would  not  only  rise,  they 
would  hold — because  it  would  be 
three  to  six  months  before  the  indus- 
try could  get  mothballed  mines  into 
production  again.  Jean  Vuillequez  can 
even  see  prices  rising  like  a  rocket, 
from  the  65.5  cents  a  pound  copper 
recently  sold  for  on  the  New  York 
Commodities  Exchange  to  as  high  as 
$2,  on  a  genuine  turnaround. 

But  even  given  an  end  to  the  reces- 
sion, there  is  good  reason  to  question 
how  much  of  an  improvement  the 
copper  companies  can  expect.  As  the 
chart  on  the  preceding  page  shows, 
the  U.S.  economy's  need  for  copper 
has  been  declining  irregularly  for  over 
three  decades.  The  decline  may  be 


accelerating,  and  not  simply  because 
of  the  competition  with  other  materi- 
als that  copper  has  always  coped  with. 
The  industry's  most  important  mar- 
ket, housing,  which  absorbs  both  pipe 
and  tubing  as  well  as  electrical  wiring, 
is  being  transformed  by  high  interest 
rates.  Even  if  rates  decline,  it's  unlike- 
ly demand  will  recover  to  anything 
like  the  levels  of  the  mid-Seventies. 

Technical  advances  in  telecommu- 
nications pose  an  even  more  serious 
threat  to  copper's  present  and  future 
markets.  Within  a  decade  fiber  optics 
alone  will  be  replacing  150,000  to 
200,000  tons  of  growth  in  copper  con- 
sumption a  year.  Beyond  that,  the 
need  for  large  volumes  of  copper  is 
being  eliminated  entirely  by  satellite 
communication. 

Even  the  auto  market,  no  longer  the 
major  market  it  once  was,  is  likely  to 
decline  still  more.  Because  of  imports' 
larger  share  of  the  market  and  the 
continued  downsizing  of  U.S.  autos, 
industry  demand  for  copper  by  1985 
could  be  35%  lower  than  it  was  in  1978 
(or,  for  that  matter,  25%  less  than  last 
year),  even  if  U.S.  auto  sales  should 
return  to  their  record  1978  levels. 

For  such  reasons,  hardly  anyone  ex- 
cept chronic  optimists  at  the  U.S.  Bu- 
reau of  Mines  expects  worldwide  cop- 
per demand  to  grow  at  anything  like 
the  4%  average  that  prevailed  be- 
tween 1950  and  1970.  Simon  Strauss 
foresees  a  2%  to  3%  growth  rate — 
"just  a  bit  faster  than  the  growth  of 
the  population."  Jean  Vuillequez  fore- 
sees growth  at  2.5% .  But  at  present  all 
such  speculations  are  academic. 
There  is  1.7  million  tons  of  spare  ca- 
pacity worldwide,  one  expert  esti- 
mates, and  this  means  that  demand 
would  have  to  rise  25%  before  reach- 
ing capacity,  so  the  industry  has  a  way 
to  go  before  there's  any  real  shortage. 

There  is  a  final  paradox  in  all  this 
gloom,  a  paradox  with  a  tantalizing 
prospect  at  its  heart.  The  longer  an 
upsurge  in  demand  is  delayed,  the 
more  likely  temporary  mine  closings 
will  become  permanent.  The  fewer 
mines  open,  the  more  acute  any  short- 
age would  be  once  demand  were  to 
press  capacity.  Simon  Strauss  believes 
it  will  take  nothing  less  than  $1.25 
copper  to  touch  off  any  significant 
expansion.  "When  we  reach  the  point 
where  we  need  some  capacity,"  he 
says,  "it  will  not  be  available  for  the 
three  to  five  or  six  years  it  takes  to 
develop  new  mines.  That's  the  bull 
factor  in  copper." 

In  other  words,  the  industry's  pros- 
pects remain  grim  and  bright,  as  usu- 
al, but  more  uncertain  than  ever — for 
those  producers  that  are  still  in  the 
business.  ■ 
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ADVERTISEMENT 


THE  ROLE  OF  JAPAN  IN  THE  FUTURE 
WORLD  INFORMATION  PROCESSING  INDUSTRY 


By  Frederic  G.  Withington 
Fueled  by  fast-developing  technol- 
ogy, programming  innovations, 
and  the  worldwide  demand  for 
convenient,  easy,  and  economical 
access  to  information,  markets  for 
information  processing  products 
continue  to  surge.  New  distribu- 
tion channels  are  opening  up.  The 
boundaries  between  the  data  pro- 
cessing, office  equipment,  and 
communications  industries  are 
blurring;  they  are  evolving  into  a 
single  information  processing  in- 
dustry. It  is  an  industry  in  which 
the  stakes  are  high.  Inevitably, 
there  will  be  some  big  and  perhaps 
surprising  winners  among  its  par- 
ticipants; there  will  be  some  losers 
as  well. 

Any  industry  forecast  must  be 
based  on  an  understanding  of  its 
pacing  factors.  That  is  particularly 
true  of  an  industry  undergoing 
structural  change.  Thus,  our  fore- 
cast for  the  industry  in  the  1990s 
begins  with  a  review  of  the  causes 
of  change  and  of  the  opportunities 
and  problems  created  by  change. 
Similarly,  our  comments  on  the 
possible  future  role  of  Japan,  both 
as  market  for  and  producer  of  in- 
formation processing  products, 
begin  with  a  review  of  that  na- 
tion's past  performance  in  the  in- 
dustry— its  unique  strengths  and 
special  problems,  neither  of  which 
should  be  underestimated. 


IMPROVING  HARDWARE 
TECHNOLOGY 

Computing  technology  has  devel- 
oped rapidly,  both  in  capability 
and  manufacturing  economy,  and 


it  continues  to  progress.  Today's 
electronic  components  (micro- 
processors, memory  chips,  etc.) 
offer  about  100  times  more  perfor- 
mance per  dollar  than  they  did 
ten  years  ago.  Ten  years  from 
now,  we  expect  at  least  a  twenty- 
fold  further  improvement.  The  re- 
lated technologies  (file  storage, 
displays,  printers)  will  also  im- 
prove dramatically. 

As  computers  have  become  small- 
er and  more  cost-effective,  the 
market  for  them  has  greatly  in- 
creased. More  important  to  indus- 
try structrue,  markets  emerged  for 
computer-controlled  copiers,  digi- 
tal telephones,  and  personal  com- 
puters. Manufacturers  of  comput- 
ers, office  machines,  and  tele- 
phone equipment  have  been 
attracted  to  each  other's  markets  as 
they  searched  for  growth  opportu- 
nities. 

The  capital  investment  needed  for 
up-to-date  production  facilities  is  a 
problem.  Each  successive  genera- 
tion of  higher-performance  com- 
ponents requires  new,  more  costly 
manufacturing  equipment.  Higher 
production  volumes  are  required 
to  pay  for  it.  Increasingly,  smaller 
system  manufacturers  are  being 
forced  to  give  up  internal  design 
and  manufacture  of  of  memory 
chips,  microprocessors,  disk 
drives,  display  and  printer  assem- 
blies and  turn  to  external  special- 
ists. Even  large  system  manufac- 
turers such  as  IBM  are  increasingly 
doing  so.  The  external  specialists 
who  provide  the  components 
must,  in  turn,  sell  to  as  many  sys- 
tem manufacturers  as  possible 
wherever  they  may  be.  As  a  result, 


the  components  business  has  be- 
come a  multinational  one. 


IMPROVING  SOFTWARE 
CAPABILITY 

Hardware  alone  is  of  little  use  to 
the  customer.  Computer  programs 
(software)  must  be  provided  be- 
fore useful  work  can  be  done.  The 
industry's  software  products  have 
steadily  grown  more  diverse,  ver- 
satile and  easy  to  use:  this  has  per- 
mitted the  market  potential  of  the 
hardware  improvements  to  be  re- 
alized. 

Unfortunately,  the  production  cost 
of  software  has  been  rising;  the 
expert  programmers  required  to 
produce  it  are  in  short  supply  and 
salaries  have  escalated.  With  a  few 
dramatic  exceptions,  however,  it 
generally  has  proved  difficult  to 
sell  very  large  numbers  of  any  giv- 
en software  product.  Most  applica- 
tion areas  have  limited  markets. 
Each  nation  has  linguistic  and  pro- 
cedural peculiarities  that  must  be 
accommodated.  Moreover,  it  is 
easy  to  copy  computer  programs 
and  difficult  to  enforce  proprietary 
rights  under  existing  law. 


NEW  DISTRIBUTION 
CHANNELS 

Computer  stores  have  sprung  up; 
retail  discount  chains  are  selling 
information  processing  products; 
and  electronic  distributors  are  sell- 
ing computers  and  terminals. 
These  outlets  provide  new  ways  of 
selling  the  new  low-cost  products, 
but  there  are  inhibiting  factors. 


Users  often  require  training,  instal- 
lation assistance,  and  help  in 
adapting  their  systems  to  changing 
needs.  Retail-type  distributors 
cannot  easily  attract  and  hold  ex- 
pert customer  assistance  people  or 
obtain  adequate  compensation  for 
their  services. 

The  established  general-purpose 
computer  system  manufacturers 
can  provide  the  necessary  support 
services,  usually  by  sending  ex- 
perts to  the  customers'  offices  as 
needed.  But  that  costs  money. 
Competitive  pricing  pressures  and 
the  declining  unit  costs  of  the  aver- 
age information  processing  prod- 
uct have  made  it  increasingly  diffi- 
cult for  the  large  system  manufac- 
turers to  recover  support  costs. 
This  accounts,  in  large  measure, 
for  the  recent  profit  problems  of 
many  computer  manufacturers. 

The  information  processing  indus- 
try will  continue  to  grow,  and  it 
will  continue  to  change  during  the 
next  decade.  By  the  early  1990s, 
society  in  general  and  industry  in 
particular  will  be  computer-depen- 
dent. The  information  processing 
industry's  participants  will 
change,  both  in  identity  and  struc- 
ture. Some  of  today's  players  will 
have  fallen  out;  there  will  be  im- 
portant new  entries  into  the  indus- 
try; and  as  international  markets 
grow,  nations  will  scramble  for 
leadership  in  a  global  industry  that 
promises  to  be  as  large  and  multi- 
national as  automotive  manufac- 
turing. 


THE  WORLD  INFORMATION 
PROCESSING  INDUSTRY  IN 
1991 

In  1981,  the  gross  worldwide  rev- 
enue of  the  information  processing 
industry  was  roughly  $100  billion. 
In  1991,  we  believe  the  industry's 
revenue  will  about  triple  to  $300 
billion  (in  constant  dollars).  This 
overall  increase  masks  major  shifts 
in  the  sources  of  revenue;  however: 

— The  traditional  general-pur- 
pose computers  provided 
about  25  percent  of  the  indus- 


try's revenue  in  1981:  in  1991, 
general-purpose  computers 
are  likely  to  provide  no  more 
than  6-8  percent  of  the  indus- 
try's revenues. 

— Revenues  from  computer  in- 
formation storage  devices, 
mainly  magnetic  disk  and 
tape  drives,  provided  nearly 
10  percent  of  industry  volume 
in  1981.  In  1991,  this  figure 
should  rise  to  about  15  per- 
cent, and  most  storage  de- 
vices will  be  sold  as  part  of 
self-contained  file  processing 
systems  for  data  processing 
and  office  use. 

— In  1981,  personal  or  desktop 
computers  provided  about  3 
percent  of  the  industry's  rev- 
enues. In  1991,  these  devices, 
by  then  performing  a  wide 
variety  of  communicating  as 
well  as  computing  functions, 
may  provide  as  much  as  10 
percent  of  the  revenues. 

— Separately-priced  computer 
programs  provided  about  7 
percent  of  the  industry's  rev- 
enues in  1981.  In  1991,  their 
contribution  may  be  25  per- 
cent of  the  total. 

— Data  processing  services  are 
already  a  substantial  part  of 
the  total,  contributing  about 
20  percent  in  1981.  By  1991, 
many  new  services  will  be  of- 
fered via  enhanced  communi- 
cation networks,  and  these 
services'  could  represent  as 
much  as  30  percent  of  the  in- 
dustry's revenues. 

These  trends,  combined  with  the 
causes  of  change  reviewed  earlier, 
indicate  that  the  information  pro- 
cessing industry  of  the  1990s  will 
differ  considerably  from  that  of  to- 
day. 

A  new  retail-type  distribution 
structure  will  emerge.  Relatively 
small,  local  organizations  will 
come  into  being  to  provide  the 
low-cost  machines  for  processing 
data,  text,  and  for  communica- 
tions, as  well  as  software  and  ser- 


vices to  local  users.  The  local  users 
will  include  both  independent  op- 
erators and  employees  of  large,  re- 
mote parent  firms.  Similarly,  the 
local  distributors  may  be  indepen- 
dent or  associated  with  large  man- 
ufacturers. This  does  not  matter. 
What  will  be  important  will  be  the 
ability  to  provide  the  necessary  full 
range  of  products,  services  and 
support  at  minimum  cost  to  the 
local  end  users. 

As  noted  earlier,  no  existing  type 
of  retail  distribution  firm  has 
proved  entirely  satisfactory.  While 
the  outlines  of  a  completely  ade- 
quate local  distribution  operation 
are  not  yet  clear,  one  thing  is  cer- 
tain: the  local  distributor's  prod- 
ucts must  reflect  the  characteristics 
of  the  local  market.  The  products 
and  services  that  succeed  must 
communicate  in  the  local  language 
and  respond  to  local  customs  and 
laws.  The  mix  of  products  offered 
must  fit  the  needs  of  the  nearby 
customers.  Thus,  a  distributor  in 
central  Tokyo  will  have  to  be  very 
different  from  one  in  a  small  mid- 
western  town  in  the  U.S.  If  giant 
multinational  firms  are  to  domi- 
nate this  distribution  system,  they 
must  become  extremely  flexible  at 
the  local  level.  Also,  local  people 
must  be  employed:  jobs  will  be 
created  everywhere. 

Providers  of  network  services  will 
play  an  increasing  role.  Virtually 
all  of  the  desktop  computers  of  the 
1990s  will  be  able  to  serve  as  termi- 
nals, capable  of  communicating 
with  the  much  richer  data  process- 
ing services  of  the  time,  with  re- 
mote general-purpose  computers, 
and  with  the  vast  files  of  programs 
and  information  in  the  huge  stor- 
age systems  that  will  be  available. 
Communications  networks  will  be 
the  glue  that  holds  these  complex 
systems  together. 

In  the  1990s  (as  now),  the  tele- 
phone common  carriers  will  be  the 
basic  providers  of  communications 
services.  They  may  also  control  the 
local  distributors  of  products  that 
communicate.  While  this  outcome 
seems  unlikely  in  any  nation 
where  free  competition  occurs, 


and  where  an  extremely  diverse 
range  of  desirable  products  and 
services  will  be  available,  the  role 
of  national  governments  must  not 
be  underestimated.  In  every  major 
nation  except  Canada  and  U.S., 
the  telephone  common  carrier  is 
owned  by  the  national  govern- 
ment. Something  new  must  (or 
should)  evolve  in  each  nation:  a 
dynamic  and  ever-changing  gov- 
ernment-industry cooperation  that 
permits  experimentation  and  evo- 
lution while  preserving  the  com- 
munication network's  technical  in- 
tegrity and  serving  national  eco- 
nomic and  social  interests. 

Providers  of  specialized  sub-sys- 
tems will  operate  on  a  worldwide 
scale.  Companies  that  assemble 
and  distribute  the  products  will 
buy  most  or  all  of  the  components 
and  sub-systems  from  specialists, 
because  the  assemblers  will  not  be 
able  to  design  and  manufacture  all 
the  sub-systems  themselves.  The 
specialists  will  be  able  to  afford  the 
research  and  manufacturing  costs 
of  remaining  technically  competi- 
tive only  by  selling  their  products 
worldwide. 

The  information  processing  indus- 
try will  have  a  horizontal  structure: 
it  is  already  developing.  There  are, 
for  example,  already  only  a  few 
large,  worldwide  suppliers  of 
memory  chips,  low-priced  print- 
ers, and  large  magnetic  disk 
drives.  By  1991,  entire  "compo- 
nent computers"  and  complete 
sub-systems  for  file  storage  and  in- 
put-output will  routinely  be  pro- 
cured by  system  assemblers  from 
specialists.  The  system  assemblers 
will  assemble  the  sub-systems  and 
provide  the  interface  software  ap- 
propriate for  their  target  markets. 

These  sub-systems  will  have  to 
contain  internal  control  software 
which  can  best  be  provided  by  the 
original  sub-system  designer.  In 
other  words,  successful  providers 
of  specialized  sub-systems  must  be 
competent  in  software  as  well  as 
hardware.  The  software  industry 
itself  will  probably  have  a  degree 
of  horizontal  structure,  too,  with 
commonly  used  "kernels"  and 


subroutines  provided  by  special- 
ists to  customers  who  assemble 
finished  application  programs  for 
their  local  markets. 

It  is  not  clear  exactly  which  existing 
firms  will  be  the  winners  and  losers 
in  this  new  industry  structure.  It  is 
clear,  however,  that  to  some  degree 
all  of  the  existing  major  ones  must 
change  their  structures. 


THE  ROLE  OF  JAPANESE 
MANUFACTURERS 

Japan  has  a  population  of  over  110 
million,  residing  on  a  few  densely- 
populated  islands  that  are  almost 
entirely  devoid  of  natural  resourc- 
es. To  survive,  the  Japanese  must 
add  value  to  imported  raw  materials 
and  then  export  a  large  portion  of 
the  resulting  products  and  services . 

Japan's  great  growth  following 
World  War  II  was  largely  based  on 
heavy  manufacturing  industries 
such  as  steel,  shipbuilding,  and 
automobiles.  The  growth  rate  in 
those  industries  has  declined  be- 
cause of  worldwide  over-capacity 
and  the  market  saturation. 

Consumer  products,  plus  some  of- 
fice and  production  machines,  be- 
came major  contributors  to  growth 
soon  after  the  development  of  Ja- 
pan's heavy  industries.  Japanese 
manufacturers  first  took  advan- 
tage of  their  home  market:  a  homo- 
geneous, sophisticated  population 
interested  in  improving  its  stan- 
dard of  living  and  curious  about 
the  "latest  gadgets."  After  perfect- 
ing their  products  in  the  home 
market,  Japanese  manufacturers 
turned  to  exporting  them  with 
great  success.  The  strong  group 
loyalty  of  Japanese,  derived  in  part 
from  a  shared  perception  of  the 
national  export  imperative,  pro- 
vided high  efficiency  and  quality. 
Successive  adoption  of  modern 
technologies  in  a  recent  decade 
and  low  wage  rates  until  around 
1970  made  low  prices  possible. 
While  consumer,  office  and  manu- 
facturing products  still  contribute 
heavily  to  Japan's  favorable  bal- 
ance of  trade,  those  growth  rates 


also  are  declining.  Some  export 
markets  are  becoming  saturated. 
More  importantly,  new  competi- 
tors have  appeared  in  regions 
where  wage  rates  are  now  lower 
than  Japan's. 

It  was  natural  for  Japan  to  turn  to 
information  processing  products 
for  a  new  source  of  growth.  Japa- 
nese companies  were  manufactur- 
ing competitive  communications 
equipment  long  before  World  War 
II;  the  basic  technical  infrastructure 
was  long  present.  In  addition,  Jap- 
anese research  in  computers  start- 
ed early:  the  first  Japanese  produc- 
tion-model computer  was  an- 
nounced in  1957.  The  Japanese 
government  began  almost  imme- 
diately (1958)  to  help  the  informa- 
tion processing  industry  grow. 
This  help  has  taken  several  forms: 
temporary  research  funding  in  key 
areas,  financing  for  computer  rent- 
al contracts,  regulatory  assistance 
in  the  establishment  of  new  mar- 
kets within  Japan,  and  symposia 
for  the  exchange  of  technical  infor- 
mation. The  Japanese  government 
has  never  directed  nor  controlled 
the  industry,  however;  each  man- 
ufacturer is  free  to  identify  its  own 
competitive  interests,  and  Japa- 
nese customers  are  free  to  make 
their  own  purchase  decisions. 

The  Japanese  computer  market 
grew  rapidly  because  of  the  so- 
phistication of  Japanese  business- 
es and  their  ability  to  put  comput- 
ers to  effective  use.  It  is  now  the 
second  largest  national  market  in 
the  world,  providing  in  1981  about 
$10  billion  in  revenue  to  the  sup- 
pliers. United  States  manufactur- 
ers obtained  a  strong  foothold  in 
the  early  years  because  their  prod- 
ucts were  superior,  but  the  Japa- 
nese manufacturers  attained  equa- 
lity in  the  early  1970s.  Since  then, 
the  U.S.  manufacturers'  share  of 
the  Japanese  market  has  been 
slowly  eroding.  At  present,  about 
70  percent  of  the  computers  in- 
stalled in  Japan  are  of  Japanese 
manufacture  (60  percent  by  value). 

With  their  products  proved  in  the 
home  market,  Japanese  computer 
manufacturers  undertook  to  ex- 


- 


port  them.  However,  the  existence 
of  strong  indigenous  manufactur- 
ers in  all  major  national  markets, 
enjoying  local  government  sup- 
port, has  made  exporting  difficult. 
As  a  result,  most  Japanese  manu- 
facturers either  export  through 
partnership  arrangements  or  offer 
only  relatively  novel  products, 
such  as  personal  computers, 
whose  markets  are  still  embryonic. 
Nevertheless,  about  10  percent  of 
all  Japanese-made  computers  are 
now  exported,  and  the  fraction  is 
growing.  American  and  European 
computer  manufacturers  have  re- 
sponded by  accelerating  product 
development,  and  striving  to  in- 
crease quality  and  reduce  prices. 
The  results  have  benefited  com- 
puter users  everywhere. 

The  unique,  Japanese  written  lan- 
guage has  been  an  important  fac- 
tor in  Japan's  success  with  other 
types  of  information  processing 
products.  The  thousands  of  char- 
acters used  in  Japanese  writing  of- 
ten vary  only  slightly  from  one  an- 
other and  reflect  personal  styles. 
Keyboards,  printers  and  display 
terminals  that  work  well  with  west- 
ern alphabets  have,  until  recently, 
been  too  costly  and  cumbersome  to 
apply  well  to  Japanese  characters. 
As  a  result,  Japanese  markets  for 
typewriters,  word  processors  us- 
ing Roman  alphabets,  and  comput- 
er output  printers  with  fixed  char- 
acter sets  have  been  small  and  the 
export  positions  of  Japanese  manu- 
facturers in  these  product  areas  are 
modest.  (Word  processors  using 
Japanese  characters  have  recently 
become  cost-effective,  and  their 
market  is  growing  rapidly.  Until 
now,  however,  a  large  fraction  of 
Japanese  business  documents  have 
been  handwritten.) 

Some  products  work  well  with 
handwritten  documents  contain- 
ing unconstrained  characters: 
copiers,  facsimile  transceivers  and 
microfilm  systems.  Japanese  mar- 
kets for  these  developed  rapidly. 
Japanese  manufacturers  became 
proficient  in  making  them,  and  ex- 
ports grew  accordingly.  In  1981: 

— 74  percent  of  the  office  copiers 


made  in  Japan  were  exported; 
Japanese  convenience  copiers 
are  leaders  in  the  world  mar- 
ket. 

— 21  percent  of  the  Japanese- 
made  facsimile  transceivers 
were  exported.  The  number 
would  be  higher  if  facsimile 
markets  were  as  highly  devel- 
oped elsewhere  as  they  are  in 
Japan:  most  of  the  high-speed 
machines  offered  in  world 
markets  are  made  in  Japan. 

— 52  percent  of  Japanese-made 
microfilm  equipment  is  ex- 
ported. 

Japanese  telephone  equipment 
does  not  differ  significantly  from 
that  used  elsewhere,  so  competi- 
tion is  based  on  quality  and  cost. 
The  Japanese  ability  to  compete  on 
that  basis  is  evidenced  by  the  fact 
that  roughly  20  percent  of  Japa- 
nese-made telephone  equipment 
is  exported.  Where  voice  must  be 
converted  to  written  language, 
however,  differences  again  ap- 
pear. Dictating  equipment  is  little 
used  in  Japan  (why  dictate  a  letter 
when  it  is  impractical  to  typewrite 
the  dictation);  consequently,  ex- 
ports are  relatively  modest. 

Speech  recognition  technology,  on 
the  other  hand,  is  urgently  desired 
in  Japan,  since  it  offers  the  poten- 
tial of  connecting  a  microphone  di- 
rectly to  an  image  printer  of  the 
type  used  in  facsimile  machines. 
Japanese  research  in  speech  recog- 
nition is  encouraged  also  by  the 
fact  that  the  Japanese  spoken  lan- 
guage has  more  uniform  character- 
istics in  inflections,  vowel  sounds, 
etc.,  than  most  Western  lan- 
guages. No  recognition  systems 
for  unconstrained  speech  are  yet 
marketable.  When  they  are,  they 
probably  will  be  offered  first  by 
Japanese  manufacturers  in  Japan. 

Computers  require  programs  (soft- 
ware) for  internal  control  and  sys- 
tem management  functions.  So  do 
word  processors,  digital  telephone 
switching  centers  and  the  more  ad- 
vanced models  of  copiers  and  fac- 
simile machines.  Japanese  manu- 


facturers currently  produce  satis- 
factory system  control  software  foi 
products  whose  functions  arri 
limited  or  well  understood.  How- 
ever, so  far  they  have  not  been 
innovators  in  developing  neW 
types  of  system  control  functions. 
With  the  attractiveness  of  modern 
computer-based  products  increas- 
ingly based  on  innovations  in  con- 
trol software,  this  gap  is  signifi- 
cant. Computer  users  want  mod- 
ern system  control  software  for 
functions  such  as:  the  manage- 
ment of  files  independently  of  the 
applications  that  use  them,  distrib- 
uting work  automatically  among 
computers  connected  in  a  net-j 
work,  and  automatic  sequencing 
of  work  with  the  user  providing 
only  simple,  general  commands. 
So  far,  American  manufacturers 
have  been  the  leaders  in  advancing 
the  state-of-the-art  in  system  con- 
trol software.  Japanese  manufac- 
turers have  been  trying  to  produce 
compatible  computers  or  concen- 
trate on  market  areas  where  the 
control  software  functions  are  rela- 
tively well  established. 

Computers  also  require  applica- 
tion programs  that  perform  the  us- 
er's work.  In  the  past,  users  gener- 
ally developed  these  themselves, 
but  the  market  is  changing  rapidly, 
especially  in  the  U.S.  In  1981,  U.S. 
users  paid  about  $1.5  billion  for 
externally-developed  application 
"packages,"  and  we  believe  the 
growth  rate  of  U.S.  user  expendi- 
tures will  average  at  least  30  per- 
cent per  year  over  the  next  5  years. 
In  Japan,  this  trend  is  much 
weaker.  Japanese  users  spent  only 
$200  million  or  so  for  application 
packages  in  1981,  and  growth  is 
slower.  Japanese  users,  often  with 
the  help  of  temporary  contract  pro- 
grammers, still  write  their  own  ap- 
plication programs  more  often 
than  U.S.  users.  Thus,  the  Japa- 
nese computer  industry  lacks  this 
important  new  source  of  revenue. 

The  causes  of  the  Japanese  soft- 
ware gap  are  elusive.  Perhaps 
there  is  more  entrepreneurial  will- 
ingness to  experiment  with  inno- 
vations in  the  U.S.  There  is  certain- 
ly more  venture  capital  available 
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embryonic  software  firms  than  in 
Japan.  Or,  it  may  simply  be  that 
there  are  many  more  experienced 
programmers  in  the  U.S.  than  in 
Japan.  Some  observers  attribute 
the  gap  to  the  oft-repeated  Japa- 
nese comment:  "We  Japanese  are 
simply  not  creative."  But  that 
statement  does  not  completely  fit 
the  facts.  Japanese  leadership  in 
industrial  robots  and  manufactur- 
ing technology  has  required  soft- 
ware creativity.  The  recent  success 
of  the  Japanese-language  word 
processor  required  creativity.  And 
the  Pac-man  video  game  is  based 
on  a  Japanese  computer  pro- 
gram— creative  by  any  standard! 


quests.  The  computer  is  to 
achieve  new  judgment  facili- 
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Whatever  the  reason  for  the  Japa- 
nese software  gap,  efforts  are  be- 
ing made  to  correct  it.  Japanese 
research  spending  has  increasing- 
ly been  going  into  software-related 
areas.  The  large  computer  manu- 
facturers are  experimenting  with 
new  organization  structures,  in 
which  program  development  is 
performed  by  small,  largely 
autonomous  groups.  Educational 
curricula  are  being  changed.  Most 
dramatic  of  all  is  the  announce- 
ment of  the  "Fifth-Generation 
Computer  Concept,"  which  de- 
serves careful  study. 


THE  FIFTH  GENERATION 
COMPUTER  CONCEPT 

During  1979-1981,  a  committee 
appointed  by  the  Japanese  Gov- 
ernment formulated  a  concept  of 
desirable  future  computers  of  the 
1990s.  The  concept  was  presented 
at  an  international  conference  in 
Tokyo  in  October,  1981.  Briefly, 
the  fifth  generation  computer  is 
to: 

— Communicate  with  users  in 
their  natural  languages:  spok- 
en, written  and  graphic,  and 
to  translate  between  these  lan- 
guages. 

— Accumulate  knowledge,  and 
be  able  to  learn,  associate  and 
infer  so  that  the  entire  knowl- 
edge base  can  be  applied  to 
answering   even   vague  re- 
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ties  of  its  own,  which  aug- 
ment those  of  humans. 

-Simplify  the  programming  of 
more  structured  problems  by 
helping  users  define  the  prob- 


lems and  generate  reliable 
programs  to  solve  them.  The 
computer  will  also  be  able  to 
run  programs  developed  for 
existing  machines. 

— Be  implemented  in  various 
sizes  ranging  from  small,  por- 
table computers  to  high-ca- 
pacity ones  more  powerful 
than  the  largest  existing  ones. 
The  computers  are  to  be  capa- 
ble of  sharing  work  when  in-  * 
terconnected  in  networks. 

The  fifth  generation  computer  con- 
cept was  presented  as  a  goal,  not  a 
design.  In  the  belief  that  achieve- 
ment would  be  of  substantial  bene- 
fit to  mankind,  its  developers  have 
solicited  international  cooperation 
in  the  essential  research  and  devel- 
opment. They  also  laid  out  a  se- 
quence of  research  projects  to  pur- 
sue the  goal. 

If  the  fifth  generation  computer  is 
successfully  developed,  the  Japa- 
nese software  gap  will  be  corrected 
because  professionally  developed 
computer  programs  will  no  longer 
be  necessary  for  most  applications. 
Even  partial  or  limited  success 
(which  seems  more  likely  than  to- 
tal success  in  solving  all  users' 
problems)  will  be  very  significant. 

The  Japanese  software  gap  may 
well  be  corrected,  then,  through 
some  combination  of  education 
and  incentives,  new  organization- 
al approaches,  and  progress 
toward  the  fifth  generation  goal.  If 
it  is,  Japanese  industry  will  be  able 
to  play  an  increasing  role  in  the 
information  processing  industry  of 
the  future.  Even  if  it  is  not,  Japa- 
nese industry  should  at  least  be 
able  to  play  a  version  of  its  present 
important  role. 


IF  THE  JAPANESE  SOFTWARE 
GAP  IS  CORRECTED: 

Japanese  firms  would  be  able  to 
play  a  more  direct  role  in  the  new 
retail-type  distribution  structure 
expected  for  the  information  pro- 
cessing industry.  If  fifth  genera- 
tion goals  can  be  approached,  less 


specialized  software  and  assis- 
tance will  be  needed  by  the  local 
user.  Both  small  and  large  comput- 
ers will  become  more  like  com- 
modity products,  and  the  past  Jap- 
anese success  in  exporting  con- 
sumer and  industrial  products 
might  be  repeated.  Users  in  all 
countries  would  prefer  the  fifth 
generation  commodity  computers 
to  conventional  ones  requiring  ex- 
plicit programming. 

Japanese  firms  would  still  need  to 
cooperate  with  national  suppliers  of 
network  services.  Because  the  soft- 
ware-rich Japanese  products  would 
be  so  obviously  in  the  public  inter- 
est, however,  the  national  networks 
will  be  virtually  forced  to  adopt 
them,  and  to  change  the  networks 
as  necessary  to  accommodate  them . 

Japanese  firms  could  still  serve  as 
suppliers  of  specialized  sub-sys- 
tems to  foreign  system  assemblers 
if  they  chose.  However,  the  Japa- 
nese systems  would  be  at  least 
equal  to  foreign  ones  and  Japanese 
firms  would  more  likely  be  import- 
ers of  sub-systems  than  exporters 
(as  they  are  importers  of  raw  mate- 
rials now).  Countries  with  soft- 
ware deficiencies  relative  to  Japan 
would  be  forced  into  the  role  of 
sub-system  suppliers  to  Japan;  the 
tables  would  be  turned. 


IF  THE  JAPANESE  SOFTWARE 
GAP  IS  NOT  CORRECTED: 

Japanese  firms  are  already  compe- 
tent in  system  control  software  for 
limited  products  of  mature  func- 
tion, so  they  will  undoubtedly  be 
able  to  sell  some  complete  prod- 
ucts, such  as  high-speed  facsimile 
machines,  to  local  distributors. 

Since  many  of  these  products  will 
have  large  markets,  Japanese  ex- 
ports should  remain  substantial. 
The  local  retail  distributors  would 
retain  control  of  their  markets,  how- 
ever, and  would  be  able  to  select 
their  hardware  and  software  from 
all  available  sources.  As  a  result,  the 
local  distributors  would  have  sub- 
stantial control  over  the  prices  paid 
for  products  and  the  profits  of  the 


suppliers.  However,  not  all  coun- 
tries would  have  software  gaps  rela- 
tive to  Japan.  Many  would  have 
indigenous  versions  of  fifth  genera- 
tion computers,  perhaps  developed 
cooperatively  (Japanese  spokes- 
men say  that  success  of  the  fifth 
generation  project  is  impossible 
without  international  cooperation). 
Healthy  competition  based  on 
product  merit  would  continue,  to 
the  benefit  of  users  everywhere. 

The  national  suppliers  of  network 
services  would  have  to  provide  the 
software  needed  to  support  the 
services  offered.  Software  is  pre- 
pared for  specific  hardware,  and 
most  major  nations  have  indig- 
enous hardware  suppliers.  Since 
network  suppliers  are  usually 
agencies  of  national  governments, 
it  is  likely  that  they  will  prefer  to 
prepare  software  for  nationally- 
supplied  hardware.  Japanese  sup- 
pliers (or  other  importers)  would 
have  to  offer  price  and  quality  ad- 
vantages so  great  that  the  prefer- 
ence for  supporting  local  manufac- 
turers would  be  overcome:  possi- 
ble but  difficult. 

The  primary  export  role  of  Japa- 
nese firms  would  probably  have  to 
be  as  sub-system  suppliers.  If  they 
retain  their  price  and  quality  ad- 
vantages, substantial  export 
growth  could  result,  as  the  world- 
wide industry  moves  toward  ob- 
taining sub-systems  from  special- 
ized suppliers.  Two  problems 
would  arise,  however.  First,  na- 
tions with  lower  wage  rates  are 
likely  to  continue  increasing  their 
manufacturing  sophistication  and 
Japanese  sub-system  suppliers  will 
feel  continuing  price  pressure.  Sec- 
ond, foreign  system  suppliers  can 
take  advantage  of  Japanese  manu- 
facturing skills  directly  by  having 
sub-systems  made  by  their  own 
subsidiaries  in  Japan.  Some  have 
such  subsidiaries  now;  others 
could  acquire  them.  In  that  case, 
the  manufacturing  jobs  remain  in 
Japan,  but  the  profits  go  overseas. 

CONCLUSION: 

The  importance  to  the  Japanese  in- 


formation processing  industry  of 
correcting  its  software  deficiency  is 
primary  in  determining  Japan's  fu- 
ture role  in  the  industry.  No  one 
can  foresee  how  completely  this 
will  be  done,  though  surely  at  least 
some  progress  will  be  made.  In 
any  case,  Japanese  industry  will 
play  an  increasingly  significant 
role  in  the  world  information  pro- 
cessing industry  as  it  becomes 
more  and  more  horizontally  struc- 
tured. Only  one  thing  could  pre- 
vent this  evolution:  imposition  by 
national  governments  of  general- 
ized import  barriers  that  require 
each  nation's  industry  to  "go  it 
alone."  This  is  simply  not  feasible 
in  the  information  processing  in- 
dustry; hopefully,  most  national 
governments  already  realize  this. 


Questions  and  ideas  inspired  by  this 
article  should  be  directed  to  Mr. 
Frederic  G.  Withington,  Arthur  D. 
Little,  Inc.,  Acorn  Park,  Cambridge, 
MA  02140. 
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The  man  who  brought  you  Perrier  is  back 
trying  for  another  coup.  This  time  around, 
things  may  be  a  lot  trickier. 


Encore? 


By  Pamela  Sherrid 


nyone  who  could  get  Ameri- 
cans to  spend  79  cents  for  a 
bottle  of  water  with  bubbles  in 
either  has  to  know  something  about 
selling  or  is  unusually  lucky.  Bruce 
Nevins,  the  man  who  brought  you 
Perrier,  is  about  to  find  out. 

Nevins,  a  handsome,  jet-setting 
bachelor,  45,  started  a  new  market- 


ing effort  for  Perrier  in  1976.  The 
French  mineral  water,  which  had 
slowing  sales  in  Europe,  took  off  in 
the  U.S.  when  Nevins  repositioned  it 
as  a  snobbish,  "natural"  alternative 
to  alcohol  and  soft  drinks.  With  Per- 
rier's  U.S.  sales  up  from  less  than  $1 
million  in  1976  to  $60  million  in 
1980,  he  left  the  company,  selling  out 
his  equity  stake  for  over  $1  million. 
Now  he  is  out  on  his  own  again  with  a 


new  product  to  push — Italian  wines. 

This  one  may  be  a  lot  harder.  With 
mineral  water  Nevins  was  a  market- 
ing pioneer.  In  wine  he  tackles  a  mar- 
ket that,  if  not  mature,  is  certainly 
crowded  with  professionals.  "There 
are  many  more  tough  competitors," 
he  admits.  And  this  time  he  is  spend- 
ing his  own  money,  not  reaching  into 
Perrier  s  European  bank  account. 
What  makes  him  think  he  can  repeat 
his  triumph  in  a  crowded  field?  Why 
wine?  Why  Italian  wine? 

An  Italian  company,  spurred  by  the 
fall  of  the  lira,  came  to  Nevins  after  he 
left  Perrier,  eager  to  develop  an  export 
partnership.  But  which  product?  Pasta 
was  too  much  of  a  commodity,  Nev- 
ins decided,  but  wine  looked  good. 
Americans  drink  more  every  year,  and 
Italian  wines  had  scored  in  the  Seven- 
ties by  delivering  good  taste  at  a  rea- 
sonable price.  But  how  to  come  up 
with  a  different  Italian  wine? 

Nevins'  original  idea  was  to  dream 
up  a  'fantasy  brand" — a  low-price 
blended  table  wine — and  advertise  it 
like  crazy.  That's  the  route  that  Sea- 
gram, for  one,  has  taken  with  its  suc- 
cessful Partager  French  wine,  which 
sells  for  about  $3  a  bottle.  But  that 
path  would  have  placed  Nevins  head 
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National  gives  renters  'round-the-clock  peace  of  mind. 

NOW  FROM  NATIONAL 
24-HR.  ROAD  SERVICE. 


Now  when  you  rent  with 
National,  you  get  'round- 
the-clock  peace  of  mind 
-  with  free  Amoco  Motor 
Club  road  service. 

Chances  are,  you'll 
never  need  it.  But  if  you 
do,  only  National  gives 
you  access  to  24-hour 
road  service  from  Amoco 


Motor  Club  -  the  world's 
largest  full-service  motor 
club,  with  over  6, 500 
service  facilities  across 
the  U.S. 

So  you  can  count  on 
fast,  professional  assis- 
tance. Anytime.  Every 
day  of  the  year. 

More  proof  that  at 
National  you're  our 
number-one  priority. 
National  spells  out  easy 
reservations. 

Now  we've  made  our 
phone  number  easy  to 
remember.  One  toll-free 
National  number  - 
800-CAR-RENTSM-allows 
you  to  make  reservations 
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any  time  of  day, 
coast  to  coast.  In 
Alaska  and  Hawaii 
call  800-328-6321. 
In  Canada  call  collect 
612-830-2345. 
Get  the  National 
Attention  you  deserve. 

Low  prices.  Carefully 
maintained  cars.  Unlim- 
ited free  mileage  at  partici- 
pating locations.  And  the 
security  of  24-hour  Amoco 
Motor  Club  road  service. 
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FOR  RESERVATIONS  CALL 

800-CARRENT 

OR  YOUR  TRAVEL  CONSULTANT 


You  deserve  National  Attention. 


National  Car  Rental 


A  HOUSEHOLD  INTERNATIONAL  COMPANY 
5 1982.  National  Car  Rental  System,  Inc.  In  Canada,  it's  Ulden.  In  Europe.  Africa  and  the  Middle  East .  it's  Europcar. 


EXTRA 


Free  gifts  when 
you  rent  from 
National. 


We  think  you  deserve 
more  than  a  receipt  and  a 
smile  when  you  rent  a 
car.  So  we'll  give  you  a 
TimeBallSM  digital  alarm 
clock  when  you  rent  from 
National. 


/ 


The  clock  has  a  drowse 
alarm  and  lighted  dial.  It's 
a  $19.95  retail  value.  But 
we'll  give  it  to  you  free 
when  you  rent  a  compact 
or  larger  size  car  at 
National's  usual  low  prices, 
including  commercial  rates. 


Or  get  a  free  gift 
certificate,  good  toward 
other  free  gifts  and  special 
bargains  on  dozens  of 
items  from  the  nationally 
recognized  JS&A  catalog. 
The  catalog  is  also  free 
when  you  rent  from 
National. 

Offer  good  at 
participating  locations 
through  2/28/83.  Not 
available  on  tour  packages 
and  other  special 
promotional  rates. 


National  Car  Rental 
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to  head  against  the  big  wine  mass- 
marketers.  Last  year  market  leader 
Gallo  spent  $25  million  on  advertis- 
ing to  slow  the  progress  of  free-spend- 
ing upstarts  such  as  Coca-Cola's  Tay- 
lor, while  importer  Villa  Banfi  put  $11 
million  behind  its  Lambrusco  block- 
buster, Riunite.  Those  numbers 
would  give  pause  to  even  the  most 
macho  marketer. 

Talking  with  wine  experts  helped 
Nevins  narrow  in  on  the  niche  he 
was  looking  for:  a  slightly  more  ex- 
pensive imported  varietal  wine,  un- 
der a  brand  umbrella.  His  strategy: 
Rather  than  bang  up  against  his  com- 
petitors' millions  of  annual  advertis- 
ing dollars,  he  wanted  to  attract  the 
interest  of  wine  writers,  a  tiny  elite 
with  an  inordinate  influence  on  the 
wine  trade.  "Even  if  they  only  reach 
1%  of  the  population,"  Nevins  says, 
"the  next  10%  of  wine  drinkers  are 
heavily  influenced  by  those  more  in 
the  know."  That  "trickle-down"  ef- 
fect could  work  for  him  with  a 
branded  varietal — a  wine  named  for 
the  grapes  it  is  crushed  from — but 
not  with  a  plebian  blend. 

Nevins  commissioned  market  re- 
search to  test  his  intuitions  and  dis- 
covered the  name  "Chardonnay"  had 
the  highest  recognition  among  Amer- 
ican wine  drinkers  as  a  top-quality 
varietal.  Yet,  for  "people  moving  up 
from  $3  or  $4  jug  wines,"  he  says,  it 
was  a  big  jump  up  to  the  better  Cali- 
fornia Chardonnays  that  sell  for  $8  to 
$15  a  bottle.  So,  there  was  his  niche: 
above  jug  wines  but  below  the  real 
snob  stuff. 

Nevins  found  the  Chardonnay  he 
wanted  with  Neil  Empson,  a  respect- 
ed Milan-based  wine  exporter  who 
had  developed  the  Bollini  brand  of 
Chardonnay  from  Italy's  northern 
Trentino-Alto  Adige  region.  Empson 
was  distributing  Bollini  on  a  small 
scale  in  San  Francisco,  New  York 
and  Boston.  "One  of  the  most  en- 
couraging things  about  the  wine  is 
that  it  already  had  tremendous  re- 
peat purchase,"  Nevins  says.  "As  in 
the  case  of  Perrier  in  U.S.  gourmet 
stores,  we  had  a  product  that  already 
had  some  semblance  of  trial — and 
not  in  a  Muskogee  test  market,  but 
in  markets  where  we  intended  to 
go."  In  fact,  Nevins  thinks  a  preex- 
isting sales  base,  however  small,  is 
invaluable  in  building  a  brand.  He 
did  not  change  what  was  in  the 
bottle,  although  he  did  give  Bollini  a 
classier  package. 

The  final  piece  of  strategy  was  to 
avoid  wine-saturated  media.  "Over 
75%  of  wine  advertising  is  now  placed 
on  TV,"  Nevins  says.  "But  if  you  look 
in  the  Sunday  New  York  Times  maga- 


zine section,  you'll  find  two  wine  ads 
at  the  most."  So  he  has  devoted  most 
of  his  ad  budget  to  four-color  Sunday 
supplements  and  urban  magazines 
such  as  New  York. 

The  national  launch  of  Bollini,  at  a 
retail  price  of  $4.99,  began  last  month, 
backed  by  a  first-year  marketing  bud- 
get of  $600,000.  With  that,  Nevins 
hopes  to  increase  sales  six  to  eight 
times  from  Bollini's  current  10,000 
cases  annually.  Over  the  longer  term, 
he's  thinking  of  selling  half  a  million 
cases  annually.  "But  we're  willing  to 
take  time  to  do  it,"  he  says,  "rather 
than  do  a  two-year  ad  blitz  that's  com- 
pletely unsustainable  out  of  our  gross 
margins." 

Nevins  is  placing  another  inexpen- 
sive Italian  varietal,  Pinot  Grigio,  on 
retailers'  shelves  under  the  same  Bol- 
lini label,  and  next  year  there  will  be  a 
Bollini  Cabernet  Sauvignon  as  well. 
He  may  also  develop  a  medium-price 
French  varietal  line  a  little  further 
down  the  road. 


Rather  than  bang  against 
competitors'  millions  of  an- 
nual ad  dollars,  Nevins 
wanted  to  attract  the  inter- 
est of  wine  writers,  a  tiny 
elite  with  inordinate  influ- 
ence on  the  wine  trade.  This 
"trickle-down"  effect  could 
work  for  a  branded  varietal, 
but  not  a  plebian  blend. 


Will  Bollini  make  it?  industry  ex- 
perts say  it  has  a  reasonable  chance. 
Certainly,  Bollini  has  a  longer  life  ex- 
pectancy than  most  new  products  be- 
cause Nevins  scaled  down  his  ambi- 
tions and  concentrated  on  reducing 
the  possibility  of  abysmal  failure. 

No  question,  Nevins  understands 
marketing.  After  an  engineering  de- 
gree from  West  Point,  he  got  an 
M.B.A.  from  Stanford,  served  stints 
at  an  ad  agency  and  Levi  Strauss,  and 
founded  a  running-shoe  company. 
With  the  money  he  pulled  out  of 
Perrier,  Nevins  thought  for  a  while 
of  getting  into  a  new  field,  video 
perhaps.  "But  I  kept  getting  pulled 
back  to  packaged  goods,"  he  says. 

Nevins  is  certainly  having  fun 
with  wine.  He  relishes  developing 
his  own  palate  and  he  loves  skiing 
the  Alps  with  his  new,  exuberant 
wine  business  friends.  His  current 
flame,  model-actress  and  ex-Char- 
lie's Angel  Shelley  Hack,  doesn't 
mind  a  trip  to  Italy  now  and  again. 
Perrier  may  be  a  tough  act  to  top, 
but  Nevins  is  tackling  the  task  with 
gusto.  ■ 
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Before  our  system 
saves  you  money  on  energy, 
it  saves  you  money 

on  installation. 


An  energy  management  system  from  Bell  can  save  you  up  to 
20%  a  year  on  energy  In  some  cases,  even  more. 

(It's  been  known  to  pay  for  itself  in  as  little  as  six  months.) 

But  the  most  dramatic  savings  are  right  up  front.  Instead  of 
requiring  extensive  and  expensive  rewiring  of  your  building,  our  system 
simply  operates  over  the  telephone  wires  already  installed. 


That's  because  our  system  is  basically  a  business  phone  system 
—a  DIMENSION®  PBX.  Which  means  you  get  a  host  of  communication 
features  as  well  as  energy  management  features  like  Peak  Demand 
Shedding,  Individual  Load  Cycling,  OfT-Premise  Control,  and  more. 

Best  of  all,  you  don't  have  to  be  a  Fortune  500  company  to  take 
advantage  of  this  system.  All  you  have  to  be  is  a  cost-conscious  company. 

Your  Bell  Account  Executive  will  be  happy  to  help  you 
conduct  an  energy  study  and  devise  an  energy  management  strategy. 
You'll  be  surprised  to  see  how  much  money  our  system  can  save  you  on 
energy.  And,  of  course,  on  installation. 

Call  your  Bell  Account  Executive  today,  and  put  our 
knowledge  to  work  for  you. 

The  knowledge  business 


Anderson,  Clayton  is  bunting  for  merger 
partners.  But  no  tough  talk  this  time. 


You  live 
and  learn 


By  Toni  Mack 


Chairman  Thomas  James  (Jim) 
Barlow  of  $1.7  billion  (sales) 
Anderson,  Clayton  &  Co.  is 
looking  for  an  acquisition.  He  is  will- 
ing to  pay  $50  million  to  $300  million 
for  the  right  company — perhaps  in  a 
consumer-related  business  with  good 
market  share  and  management  will- 
ing to  stick  around.  And  who  isn't 
looking  for  acquisitions  like  that?  But 
with  $190  million  cash  in  the  Hous- 


ton-based food  processor's  till,  Barlow 
can  afford  to  be  generous  and  to  pro- 
vide a  happy  home  for  acquired  man- 
agement. AC  has  around  $110  million 
in  cash  flow  this  year  and  the  serenity 
only  a  company  that  is  37%  closely 
held  can  know  in  these  trying  times. 

Barlow  is  in  no  hurry,  or  so  he  says; 
he  has  been  looking  since  his  last  ac- 
quisition two  years  ago.  He  describes 
as  "a  first  date"  a  meeting  in  New 
York  last  month  with  an  acquisition 
candidate.  He  explains:  "We  want  to 


Tljomas  James  (Jim)  Barlow,  chairman  of  Anderson,  Clayton  &  Co. 
A  U.S.  acquisition  would  be  convenient  right  now. 


be  comfortable  with  the  people,  not 
just  their  technical  capability.  Life's 
too  short  to  spend  with  people  you 
don't  like."  Barlow,  a  big-boned  man 
of  60  who  keeps  his  own  counsel  (re- 
turning Who's  Who  inquiries  marked 
"deceased"),  only  admits  pressure  to 
get  the  cash  out  of  the  bank,  into 
"concrete  and  steel."  But  a  U.S.  acqui- 
sition would  come  in  handy:  Earnings 
are  dropping  this  fiscal  year  (ending 
June  30),  partly  because  of  heavy  in- 
volvement in  Mexico. 

Like  a  lot  of  people  who  know 
Mexico  well,  Barlow  thinks  Ander- 
son, Clayton's  involvement  there  will 
come  out  well.  AC  has  built  a  50% 
market  share  in  margarine,  45%  in 
cake  mixes,  40%  in  shortening,  lesser 
but  substantial  shares  in  items  like 
mayonnaise,  gelatin  desserts,  candy 
and  animal  feed.  Gross  margins  have 
been  around  20%  until  recent  price 
controls.  "We  may  not  have  any  mar- 
gins at  all  this  year,"  says  Barlow,  and 
Mexico's  annual  dividend  may  be 
blocked  by  the  government  in  1983. 
The  situation  in  Brazil  is  somewhat 
similar:  a  strong  market  position, 
great  promise  for  growth,  but  a  tem- 
porarily depressed  economy.  In  all, 
Anderson,  Clayton  has  35%  of  its 
$909  million  in  assets  in  Mexico  and 
Brazil,  plus  another  12%  in  U.S.  oil- 
seed crushing.  Yet  with  all  that  seem- 
ing exposure  to  risk,  AC's  earnings 
until  this  year  have  been  anything  but 
volatile.  For  the  last  decade,  earnings 
per  share  have  risen  steadily,  from 
$1.34  to  $4.47. 

The  company  was  born  to  take  the 
worry  out  of  volatile  markets.  Will 
Clayton,  who  later  became  Under 
Secretary  of  State  and  helped  devise 
the  Marshall  Plan,  began  brokering 
cotton  in  Oklahoma  in  1904.  By  the 
end  of  World  War  II,  Clayton  and 
brother-in-law  Monroe  Anderson  had 
become  the  world's  biggest  cotton 
traders,  moving  cotton  to  American 
and  European  mills  from  fields  the 
world  over.  But  price  supports,  intro- 
duced during  the  Depression,  thinned 
margins  while  sales  continued  to  gy- 
rate wildly — from  $600  million  in 
1950  to  $1  billion  in  1951  and  back 
down  again.  In  the  early  1960s,  AC's 
management  decided  to  get  off  the 
roller  coaster.  Slowly  the  company 
dropped  commodities  and  developed 
safer  consumer  goods.  Today  it  gets 
roughly  a  third  of  net  income  from 
such  products  as  Chiffon  margarine — 
the  third-largest-selling  soft  marga- 
rine— and  Seven  Seas  salad  dressing, 
which  holds  a  14%  market  share. 

For  all  this  transformation,  AC's  re- 
turn on  capital — 9.6%  in  fiscal  1982 — 
has  never  in  the  last  decade  pushed 
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The  last  thing  you  need 
during  a  merger  or  tender  offer 
is  to  get  tangled  up  in  your  depositary. 


The  key  decisions  have 
been  made.  The  exciting  part 
is  over.  Now  somebody  has  to 
handle  the  important  part: 
making  it  all  work. 

Usually,  awarding  a  bank 
the  depositary  function  —  the 
administration  and  handling 
of  the  physical  exchange  of 
stock — turns  out  to  be  an  after- 
thought. 

And  done  with  little 
thought,  it  can  cause  a  dispro- 
portionate amount  of  grief. 
Liability.  And  irate  stock- 
holders. 

All  it  takes  is  a  small 
clericaf\slip-up  with  a  small 
stockholder. 

A  costly  delay  occurs.  You 
spend  precious  time  preparing 
lengthy  explanations  for  the 
press.  Answering  to  your  board 
of  directors.  And  fielding  ques- 
tions from  regulatory  bodies. 

The  risk  is  that  the  entire 
deal  will  be  jeopardized. 

To  avoid  all  that,  we've 
developed  80  well  thought-out 
questions  that  we  ask  you  on 
the  front  end. 

Questions  you  probably 
haven't  even  considered.  But 
they  cover  the  potential  hic- 
cups, snags  and  fuzzy  areas 
that  can  turn  a  brilliant  acquisi- 
tion into  a  dismal  administra- 
tive mess. 

The  truth  is,  most  people 
in  your  organization  don't  even 
know  what  a  depositary  does. 

And  if  it's  done  well,  they 
still  won't. 


CONTINENTAL  BANK 

Continental  Illinois  National  Bank  and  Trust  Company  of 
Chicago,  231  South  La  Salle  Street,  Chicago,  Illinois  60693 
Corporate  Business  Development  -1 3121 828-7007 


•  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Denver  •  Houston  •  Los  Angeles  •  Minneapolis  •  New  York  ■  St  Louis  •  San  Francisco  •  Seattle  •  White  Pla 
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I  A  surprisingly  large  number  of  people  have 

M  m  w\      I     t'lc"        m>^  ^eogh  accounts  tied  up  in  fixed- 

^  rate  or  low-return  programs — and  some  do 

jOk^ytr  d~^-£~WTV  n()t  realize  they  can  transfer  or  "roll-over" 
^  ^^2^2^  those  accounts  to  another  type  of  pro- 
9  gram.  We  offer  four  different  no-load 

^11       ■     mutual  funds,  each  with  a  slightly  different  investment 
I  ^JLl^lL   strategy.  They  are  not  designed  for  everyone,  of  course. 
£        0  But  maybe  you'll  find  one 

|w  y%  ^*%  tfW   ■  r  mat  inten^s  to  do  more 

Xy  JJ, ASi  U. ,W^X •  than >usl let y°ur nest e§8 

•7  he  there. 

Wanr  to  know  more?  For  more  complete  information  about  Twentieth  Century's 
funds  (Growth  Investors,  Select  Investors,  Ultra  Investors,  and  U.S.  Govern- 
ments )  including  charges  and  expenses,  send  for  a  free  prospectus.  Please  read  the 
prospectus  carefully  before  investing. 

No-Load  Mutual  Funds  for  IRA,  Keogh,  and  403B  Accounts 


Please  send  a  free  prospectus  to 

Name 
Address 
City 
State 


Zip 


P.O.  Box  200,  Kansas  City,  Mo.  64141  (816)  531-5575 


SHARING 


CARING 


above  its  industry  median.  And  the 
company  remains  vulnerable  to  up- 
sets in  earnings:  a  $14  million  pretax 
writeoff  on  an  insurance  subsidiary's 
portfolio  last  year,  as  well  as  the  Mexi 
can  and  Brazilian  experiences.  Perhaps 
this  is  why  Anderson,  Clayton  com 
mon  stock  sells  around  24,  or  6  times 
expected  1983  earnings,  well  behind 
both  General  Foods  and  Archer-Dan- 
lels-Midland  at  10  times. 

This  concerns  the  normally  unflap- 
pable Barlow  so  much  that  he  called 
in  outside  counsel  this  year.  What 
was  the  verdict?  "The  investment 
community  worries  about  our  foreign 
operations."  Which  gets  us  back  to 
why  Barlow  is  looking  seriously  but 
cautiously  for  a  good-size  acquisition 
or  two  that  would  increase  the  com-j 
pany's  stateside  earnings. 

It  is  not  the  first  time  he  has  sought 
a  major  merger.  Five  years  ago  AC 
made  a  generous  $320  million  bid  for 
Gerber  Products  Co.,  the  baby-food 
company.  But  Gerber  management 


Rebuffed  by  Gerber,  Barlow] 
lowered  his  bid  instead  oj\ 
sweetening  it.  The  tougnk 
tactic  backfired,  and  AC 
lost  the  acquisition.  Onem 
shareholder  put  the  matteA 
in  perspective.  "If  you  wantl 
to  buy  something,"  he' 
growled,  "you  put  the  money\\ 
on  the  table  and  you  buy  it. 


apparently  more  concerned  about 
perks  than  about  the  pocketbooks  ofl 
its  shareholders,  cried  foul  and  fled  to 
the  courts.  Rebuffed,  Anderson,  Clay- 
ton, instead  of  sweetening  the  offer  to 
Gerber,  lowered  it — a  tactic  designed 
(which  Barlow  disavows)  to  threaten  a 
target's  management  with  the  specter 
of  stockholder  suits.  But  the  tough 
tactic  backfired  and  Anderson,  Clay-i 
ton  lost  an  acquisition  that  would 
have  suited  it  well.  The  affair  left  nei-l 
ther  management  covered  with  glory.! 
An  Anderson,  Clayton  shareholder 
leaving  that  1977  annual  meeting,  at! 
which  Barlow  complained  bitterly  of 
Gerber's  tactics,  put  the  matter  in  per- 
spective. "If  you  want  to  buy  some- 
thing," the  cowboy-hatted  sharehold- 
er growled  to  a  companion  in  the  ele- 
vator, "you  put  the  money  on  the 
table  and  you  buy  it." 

There  is  often  instruction  in  defeat. 
Barlow  is  determined  to  be  friendly 
this  time.  He  has  learned  the  old  les- 
son: Honey  attracts  more  flies  than 
vinegar  does.  You  would  have 
thought  an  old  food  merchant  would 
have  known  that  from  the  start.  ■ 
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Investors  rely  on  it. 


When  continental  Europe's  leading  institutional 
investors  purchasing  U.S.  shares  were  asked  about 
reading  preferences,  their  number  one  choice  was  the 
nternational  Herald  Tribune. 

Eighty-five  percent  of  these  investors  reported  that 
they  read  the  Trib.  In  Switzerland,  the  hub  of 
international  finance,  91%  of  the  respondents  were 
eaders  of  the  IHT. 

The  world's  only  global  newspaper,  the 
nternational  Herald  Tribune  reaches  more  than  a 
third  of  a  million  readers  each  day  in  164  countries. 
Not  all  of  them  are  institutional  investment 
professionals.  But  most  of  them  are  involved  with 
financial  decision-making  on  an  international  level  — 
for  themselves,  and  for  the  firms  and  organizations 
whose  fortunes  they  guide. 


! 


Consider  these  just-released  facts  about  IHT 
readers: 

•  65%  are  in  management  positions 

•  48%  are  at  senior  management  level 

•  23%  are  CEO's,  Owners  or  Proprietors 

•  75%  own  shares,  Eurobonds  or  other  bonds 

•  64%  are  involved  in  corporate  purchasing 
decisions 

•  81%  have  one  or  more  university  degrees. 
No  wonder  that  28  out  Europe's  top  30  banks 

advertised  in  the  International  Herald  Tribune  last 
year.  Or  that  close  to  600  financial  advertisers 
regularly  place  messages  on  the  Trib's  well-read  pages. 

These  leaders  in  the  field  of  international 
investment  rely  on  the  International  Herald  Tribune. 

Shouldn't  you? 
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It  is  hard  to  believe  in  the  age  of  the  space 
shuttle  and  bullet  trains  that  cabooses  still 
ride  the  rails — but  not  for  long. 


End  of  the  line 


By  Desiree  French 


W' hat's  small  and  cute,  rides 
at  the  end  of  a  freight  train 
and  wastes  maybe  $400  mil- 
lion a  year?  Answer:  the  caboose. 

This  venerable  institution  has  been 
condemned  to  die,  but  have  no  fear, 
railroad  buffs.  It  will  be  around  quite  a 
while  yet.  The  United  Transportation 
Union  (UTU)  and  certain  railroads  rep- 
resented by  the  National  Carriers' 
Conference  Committee  have  agreed  to 
allow  cabooses  to  be  phased  out — but 
only  gradually.  Under  a  pact  signed 
Oct.  15,  carriers  can  junk  cabooses  on 
all  trains  except  through-freights — 
that  is,  those  operating  between  dis- 
tant points  with  few  stops.  And  by 


agreement  or  arbitration,  they  will  be 
able  to  dispose  of  the  cabooses  on 
through-freights  over  time,  as  well. 

Cabooses  are  expensive.  At  last 
count  there  were  12,884  of  them  in 
the  U.S.  A  new  caboose  costs  about 
$80,000  and  lasts — depending  on  who 
is  telling  the  story — 10  to  25  years.  A 
presidential  emergency  board  report 
says  that  Santa  Fe  Railroad  is  spend- 
ing 92  cents  a  mile  to  operate  each 
caboose.  The  savings  envisioned  by 
the  carriers  will  mostly  come  from 
not  buying,  running  or  repairing  ca- 
booses and  from  not  buying  fuel  to 
drag  them  along. 

The  caboose  first  appeared  at  the 
end  of  a  mixed  passenger-freight  train 
on  the  Auburn  &  Syracuse  line  in  the 


1840s.  At  that  time  the  cars  served  as 
living  quarters  for  the  train  crew  and 
as  lookout  posts.  They  still  serve  io\ 
crew  comfort  today  but  are  rarely 
used.  These  days  crews  don't  really 
need  dormitories,  and  most  railroads 
don't  put  crewmen  at  the  rear  to  help 
brake  and  see  what  is  coming  up.  Cen- 
tralized traffic  control  keeps  an  eye  on 
the  rear  and  other  automatic  detec 
tors  look  for  other  problems  on  the 
trains.  Still,  cabooses  have  lingered 
Change  comes  slowly  in  railroadland 

The  UTU  didn't  make  a  big  fuss 
about  discontinuing  them — no  jobs 
will  be  lost.  Caboosemakers — about  a 
dozen  in  the  U.S. — will  lose  some 
business,  but  they  don't  seem  worried 
Cabooses  aren't  their  sole  specialty 
they  make  other  railcars  as  well.  "The 
caboose  industry  is  sort  of  kaput,' 
says  John  White,  curator  of  transporta 
tion  at  the  Museum  of  American  His 
tory  in  Washington,  D.C. 

So  the  caboose  fades  into  history,  or 
into  fashionable  decor.  When  the  Tol- 
land Bank  in  West  Willington,  Conn 
ran  out  of  office  space  three  years  ago,! 
it  bought  a  used  caboose  for  $600  and 
attached  it  to  the  branch,  where  it  has 
been  used  as  the  manager's  office  ever 
since.  Other  caboose  collectors  use 
them  as'  playhouses,  waterfront 
lodges,  hunting  lodges  and  stores 

Getting  rid  of  the  caboose  is  a  small 
step,  but  at  least  it  is  in  the  right 
direction.  Maybe  the  railroads  can 
earn  a  penny  or  two  selling  them  to 
the  decorating  trade.  What  could  be 
more  nostalgic?  ■ 


The  familiar  caboose  served  over  a  century  as  a  dormitory  for  the  train  crew  and  as  a  lookout  post 
Now  its  best  hope  for  a  future  is  the  vogue  in  nostalgic  decor. 
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THREE-FIFTHS  of  all  circuit  boards  depend  on 
PPG  technology  to  improve  performance. 

PPG  fiber  glass  yarn  technology  gives  printed  circuit  boards  the  dimensional 
.ability  it  takes  to  perform  with  peak  reliability.  A  new  PPG  glass  technology 
Hows  boards  to  be  printed  and  etched  with  greater  precision  than  ever.  And  our 
)lvents  help  develop  the  printed  photo  image. 

We're  also  strong  in  construction  materials,  in  chemical  processing,  in  the 
Jla»  utomotive,  aircraft  and  leisure  industries.  And  we're  poised  for  growth. 

For  nearly  100  years  now,  customers  have  relied  on  PPG  for  the  highest 
^  erformance,  whatever  their  business. 

Get  a  more  complete  picture  of  our  growing  technology.  Write  for  our  annual 
^  eport:  PPG  Industries,  Inc.,  One  Gateway  Center,  10  East.  Pittsburgh,  PA  15272. 


The  Number  One  Name 

In  Dictation 


^resents  The  "Dictaphone ' 
Of  W>rd  Processors. 


ie  first  word 
ocessor  that 
nderstands" 
mmands  put  to  it 
simple  English, 
id  responds. 

taphone  has  long  been  at  the 
:front  of  office  productivity. 
v  we're  about  to  outdo  even 
selves. 

I  The  Dictaphone  System 
)0  is  everything  you  could 
for  in  a  word  processor. 
1  some  things  you  probably 
er  considered  possible. 

aight  Talk. 
:  mumbo  jumbo. 

nputer  language  Greek  to 
.?  It  is  to  a  lot  of  people.  So 
taphone  lets  you  give  your  word 
cessor  instructions  in  plain 
iple  English,  through  its  exclu- 
!  Straight  Talk  program. 

You  can.  for  instance,  ask 
the  names  of  all  customers 
Dse  balance  is  greater  than 
000  by  simply  typing,  "Show 
the  customers  whose  hal- 
ves are  greater  than  $2,000." 
t  System  6000  will  oblige, 
ler  word  processors  would 
t  stare  at  you. 

I  a  stand-alone  word 
a  cessor  that's  also  part  of  an 
o mated  office  system. 

it  Dictaphone  Integrated  Office 
n.tem,  to  be  specific.  You  start 
ijh  the  basic,  extraordinary 
mrd  processor,  move  to  a  hard 
p  k  cluster  system,  even  tie 
b  Dictaphone  Omninet®,  a 
rial  area  network  that  lets  you 
pinmunicate  and  share  infor- 
jiition,  not  only  with  other  word 
piicessors,  but  other  office  equip- 
pint  as  well.  Even  the  leading 
Itinds  of  personal  computers. 


It  doesn't  forget  its  main 
purpose  in  life. 

The  Dictaphone  System  6000 
excels  in  the  business  of  text  edit- 
ing, formatting  and  documenta- 
tion. (It's  also  a  records  processor 
powerful  enough  to  make  you 
think  it's  a  data  processor,  but 
that's  gravy. ) 

Not  only  does  it  let  you  change 
words  and  sentences,  its  exclu- 
sive Footnoter  feature  'floats'  foot- 
notes over  to  their  correct  page. 
DictaSpell  checks  and  corrects 
spelling.  And  SideStep,  another 
Dictaphone  exclusive,  lets  your 
more  experienced  people  skip 
unnecessary  steps.  The  work 
never  went  so  fast. 


The  final  touch  is  the 
Dictaphone  Personal  Touch 
training. 

i   Dictaphone  has  nearly  100 
I    Marketing  Support  Represen- 
tatives nationwide,  trained  to 
give  you  hands-on  instruc- 
tion, expert  installation 
and  application-oriented 
follow-up.  We  even  do  a 
90-Day  Productivity  Audit 
to  see  that  you're  getting 
all  you  can  out  of  your 
System  6000. 

It's  all  part  of  what  has 
made  the  Dictaphone  name 
first  in  the  office  for  so 
many  years. 

See  the  System  6000, 
the  "Dictaphone"  of 
word  processors,  in  a 
free  demonstration. 


qp  Dictaphone 

A  Pitney  Bowes  Company 


lb  see  the  "Dictaphone"  of 
word  processors,  complete 
this  coupon.  Or  call  toll-free: 

1-800-431-1052 

(Except  Hawaii  and  Alaska) 
In  New  York  call  1-914-967-6067 


Name . 
Title  _ 


. Phone . 


Company . 
Address  _ 

City  

State   

Zip  


Mail  to:  Dictaphone  Corporation 
120  Old  Post  Road, 
Rye,  New  York  10580 
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iphone.  Straight  Talk.  Footnoter.  DictaSpell.  SideStep  and  Personal  Touch  are  trademarks  of  the  Dictaphone  Corporation.  Rye.  N  Y.  Omninet  is  a  registered  trademark  of 
us  Systems.  Inc.  This  product  contains  software,  portions  of  which  were  developed  under  license  from  Symantec. 


Numbers  Game 


One  Big  Eight  accountant  calls  the  new 
real  estate  accounting  rules  "cookbook 
accounting" — nice  and  clear,  but  obliv- 
ious to  the  need  for  flexibility. 


Building  by 
the  book 


commitment  that  the  buyer  can  and 
will  make  the  payment,"  says  Mel 
Penner,  a  partner  at  the  Big-Eight  ac- 
counting firm  Arthur  Young. 

The  trouble  is,  in  order  to  report  a 
profit,  a  seller  of  property  must  find 
buyers  who  can,  and  are  willing  to, 
come  up  with  a  down  payment.  It's  a 
Hobson's  choice:  Either  sell  the  land 
for  your  asking  price  and  not  show  the 
profits  on  your  books,  or  show  the 
profits  but  have  them  lessened  by  the 
need  for  a  high  down  payment.  The 


By  Robert  Teitelman 


In  October  the  Financial  Ac- 
counting Standards  Board  came 
out  with  accounting  statements 
66  and  67,  enormously  detailed  codifi- 
cations of  rules  for  the  real  estate 
industry.  The  rules  are  not  altogether 
new.  Most  of  them  were  issued  by 
the  American  Institute  of  Certified 
Public  Accountants  in  the  1970s. 
And  they  do  go  a  long  way  toward 
bringing  order  to  the  murky  world  of 
real  estate  accounting.  Unfor- 
tunately, they  also  change  the 
way  real  estate  operators  do 
business,  and  frequently  for 
the  worse. 

The  underlying  problem  in 
real  estate  is  simple:  Real  es- 
tate deals  are  long-lived,  and 
real  estate  companies  often 
want  to  book  profits  as  quick- 
ly as  possible.  That  desire 
sometimes  leads  to  showing 
earnings  that  don't  really  ex- 
ist. The  FASB  naturally  wants 
to  stop  the  reporting  of  paper 
profits. 

One  FASB  remedy  is  to 
mandate  a  minimum  down 
payment  on  the  sale  of  land 
before  the  profit  can  be  report- 
ed. The  amount  of  down  pay- 
ment varies,  of  course,  with 
the  kind  of  property — say  from 
10%  for  an  established  shop- 
ping center  (and  a  buyer  with  a 
good  credit  history  and  ade- 
quate cash  flow)  to  25%  for 
some  forms  of  undeveloped 
land.  The  down  payment  must 
also  be  paid  in  cash  or  secured 
notes.  "The  guidelines  want  a 


terms  aren't  dictated  by  the  market 
but  by  the  accountants.  In  tough 
times,  when  buyers  are  few,  that  can 
really  hurt. 

Another  problem  crops  up  in  the 
area  of  repurchase  agreements.  Natu- 
rally, if  the  owner  of  a  shopping  center 
agrees  to  sell  the  center  to  another 
party  and  then  buy  it  back  at  a  prear- 
ranged price  after  a  prearranged  length 
of  time,  that  doesn't  produce  earn- 
ings. It's  considered  a  loan,  not  a  true 
sale.  Fair  enough. 

But  the  rules  go  a  step  further.  Let's 
say  the  price  to  be  paid  isn't  set  in 
advance,  but  is  assumed  to  be  what- 
ever the  current  market  prices  are. 
That's  still  no  sale,  according  to  the 
FASB,  and  no  income  is  produced. 
The  Board  will  let  you  give  a  buyer 
the  right  of  first  refusal.  It's  the  preset 
time  span  after  which  the  property 
will  be  sold  back  that  makes  the  deal 
look  like  a  loan  to  them. 

In  Statement  67  the  FASB  also  sets 
down  rules  on  accounting  for  costs  in 
rental  operations:  In  most  cases  you 
must  begin  depreciation  of  an  apart- 
ment building  as  soon  as  it  is  con- 
structed and  ready  to  rent.  The  prob- 
lem is  that  buildings  aren't  rented  all 
at  one  time.  Generally,  landlords  plan 
on  a  so-called  rent-up  period  that  can 
last  up  to  two  years.  As  a  result,  it  can 
be  several  years  before  rental  income 
offsets  costs.  So  you  can  find 
yourself  depreciating  all  of  the 
property,  but  only  making  in- 
come on  a  portion  of  it.  The 
result  is  frequently  a  loss  on 
the  apartment  building  for  the 
first  few  years.  How  rapidly 
does  a  brand  new,  empty 
apartment  depreciate?  Clearly 
not  as  quickly  as  one  that's 
v>  occupied,  yet  that's  what  the 
accounting  shows. 

One  result,  of  course,  is  to 
make  landlords  overanxious  to 
fill  new  buildings  as  rapidly  as 
possible — even  if  it  sometimes 
means  giving  back  a  month's 
rent  as  an  incentive.  In  the 
long  run,  cash  flow  will  be 
less,  but  the  landlord  needs  to 
show  his  creditors  profits,  and 
to  do  that  he's  got  to  get  the 
building  filled. 

An  even  broader  problem 
with  the  rules  governing  real 
estate  depreciation  stems  from 
the  fact  that  buildings  are  de- 
preciated on  a  historical  cost 
basis.  In  fact,  they  may  well  be 
appreciating  in  value  at  least 
for  many  years. 
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Every  day,  C-E  helps  America  save  more  energy  than 
it  takes  to  light  New  York. 


That's  the  saving  from 
just  one  of  the 
energy  recovery  products 
from  C-E  Air  Preheater. 

The  Ljungstrom"  heat  ex- 
changer helps  a  utility,  refinery 
or  process  plant  cut  fuel  con- 
sumption by  up  to  25%.  Heat 
that  would  normally  be  lost 
through  the  smokestack  is  re- 
covered and  sent  back  to  do 
more  work.  Fuel  savings  are 
about  1%  for  every  45-50°  F 
increase  in  combustion  air 
temperature. 

In  fact,  over  the  past  five 
years,  the  amount  of  energy 
saved  by  Ljungstrom  air  pre- 
heaters  around  the  world  equals 
150  million  tons  of  coal,  190  mil- 
lion barrels  of  oil  and  1.4  trillion 
cubic  feet  of  natural  gas.  In  the 


United  States  alone,  there  are 
more  than  5,000  of  these  units. 

C-E:  World  leader  in 
energy  technology. 

We're  helping  to  find  and  bring 
in  oil  and  gas.  Upgrading  and 
building  refineries  and  petro- 
chemical plants.  Developing 
cleaner,  more  efficient  ways  elec- 
tric utilities  and  other  industries 
can  use  coal.  Providing  equip- 
ment and  services  for  nuclear 
power  generation.  Supplying  a 
wide  range  of  mineral-based 
products  to  paper,  steel  and  alum- 
inum producers.  And  leading 
the  way  in  the  development  of 
alternative  fuels. 

For  more  information  about 
our  diverse  lines  of  business, 
and  a  five-year  summary  of  our 


Financial  Highlights,  write  Com- 
bustion Engineering,  Inc. ,  Dept. 
7004-242,  900  Long  Ridge  Road, 
Stamford,  CT,  USA  06902. 


Era  COMBUSTION 
ENGINEERING 

The  Energy  Systems  Company 


Curiously,  in  spite  of  the  problems, 
these  accounting  rules  changed  from 
being  looser  AICPA  guidelines  to 
binding  FASB  statements  with  only 
limited  objections  from  members  of 
the  real  estate  industry.  There  were 


fewer  responses  than  is  typical  for 
most  FASB  statements,  in  fact.  But 
the  board  knew  it  was  playing  with  a 
contentious  topic. 

In  a  rare  show  of  divisiveness,  two 
of  the  seven  members  of  the  FASB 


Taxing  Matters 


In  partial  liquidations  companies  can  save 
their  shareholders  lots  of  tax  dollars.  Now 
the  IRS  has  made  things  easier. 


Merry  Christmas 
from  the  IRS 


By  Ellyn  Spragins 


P>  ARTIAL  LIQUIDATIONS  have 
"  been  around  for  a  long  time.  A 
company  selling  off  a  division  or 
significant  asset  takes  the  money 
from  the  sale  and  hands  it  to 
its  shareholders.  Shareholders 
get  taxed  at  relatively  low  cap- 
ital gains  rates. 

Several  months  ago,  for  ex- 
ample, Masonite  Corp.  decid- 
ed to  dispose  of  its  timberland 
assets.  To  do  so  it  transferred 
the  timber  at  its  book  value 
into  a  new  partnership,  units 
of  which  were  then  distributed 
to  Masonite  shareholders. 
They  are  subject  to  a  capital 
gains  tax  on  the  appreciation 
in  the  value  of  the  units  on  the 
open  market  from  the  time 
each  shareholder  bought  the 
Masonite  stock.  When  the 
timber  itself  is  sold  later,  the 
shareholders  get  the  cash. 

Deals  like  this  have  been 
relatively  infrequent  in  the 
past.  But  now  there  are  rea- 
sons they  may  gain  in  popular- 
ity. Bob  Willens,  tax  partner  at 
Peat  Marwick  Mitchell,  ex- 
plains: Companies  can  substi- 
tute the  proceeds  from  liquida- 
tion for  a  normal  dividend 
payout  by  first  canceling  the 
normal  dividend  and  then  de- 


claring a  special  liquidation  payout. 
The  company's  cash  outlay  remains 
the  same,  but  the  shareholder  saves 
half  his  taxes.  "I  have  seen  a  tremen- 
dous amount  of  interest  in  this,"  says 
Willens. 


dissented.  Ralph  Walters,  on  the 
board  for  5lA  years,  fears  that  the  rules 
are  rigid  and  that  they  leave  too  little 
room  for  flexibility  in  the  particular 
circumstances.  Walters  may  well  be 
right.  ■ 


Companies  began  considering  par- 
tial liquidations  in  lieu  of  dividends 
only  last  year.  What  changed  matters 
was  a  ruling  by  Internal  Revenue  that 
companies  did  not  have  to  make  their 
shareholders  turn  in  old  stock  certifi- 
cates for  new  ones  in  the  case  of  par- 
tial liquidation.  Calling  in  stock  can 
be  expensive.  After  a  flip-flop  or  two, 
IRS  recently  came  out  with  a  private 
ruling  that  said  a  public  company  can 
mail  its  liquidation  checks  to  share- 
holders, and,  instead  of  demanding 
stock  in  return,  all  it  need  do  is  drop 
some  stickers  into  the  same  envelope 
for  shareholders  to  paste  onto  their 
stock  certificates.  The  stickers  state 
that  the  stock's  par  value  has  been 
reduced  and  that  a  distribution  has 
been  made  on  the  stock.  Reducing  a 
stock's  par  value  requires  only  a  sim- 
ple directors'  resolution. 

The  ruling  is  so  new  that  compa- 
nies are  just  now  consulting  their  ac- 
countants. Unless  the  IRS  does  an- 
other flip-flop,  scores  of  large  and 
companies  may  try  the  tech- 
Not  every  sale  of  a  division 
will  turn  into  a  partial  liquida- 
tion, of  course.  To  qualify  as  a 
partial  liquidation,  usually  all 
proceeds  from  the  sale  of  a  di- 
vision must  be  passed  on  to 
shareholders.  Obviously  a 
company  is  not  likely  to  shell 
out  $100  million  in  partial  liq- 
uidation proceeds  if  it  ordi- 
narily pays  only  $30  million  in 
dividends. 

There  is  another  twist  to  the 
partial  liquidation  option. 
Corporations  can  actually  save 
money  by  paying  shareholders 
less  cash  from  a  partial  liquida- 
tion than  they  would  in  divi- 
dends, as  long  as  the  aftertax 
amounts  are  equivalent.  "If 
the  tax  director  is  doing  his 
job,"  says  Willens,  "he  should 
be  telling  his  boss,  'Hey,  we 
can  give  the  shareholders  the 
same  cash  in  pocket  by  distrib- 
uting the  smaller  dollar 
amount.'  "  But  Willens  thinks 
most  companies  that  elect  to 
distribute  liquidation  pro- 
ceeds will  give  shareholders 
the  extra  benefit  in  the  form  of 
considerably  lower  taxes.  ■ 


small 
nique 
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The  faster  the  Gulf  stream  III  f  li 
the  farther  behind  it  leaves 
every  other  executive  jet. 


If  you  drive  any  kind  of  vehicle,  you  know  that 
speed  impacts  how  far  it's  going  to  travel. 
Automobiles  or  airplanes,  the  law  is  the  same: 
the  higher  the  speed,  the  shorter  the  range. 

For  example,  the  long  range  cruise  speed 
of  the  Gulfstream  III  is  Mach  .77,  or  about 
510  mph.  At  that  speed,  the  Gulfstream  III 
has  an  NBAA  IFR  range  of  4,205  statute  miles. 

That's  more  than  enough  range  for  the 
Gulfstream  III  to  fly  non-stop  routinely 
between  London  and  New  York  in  about 
8  hours  with  at  least  8  passengers  and  bag- 
gage. (No  other  executive  jet  can  do  that.) 

Boost  the  cruise  speed  of  the  Gulfstream  III 
to  its  maximum— Mach  .85,  or  over  560 
mph— and  its  NBAA  IFR  range  becomes 
3,226  statute  miles  with  the  same  payload. 

That's  still  enough  range  to  fly  at  least  8 
people  at  top  speed  from  Boston  to  London 
or  between  any  two  airports  in  the  continental 
United  States  in  less  than  6  hours.  (No  other 
executive  jet  can  do  that,  either.  The  fact  is,  the 
Gulfstream  III  can  fly  more  people  farther 
faster  than  any  executive  jet.) 

But  we're  not  advocating  speed. 

We're  talking  about  productivity. 

The  Gulfstream  III  offers  such  unique  flexi- 
bility in  trade-offs  between  speed,  range  and 
payload  that  it  can  fly  virtually  any  kind  of 
mission— and  do  it  with  optimum  productivity. 

At  a  time  when  the  world's  businesses  are 
placing  increased  emphasis  on  maximizing 


every  investment,  it  is  little  wonder  that  the 
thoroughly  proven  Gulfstream  III  continues 
to  dominate  the  market  for  long-range 
executive  transports. 

If  you  are  planning  for  the  acquisition  of  an 
aircraft  that  can  help  make  your  organization 
more  effective  and  productive,  now  is  the  time 
to  look  into  the  Gulfstream  III. 

A  full-scale  demonstration  of  this  remarkable 
airplane  on  one  of  your  upcoming  business 
trips  at  home  or  abroad  could  shape  your 
thinking  about  business  jets  for  years  to  come. 


The  man  to  talk  to  is  Charles  G.  Vogeley, 
Senior  Vice  President  of  Gulfstream  Market- 
ing. Call  him  at  (912)  964-3274;  or  write  to 
him  at  Gulfstream  Aerospace  Corporation, 
P.O.  Box  2206,  Savannah,  Georgia  31402  U.S.A. 

He  can  show  you  why  the  Gulfstream  III 
continues  to  leave  its  challengers 
farther  and  farther  behind. 


The  Gulfstream  III.  The  Ultimate. 


Gulfstream 
Aerospace 


e  1982  Gulfstream  Aerospace  Corporation   Member  GAMA 


Italian  politics  are  a  disaster. 
Italian  technology  is  thriving. 
There's  quite  a  lesson  in  all  this. 


Creative 
chaos 


By  Stephen  Kindel 
and  Rosemary  Brady 

Italy  has  its  problems,  but  who  doesn't  nowadays? 
Its  vital  economic  statistics  read  like  a  litany  of  late 
20th-century  horrors.  A  17%  inflation  rate.  Unem- 
ployment at  10.5%.  Balance  of  payments  deficit  currently 
at  $6.5  billion  and  expected  to  rise.  Italy's  public-sector 
deficit  is  13%  of  the  nation's  $350  billion  gross  domestic 
product  (GDP).  Next  year  the  figure  could  rise  to  17%  of 
GDP,  which  would  leave  little  or  no  money  for  the  private 
sector  to  expand. 

On  and  on.  Structural  problems.  Fractious  unions.  Major 
economic  differences  between  the  north  and  south.  A 
decaying  industrial  base.  Overdependence  on  imported  oil. 
A  do-nothing  government.  Rising  social  security  costs. 

In  short,  Italy  is  in  the  midst  of  an  economic  crisis 
remarkably  similar  to  the  one  facing  the  U.S.  But  is  Italy 
mired  in  despair?  Not  at  all.  Listen  to  Marisa  Bellisario, 
managing  director  of  Italtel,  Italy's  largest  manufacturer  of 
telecommunications  equipment.  "I  cannot  change  the 
past,"  she  says,  "but  I  can  change  the  future." 

Changing  the  future  is  what  Bellisario  and  her  col- 
leagues in  Italian  industry  are  doing  with  a  vengeance. 
Italtel,  which  was  one  of  the  birthplaces  of  the  Red  Bri- 
gades and  whose  militant  workers  perhaps  symbolized 
Italian  managerial  impotence  for  much  of  the  Seventies, 
has  been  systematically  refashioned.  Since  leaving  Oli- 
vetti to  join  Italtel  in  1980,  Bellisario,  45,  has  shucked  over 
5,500  unnecessary  workers.  By  1985,  when  the  company's 
restructuring  is  complete,  employment  will  have  dropped 
from  30,000  to  barely  21,000.  At  the  same  time,  Italtel's 
production  of  central-office  switching  systems  will  have 
increased  by  more  than  25%,  to  about  1  million  lines  of 
installed  central-office  switching  systems  a  year.  At  that 
point,  says  Bellisario,  Italtel  will  become  a  major  player  in 
the  international  telecommunications  business.  And  a 
highly  profitable  one. 

Bellisario  is  not  alone  in  putting  the  emphasis  of  Italian 
industry  back  on  profits.  Olivetti,  which  was  a  decaying, 
family-controlled  manufacturer  of  elegant  but  obsolete 
mechanical  typewriters  only  five  years  ago,  is  today  sec- 
ond only  to  IBM  in  the  worldwide  electronic-typewriter 
market.  And  compared  with  IBM's  21 -year-old  golfball 
printing  element,  Olivetti's  daisy  wheel — which  flicks 


Robot  moving  an  engine  at  Fiat's  Mirafiori  works 

In  place  of  a  bloated  workforce,  higher  production. 
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characters  onto  the  page  at  computer- 
printer  speeds — is  state-of-the-art. 
Changing  to  electronics  has  more 
than  made  the  company  competitive; 
it  has  put  Olivetti  solidly  in  the  black. 
What  had  been  a  $100  million  loss  in 
1978  became  an  $85  million  profit  last  year.  In  the  first  six 
months  of  this  year,  Olivetti  Group  sales  were  up  by  more 
than  26%,  compared  with  a  year  ago — to  $1.1  billion.  R&D 
spending  has  risen  for  the  Olivetti  parent  company  22%, 
to  $43  million,  which  is  a  healthy  8%  of  sal.es.  Such 
booming  numbers  have  allowed 
Olivetti  to  keep  pace  with  the 
latest  technological  advances. 
The  firm  recently  introduced  a 
new  personal  computer  with 
features  that  exceed  those  of 
IBM's  and  Apple's  top-of-the- 
line  models.  It  is  such  innova- 
tions that  have  allowed  Olivetti 
to  pay  out  stock  dividends  once 
again;  this  it  began  doing  in 
1979,  the  year  the  company 
came  back  to  profitability. 

Fiat  S.p.A.,  the  holding  com- 
pany of  Italy's  largest  private 
company,  is  still  in  an  uphill 
battle.  It  earned  a  skinny  $76 
million  on  sales  of  $17.3  billion 
last  year.  Profits  would  have 
been  better  but  for  huge  losses  in  the  company's  South 
American  car  operations — $200  million — and  the  U.S.  op- 
erations of  Fiat-Allis,  the  company's  earth-moving-equip- 
ment venture  with  Allis-Chalmers,  which  lost  $18  million 
last  year. 

In  Europe,  where  Fiat  has  placed  its  greatest  marketing 
emphasis,  results  have  been  much  better.  After  falling  to 
fifth  place  among  European  carmakers  in  terms  of  Europe- 
wide  market  share,  Fiat  has  rebounded  to  first  place  for 
1981  and  should  repeat  that  performance  in  1982.  That 
increase  in  market  share  is  doubly  important  because  it 
represents  rising  unit  sales  in  a  declining  auto  market.  Fiat 
has  increased  European  sales  by  over  100,000  cars  and  has 
introduced  a  spate  of  new  models  to  solidify  its  hold  on  the 
broad  middle-price  range  of  cars,  an  area  formerly  domi- 
nated by  Renault,  Peugeot  and  Volkswagen. 

For  Fiat,  the  return  to  health  has  not  been  easy.  To 
regain  lost  market  share,  Fiat's  managers  have  had  to  push 
major  changes  through  the  company.  The  evidence  of 
those  changes  quickly  becomes  apparent  as  you  walk 
through  Fiat's  mammoth  Mirafiori  works  in  the  suburbs  of 
Turin.  The  factories  are  almost  devoid  of  people.  Many  of 
the  20,000  workers  that  Fiat  has  cut  from  its  bloated 
315,000-man  labor  force  were  at  Mirafiori.  Gone  is  the 
traditional  assembly  line,  with  its  overhead  conveyor 
moving  along  at  stately  speed  while  workers  struggle  to 
affix  parts  to  the  body  chassis  of  cars  under  construction. 
In  its  place  have  come  robot  carriers  that  move  each  car-in- 
the-making  to  work  sites  by  means  of  a  radio  guide  wire  in 
the  factory  floor.  Once  there,  the  robot  carrier  raises  the 
car  body  to  a  predetermined  height  that  allows  the  workers 
to  attach  a  part  without  either  bending  or  stretching. 
When  the  worker  is  finished,  he  pushes  a  button  that  sends 
a  message  to  the  plant's  central  computer.  That  message 
updates  the  status  of  the  construction  of  each  car  and 
signals  another  robot  carrier  to  appear,  while  the  first 
carries  away  the  finished  piece  to  its  next  work-station 
destination.  This  flexible  manufacturing  system,  com- 

led  with  labor  cuts,  has  boosted  Fiat's  productivity  by  an 
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impressive  20%  in  only  a  year  and  pu« 
the  company  well  on  the  road  to  be] 
coming  the  most  efficient  automobile 
producer  in  Europe.  To  keep  the  efforfl 
going,  Fiat  is  currently  spending  up- 
wards of  $  1  billion  a  year  on  efficiency 
improvements  and  new  designs. 

Surprisingly,  much  of  that  money  is  spent  not  on  U.S.  oi 
Japanese  technology  but  on  homegrown  advances  in  auto- 
mation.  In  fact,  both  the  U.S.  and  Japanese  auto  industries 
have  lately  been  coming  to  Italy  to  see  how  cars  ought  to 
be  manufactured,  and  they  have  returned 
with  Robogate  body-welding  systems  am 
flexible  manufacturing  systems  made  b 
Comau,  the  machine  tool  division  of  Fiat 
Other  American  manufacturers,  such  a 
Black  &  Decker,  have  bought  robot  assem 
bly  systems  from  Turin's  Digital  Electronic 
Automation  (DEA).  General  Electric  has 
taken  out  a  manufacturing  and  marketing 
license  for  DEA's  Allegro  assembly  robot, 
which  is  reckoned  by  many  experts  to  be 
the  most  advanced  assembly  robot  on  the 
market  today.  The  Allegro  not  only  cam 
pick  pieces  from  a  bin  and  place  them  in  am 
assembly  sequence,  but  its  grippers  also  cam 
measure  a  part  as  it  is  picked  and  reject  it  if) 
its  measurements  are  off  by  even  a  fraction! 
of  an  inch. 
Such  technology  is  a  natural  outgrowth  of 


Mattel's  Marisa  Bellisario  (top);  worker  testing  advanced 
telecommunications  gear 

"I  cannot  change  the  past,  I  can  thefuture." 


DEA's  primary  business,  the  manufacture  of  coordinate- 
measuring  machines  used  in  quality  control.  DEA  is  the 
world  leader  in  that  area,  with  about  30%  of  the  world 
market.  It  got  that  way  by  applying  the  techniques  learned 
from  providing  decision  controls  to  moving  parts.  (DEA's 
largest  coordinate-measuring  machines,  for  example,  can 
measure  the  placement  of  rivet  holes  on  aircraft  fuselage 
sections  to  an  accuracy  of  one-hundredth  of  a  millimeter 
over  ten  meters,  on  a  continuous  basis.)  DEA's  newest 
entry  into  the  robotics  marketplace,  Bravo,  follows  the 
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1983  FOBD-i/(7l/J  CROWN  VICTORIA 


IT'S  A  COMFORT  TO  KNOW  YOU  CAN 
STILL  OWN  THIS  MUCH  CAR. 


^^^wwiJacloriator  1983.  Quiet.  Smooth  riding. 
Full  size.  With  comfort  and  luxury  lor  six  passen- 
gers. Standard  this  year  is  a  5.0  liter  Electronic 
fuel  injected  engine  with  automatic  overdrive 
transmission.  Rich  velour  fabrics,  thick  car- 
ibetfng  and  warm  woodtones  create  a  quiet 

Set  it  together -  Buckle  up. 


place  lor  you  to  relax.. While  a  solid  s 
and  remarkable  sound  insulation  make  it 
clear  you're  riding  in  a  truly  fine  automobile. 

LTD  Crown  Victoria  for  1983.  In  two-  and  foi 
door  models.  It's  so  rewarding  to  own  one.  Isn 
it  nice  to  know  you  still  can? 


DIVISION 


coordinate  measuring  path  even  more 
closely.  The  Bravo  robot  can  accurate- 
ly measure  such  complex  shapes  as 
the  internal  dimensions  of  engine 
blocks  on  an  assembly-line  basis.  It 
should  find  wide  use  in  advanced  ma- 
chining and  assembly  plants — including  those  that  make 
robots  and  computerized  machine  tools. 

If  DEA's  leadership  comes  from  carefully  applying 
knowledge  gleaned  from  one  business  to  a  new  area,  Co- 
mau's  leadership  in  flexible  manufacturing,  according  to 
Paolo  Cigna,  director  of  automation  research,  comes  from 
a  commitment  to  applications  software.  Prior  to  1976, 
when  Comau  began  building  its  first  robot  welders,  the 
company  had  already  invested  heavily  in  software  research 
for  its  machine  tool  business  in  order  to  com- 
pete with  the  large  computer-numerical-con- 
trolled (CNC)  machining  centers  offered  by 
such  U.S.  manufacturers  as  Kearney  &.  Trecker 
and  Cincinnati  Milacron.  When  Fiat  began  its 
push  toward  automation,  it  found  a  powerful 
in-house  capability  already  in  place.  Comau 
had  become  the  largest  automated-systems 
supplier  in  Europe.  "General  Electric  and  Al- 
len-Bradley, who  are  worldwide  leaders  in  con- 
trols," says  Cigna,  "suffer  from  the  disadvan- 
tage of  never  having  supplied  systems.  While 
controls  are  important,  they  are  only  a  small 
part  of  the  cost  and  value  added  in  an  automat- 
ed manufacturing  operation.  Neither  GE  nor 
Allen-Bradley  has  yet  supplied  complete  turn- 
key automation  systems  to  customers." 

The  software  is  important,  and  in  applica- 
tions software  the  Italians  are  clearly  Europe's 
leaders.  "There  are  over  1,000  software  houses 
in  Italy,"  claims  Bellisario,  "mostly  small 
firms  with  10  to  20  workers,  and  the  number  is 
rising  very  rapidly."  Not  all  of  the  firms  are  so 
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Luigi  and  Domenico  Lazzaroni  of  DFA  (top);  technician  with 
Allegro  assembly  robot 

Surprisingly,  much  of  the  advance  is  homegrown. 

small.  Alitalia,  the  strike-plagued  Italian  state  airline,  has 
developed  a  profitable  sideline  in  software;  its  fast  cargo 
routing  and  control  is  used  by  40%  of  the  world's  airlines, 
while  another  program,  memis — an  acronym  for  Mainte- 
nance &  Engineering  Management  Information  System — 
is  being  used  by  16  international  airlines.  Such  software 
has  earned  Alitalia  more  than  $16  million  in  foreign  cur- 
rency to  date. 

Such  currency  is  badly  needed  for  one  simple  reason: 
Italy,  more  than  any  other  nation  except  Japan,  is  depen- 


dent on  imported  petroleum  and  nat- 
ural gas  to  fuel  its  industries,  provide 
feedstocks  for  its  chemical  plants  and 
heat  its  homes.  Although  imports 
have  moderated  since  the  1973  oil 
crisis,  Italy  is  still  80%  dependent  on 
imported  fuel.  The  U.S.,  in  comparison,  imports  only 
about  15%'of  its  total  fuel  needs. 

One  reason  for  Italy's  thirst  for  imported  oil  is  that  the 
nation's  industrial  base  was  largely  developed  after  the  age 
of  coal  was  long  past.  But  another,  more  important  reason 
is  that  the  cost  of  oil  had  been  kept  artificially  low  by  the 
state,  so  low  that  other  oil  companies  have  largely  pulled 
out  of  Italy,  leaving  the  field  to  Ente  Nazionale  Idricarburi 
(ENI),  the  state  hydrocarbon  monopoly.  And  while  innova- 

 .    tive    private    industries  are 

struggling  gamely  to  keep  Italy 
>0%  j  solvent  under  trying  circum- 

stances, ENI  and  other  state 
companies  are  mired  in  losses 
and  inefficiencies.  Last  year, 
for  example,  ENI  lost  $1.54 
billion  on  energy  imports  of 
about  $26  billion.  This  year, 
through  increased  efficiencies 
in  refining  and  a  new  natural 
gas  agreement  with  Algeria,  as 
well  as  a  restructuring  of  ENI's 
chemical  sector,  the  company 
should  lose  about  $900  mil- 
lion. Next  year,  predicts 
Gianni  De  Michelis,  Minister 
of  State  Holdings,  who  has  di- 
rect responsibility  for  ENI  and 
other  state  enterprises,  losses 
should  be  reduced  to  $261  mil- 
lion, with  profits  to  come  the 
year  after. 

But  if  De  Michelis  is  to  keep  to  his  ambitious  plan,  he 
will  have  to  do  more  than  simply  wipe  out  ENI's  deficits. 
The  state  sector  is  all-pervasive  in  the  field  of  heavy 
industry,  being  involved  in  the  production  of  steel,  petro- 
chemicals, aluminum,  automobiles,  even  motion  pic- 
tures. Its  original  aim  was  to  provide  a  vehicle  for  rapid 
industrialization.  After  World  War  II  the  state  bought 
shares  in  small  entrepreneurial  enterprises  and  then  in- 
vested large  amounts  of  capital  in  their  expansion. 

But  by  the  beginning  of  the  Seventies  the  state  holding 
companies  had  become  instruments  of  "social  policy." 
Erasing  the  massive  social  discrepancies  between  the 
north  and  south  of  Italy  by  the  placement  of  large  capital- 
intensive  plants,  which  the  Italians  have  come  to  call, 
derisively,  "cathedrals  in  the  desert,"  failed  miserably.  Far 
from  providing  large-scale  employment  in  the  south,  the 
plants  actually  helped  accelerate  outward  migration. 

How  so?  Because  the  output  of  huge,  largely  automated 
refineries  and  steel  mills  was  exported  to  the  manufactur- 
ing centers  of  Turin  and  Milan,  creating  jobs  in  already 
prosperous  towns.  Such  are  the  hazards  of  trying  to  plan  an 
economy.  Meanwhile,  the  revenue  that  flowed  from  the 
plants  was  exported  to  the  state  coffers  in  Rome,  where  it 
became  subject  to  the  intrigues  of  government.  While  the 
price  of  imported  raw  materials  was  still  low,  the  Ministry 
of  State  Holdings  could  simultaneously  build  its  payrolls 
and  make  fat  profits.  When  the  price  of  raw  materials 
turned  sharply  upward  in  1973,  the  state  holding  compa- 
nies were  caught  flat-footed.  Interminable  government 
wrangling,  coupled  with  an  absolute  refusal  to  fire  even 
the  least  productive  employees  for  fear  of  being  accused  of 
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A  partridge  in  a  pear  tree 
Two  turtledoves 

Three  French  hens 
Four  calling  birds 


Five  gold  rings 

^     }     ^     }     ^  ^ 

Six  geese  a-laying 


Seven 


swans  a-swimming 


Eight  maids  a-milking 


N ine  ladies  dancing 


Ten  lords  a-leaping 


i 


* 


Eleven  pipers  piping 


Tt  15 


Twelve  drummers  drumming 


What  people  gave  before  there  was  Chivas  Regal. 

I?  YEARS  010  WORLOWIDC  ■BLENDED  SCOTCH  WHISKY  •  86  PROOF  •  C  198?  GENERAL  WINE  L  SPIRITS  CO   NEW  YORK  NY 


betraying  commitments  to  the  south,  caused  the  state 
industries  to  sink  ever  deeper  into  the  red. 

While  it  would  make  the  most  sense  for  De  Michelis  to 
stick  to  restructuring  the  existing  state  enterprises  to  put 
them  on  the  road  to  profitability,  he  has  also  been  invest- 
ing the  government's  money  in  some  new  companies, 
among  them  DEA,  in  an  attempt  to  improve  the  state's 
balance  sheet.  Late  last  year  DEA  President  Luigi  Lazza- 
roni,  feeling  that  the  company  needed  capital  to  expand, 
began  shopping  for  an  international  partner.  DEA  received 
offers  from  several  U.S.  and  German  firms  and  was  in  the 
midst  of  serious  negotiations  with  Brown  &  Sharpe,  a  $205 
million  (sales)  Rhode  Island-based  manufacturer  of  preci- 
sion machining  equipment  when,  probably  unwisely,  the 
state  stepped  in.  "DEA's  technology  was  simply  too  im- 
portant for  it  to  leave  Italy,"  claims  De  Michelis.  As  a 
result,  DEA  was  grafted  onto  Elettronica  San  Giorgio 
(ELSAG),  a  highly  profitable  state-owned  enterprise 
whose  chief  products  are  defense  electronics  and  com- 
puter-numerical-controlled machine  tools — exactly  the 
combination  that  DEA  needs  to  integrate  into  complete 
automation  systems  a  la  Comau. 

Despite  receiving  a  generous  settlement  from  the  state 


for  70%  of  the  company's  shares,  DEA's  Lazzaroni  is  noi 
particularly  happy  with  the  deal.  "Any  time  the  govern 
ment  gets  involved,"  he  says,  "you  have  the  possibility  foi 
things  to  go  astray.  The  possibilities  for  political  meddlinj 
are  just  too  great  to  ignore."  He  has  a  point. 

Government  meddling  is  the  bane  of  all,  from  the  largesi 
industrialists,  such  as  Giovanni  Agnelli  of  Fiat  and  Carle 
De  Benedetti  of  Olivetti,  to  the  man  on  the  street.  In 
putting  its  hand  into  everything,  the  state  has  managed  tc 
run  up  ruinous  deficits  and  satisfy  almost  nobody.  School' 
are  overcrowded  and  hospitals  are  a  nightmare — most  pa 
tients  bring  their  own  sheets  from  home  and  buy  food  and 
medicine  outside,  in  order  to  ensure  they  are  properly 
taken  care  of.  The  telephone  system  is  a  complex  network 
of  local  and  intercity  lines,  with  different  operating  com 
panies,  so  that  making  a  call  is  both  difficult  and  expen 
sive.  The  railroads,  while  clean  and  punctual,  are  under 
used,  since  the  state  spent  billions  building  a  superb  road 
network  to  satisfy  the  aspirations  of  the  Italian  motoring 
public.  In  fairness,  much  of  the  state's  huge  expenditures 
since  the  end  of  World  War  II  have  been  necessary.  Italy 
was  not  a  modern  nation  in  1945,  and  without  the  govern- 
ment's commitment  to  infrastructure  the  country  would 


The  wave  of  the  future? 


Iuca  Giovannelli  grew  up  play- 
ling  amid  looms  and  spinning 
machines  in  the  city  of  Prato, 
near  Florence.  "I  understood  the 
dialect  of  the  textile  industry,  its 
organization,  when  I  was  five  or 
six,"  says  Giovannelli,  now  a 
student  researcher  at  the  London 
School  of  Economics.  He  is  turn- 
ing the  knowledge  he  gained  as  a 
child  into  a  two-volume  disser- 
tation on  Prato's  industrial 
structure.  "Every  child  under- 
stands it,"  he  comments,  "be- 
cause the  mystery  of  the  indus- 
try is  in  the  air." 

That  industrial  structure  looks 
more  like  cottage  industry  than 
like  mass-production  technology, 
but  in  some  ways  it  may  be  the 
wave  of  the  future  in  a  techno-  _ 
logical  as  well  as  an  organizational 
sense.  Here  some  15,000  firms  em- 
ploy an  average  of  4.7  workers  each. 
Competition  is  fierce,  explains  Gio- 
vannelli, and  in  a  close-knit  com- 
munity of  under  200,000,  new  ideas 
spread  quickly.  As  Giovannelli  puts 
it:  "Technology  is  diffused  when  a 
large  family  gathers  for  dinner  or 
when  friends  meet  in  a  restaurant. 
You  don't  have  major  technological 
breakthroughs  suddenly,  but  inno- 
vations are  introduced  a  little  here 
and  a  little  there  until  it  all  adds  up 
to  something  important." 

On  nearly  every  street  in  Prato 
you  can  find  two  or  three  small 
firms,  often  in  family  homes,  in- 
volved in  particular  stages  of  textile 


Cathedral  and  square,  Prato.  Italy 
Home  of  "vertical  disintegration.' 


production.  LSE  Professor  Basil  Ya- 
mey,  a  frequent  visitor  to  Italy,  de- 
scribes the  industrial  organization 
as  "vertical  disintegration."  One 
firm  acts  as  an  impannetore,  or  con- 
verter; it  designs  fabrics,  takes  or- 
ders from  top  designers  and  buys 
raw  materials.  The  impannetore 
then  arranges  with  separate  weav- 
ing, dyeing  and  spinning  firms  to 
add  their  part  to  the  production  pro- 
cess. This  division  of  labor  within 
the  industry  decreases  the  burden  of 
capital  costs  on  any  one  owner  and 
allows  for  greater  flexibility. 

"You  can  change  your  product  al- 
most overnight,  which  is  essential 
in  a  schizophrenic  market  like  we 
have,"  says  Giovannelli,  whose  fa- 


ther, an  impannetore,  sells  fabrics 
to  Giorgio  Armani,  Missoni  and 
other  top  Italian  fashion  design- 
ers. Over  the  last  decade  his  pro- 
duction and  turnover  have  in- 
creased several  times,  to  a  total  of 
almost  $8  million. 

Giovannelli  sees  Prato's  textile 
industry  as  a  modern  adaptation 
of  medieval  merchant  ways: 
"The  textile  industry  was  in 
Prato  centuries  ago;  the  organiza- 
tion we  have  is  not  that  different 
from  the  merchant  system." 

Prato,  which  has  virtually  no 
unemployment,  is  only  a  single 
example  of  Italian  prosperity  be- 
ing built  up  from  the  small  scale. 
In  Brescia,  children  grow  up  with 
the  "mystery"  of  successful,  pri- 
vate steel  manufacturing  firms. 
In  Modena  they  join  small  toolmak- 
ing  companies.  And  in  the  south,  in 
the  town  of  Solofra,  they  grow  up  to 
work  in  a  vertically  disintegrated 
tanning  industry. 

Somehow,  small  firms  seem  to  fit 
in  both  with  Italian  orientation  to 
community  and  with  Italy's  history 
of  regional  differences.  But  experts 
like  LSE's  Yamey  and  Giovannelli 
stress  that  the  inbuilt  efficiencies  of 
the  Italian  industrial  structure 
make  it  well  worth  emulating:  "In 
Italy,"  says  Giovannelli,  "the  small 
firms  keep  going  while  the  big  ones 
lose  money.  Fiat  and  Olivetti, 
which  are  now  successful,  are  try- 
ing to  follow  the  flexibility  shown 
by  the  small  companies." — R.B. 
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still  be  depressed  and  backward. 

Spending  on  public  works  did  help 
build  an  infrastructure.  But  the  em- 
phasis of  government  spending  has 
shifted  from  public  works  to  social 
security.  Workmen's  compensation 
has  been  inflation-linked,  as  have  wages,  by  a  scheme 
known  in  Italian  asscala  mobile,  or  escalator.  This,  coupled 
with  an  unemployment  plan  that  provides  laid-off  workers 
with  up  to  92%  of  their  salaries  for  lengthy  periods,  has  led 
to  a  rising  tide  of  public  borrowing,  projected  at  more  than 
$30  billion  for  1983.  Even  the  opposition  Communist 
Party  sees  the  futility  of  the  state's  exercise.  Says  Silvano 
Andriani,  a  prominent  Communist  Party  economist:  "The 
level  of  government  spending  is  destroying  the  country.  It 
crowds  out  the  private  sector  from  the  investment  market- 
place and  makes  it  impossible  for  industry  to  expand." 
Martin  Feldstein  couldn't  have  said  it  better. 

Worse,  the  government  sector  imposes  its  burden  on  a 
narrow  base.  Forbes'  authority  for  that  is  Bruno  Trentin, 
national  secretary  of  the  Communist-  and  Socialist- 
backed  CGIL,  largest  of  the  country's  three  labor  organiza- 
tions. Trentin  says  85%  of  taxes  paid 
in  Italy  comes  from  salaried  workers. 
That  leaves  them  no  direct  means  of 
engaging  in  the  national  sport,  cheat- 
ing the  taxman.  To  get  around  such  an 
onerous  burden,  virtually  every  work- 
er has  a  plot  of  land,  which  provides 
food,  or  as  about  a  third  do,  a  second 
job,  which  may  provide  untaxed  in- 
come. Generally,  families  have  both, 
or  even  more.  Sophisticated  business- 
es, such  as  the  manufacture  of  preci- 
sion parts  for  the  machine  tool  indus- 
try, are  run  at  night  in  garages  and 
basements.  The  state  taketh  away,  but  what  it  cannot  see 
or  cannot  find,  it  does  not  take  away.  Thus  does  Italian 
industry  flourish,  not  because  of  the  government  but  in 
spite  of  it.  There's  a  lesson  here  for  us  all. 

How  large  is  the  hidden  or  submerged  economy?  The 
government,  in  calculating  its  gross  domestic  product, 
adds  15%  to  the  figure,  for  products  and  services  that 
escape  the  revenuer's  eye.  No  one  really  believes  that 
figure.  Antonio  Martelli,  chief  economist  of  Confindus- 
tria,  the  Italian  equivalent  of  the  Business  Roundtable,  and 
Andriani  and  De  Michelis  both  put  the  figure  closer  to 
30%  of  their  GDP.  That  must  be  so.  How  else  to  square  the 
official  statistics  with  the  prosperity  evidenced  in  the 
streets — the  crowded  shops  and  restaurants,  the  millions 
of  second  homes  popping  up  along  the  Italian  Riviera  or 
owned  by  Italians  in  Monte  Carlo,  Switzerland  and  New 
York.  In  fact,  Italy's  economic  growth  has  been  truly 
staggering.  Officially,  Italy  has  had  the  best  growth  rate  of 
major  European  nations  since  1978  and  will  enjoy  about  a 
2%  GDP  growth  for  1982,  while  most  other  European 
economies  are  stagnating.  Unofficially,  the  nation  is  doing 
much  better.  According  to  one  ENI  economist,  Italy  enjoys 
an  unofficial  per  capita  GDP  near  to  France's  official 
figure,  while  the  north  of  Italy,  where  unemployment  is 
barely  6%,  enjoys  at  least  as  high  a  per  capita  GDP  as  West 
Germany.  "France's  Minister  of  Research  and  Industry, 
Jean-Pierre  Chevenement,  says  that  in  technology  France 
has  only  Italy  to  fear  as  a  competitor,"  says  Olivetti's  De 
Benedetti.  "But  Chevenement  should  worry  less  about  our 
technology  and  more  about  the  energy  and  enterprise  of 
our  workers.  That  is  where  we  will  surpass  the  French."  It 
may  well  be  that  Mitterrand's  dose  of  socialism  in  France 
may  be  just  what  the  unfettered  sector  of  the  Italian    we'll  leave  it  to  the  political  philosophers. 


"The  state  taketh  away, 
but  what  it  cannot  see  or 
cannot  find,  it  does  not 
take  away.  Thus  does 
Italian  industry  flourish, 
not  because  of  the  gov- 
ernment but  in  spite  of 
it.  .  .  .  The  Italian  econo- 
my is  growing  despite  all 
attempts  to  throttle  it." 


economy  needs  to  further  its  pace  of 
development. 

The  submerged  economy  is  a  cause 
for  rejoicing  in  many  quarters  because 
it  has  kept  the  Italian  economy  grow- 
ing despite  all  attempts  to  throttle  it 
back.  While  everyone  pretends  to  be  perturbed  by  the 
prospects  of  so  much  revenue  lost  to  the  government — 
which  increases  the  need  to  borrow — most  are  secretly 
happy  that  the  government's  supply  of  funds  has  been 
strangled.  Some  companies  engage  in  tacit  support  for  the 
submerged  economy.  Fiat,  for  one,  has  arranged  its  produc- 
tion schedule  so  that  its  two  shifts  run  from  6  a.m.  to  2 
p.m.  and  2  p.m.  to  10  p.m.  Such  shifts  allow  a  worker  to 
spend  a  full  morning  or  a  full  afternoon  at  a  second  job, 
rather  than  forcing  him  into  night,  part-time  or  weekend 
work.  That  the  worker  needs  a  second  job  to  live  well  is 
unarguable.  Says  Trentin:  "For  every  $1,000  a  Fiat  worker 
is  paid,  he  receives  only  $450  because  the  government 
takes  the  rest  for  taxes  and  social  security.  If  a  worker 
takes  a  job  in  the  submerged  economy  he  may  [earn  less, 
yet]  get  $650  net.  Thus,  in  the  submerged  economy,  both 
^^^^^^^^^^m    worker  and  company  are  better  off; 

only  the  bureaucrats  lose." 

What  happens,  says  DEA's  Lazza- 
roni,  "is  that  at  a  certain  point,  when 
a  firm  gets  too  big  and  too  successful, 
it  has  to  make  a  decision.  Does  it 
come  up  from  underground  and  sub- 
ject itself  to  all  the  burdens  of  the 
state,  or  does  its  owner  decide  to 
throttle  back  production?  If  he  does 
that,  which  is  the  usual  case,  his  mar- 
gins begin  to  erode.  Then,  even  if  he  is 
spending  more  and  more  on  increas- 

  ing  productivity  through  automation, 

at  some  point  his  ability  to  compete  disappears." 

Nevertheless,  the  mood  in  industry  remains  by  and  large 
upbeat.  "Some  70%  of  the  unemployed  in  this  country," 
says  Italtel's  Bellisario,  "are  under  the  age  of  29.  And  the 
vast  majority  of  these  are  high  school  or  university  gradu- 
ates. Thus,  we  have  a  labor  pool  filled  with  people  whose 
level  of  academic  achievement  is  very  high.  The  change 
taking  place  in  the  economy  will  directly  benefit  those 
people,  and  they  in  turn  will  provide  the  high  level  of 
knowledge  needed  to  make  the  changes  succeed." 

Belatedly,  perhaps,  the  government  has  recently  opened 
its  purse  to  research  funding,  to  the  tune  of  $3.7  billion 
this  year  and  a  projected  $4.8  billion  for  1983.  Though 
most  of  this  will  go  to  pure  research,  more  than  $2  billion 
has  been  earmarked  for  direct  assistance  to  product-orient- 
ed development  in  areas  where  Italy  possesses  its  best 
strengths:  machine  tools,  electronics  and  office  equip- 
ment, and  the  software  that  powers  them. 

So  Italy  today  is  a  study  in  contradictions.  The  political 
situation  is  gloomy  and  the  fiscal  situation  is  a  disaster. 
The  ideal  would  be  to  cut  government  spending  and  bring 
everyone  into  the  tax  base  at  a  reasonable  level.  But  this  is 
not  an  ideal  world.  Meanwhile,  fueled  by  the  black  econo- 
my, an  orgy  of  consumption  diverts  money  from  invest- 
ment and  makes  the  nation's  balance  of  payments  look 
bleaker.  Lazzaroni  says,  not  proudly,  Italians  are  the  sec- 
ond-largest consumers  of  French  champagne  after  the  U.S. 
and  the  largest  per  capita  importers  of  Rolls-Royces. 
"That, "  he  says,  "is  no  way  to  build  the  future  of  a  nation. " 

True,  all  true.  But  even  with  a  government  whose  ex- 
travagance and  inefficiency  encourage  profligacy,  Italy  is  a 
beehive  of  economic  vitality.  There's  a  moral  here,  but 


FORBES,  DECEMBER  20,  1982 


143 


It  can  now 


be  delivered  by 
a  computer? 

GEE!" 
(No,  GTE!) 

The  mail  can  now  get  through  in  seconds. 
Thanks  to  GTE's  electronic  mail  service, 
called  Telemail. 

GTE  TelemailSM  is  currently  serving  busi- 
ness and  government  organizations  in  the 
United  States,  the  United  Kingdom  and 
Canada. 

Here's  how  it  works : 

Using  desktop  data  terminals,  subscribers 
dial  into  the  GTE  Telenet  data  network  to 
send  and  receive  their  messages.  Messages 
arriving  at  a  central  computer— the  "post 
office,"  so  to  speak— are  delivered  instantly  to 
the  individual  electronic  "mail  boxes"  where 
they  are  stored  and  available  for  pickup  24 
hours  a  day. 

Telemail  can  be  especially  useful  to  com- 
panies that  want  to  keep  in  touch  with  sales- 
men. You  see,  portable  computer  terminals 
are  available  that  the  salesmen  can  take 
with  them  when  traveling. 

It's  all  pretty  amazing,  isn't  it?  Especially 
when  you  stop  and  think  that  only  around 
a  hundred  years  ago  we  were  using  pony 
express. 


Editorial  impact  at  senior  executive  level  -  That's  a  strength  that  has  been 
demonstrated  over  a  decade  of  European  readership  studies. 

The  1982  EBRS  (European  Businessman  Readership  Survey)  shows  that  McGraw-Hill's 
International  Management  regularly  reaches  more  executive  business  readers  than  many  of 
the  big  name  magazines  including  Time,  Newsweek,  Fortune,  Economist  and  Harvard 
Business  Review. 

Ask  our  sales  team  to  show  you  the  detailed  results  both  for  International  Management  and 
our  Network  partner  publications  in  UK,  Germany,  Italy,  Spain,  and  Scandinavia.  They 
deliver  a  total  unduplicated  coverage  of  49%  of  Europe's  executives  in  industry  and 

commerce. 


Ian  Stewart  NYC  Joan  Slllnah  NYC  Robert  Gllot  Lynne  Slmonfy 

(South  East  and  (North  East  Chicago  (Mid-West)  Los  Angeles 

Canada)  and  New  York)  Tel:  (312)  751  3716  (West  Coast) 

Tel:  (21 2)  997  2946  Tel:  (21 2)  997  3585  Tel:  (21 3)  487  1 1 60 


 INTERNATIONAL  

Get  the  strength  of  MANAGEMENT  readership  working  for  you. 

INTERNATIONAL  MANAGEMENT  McGraw-Hill  Building  1221  Avenue  of  the  Americas  New  York.  NY  10020  Tel  (212)  997  2806 


Faces 

Behind  The  Figures 


Edited  by  Barbara  Ettorre 

Shelter  shock 

t  is  going  to  be  a  lean  Christmas  for 
ax-shelter  promoters  of  the  shadier 
ort,  if  Internal  Revenue  Service 
"ommissioner  Roscoe  Egger  is  to  be 
elieved.  Breathing  fire  comes  with 
is  territory,  of  course,  but  Egger  can 
oint  to  his  formidable  new  arsenal  of 
mti-scam  weapons. 


His  big  gun  under  the  1982  Tax 
Equity  &  Fiscal  Responsibility  Act  is 
to  slap  injunctions  on  promoters, 
stopping  them  from  taking  on  new 
business  if  one  of  their  existing  shel- 
ters is  deemed  "abusive"  by  the 
courts.  So  far  he  has  not  had  to  use  it; 
lust  the  threat  of  it,  apparently,  has 
prompted  a  good  many  aggressive  op- 
erators to  pull  in  their  horns.  Then 
(there  are  penalties — fines  of  up  to 
151,000  for  every  offending  document 
involved — for  tax  preparers  who  turn 
a  blind  eye  to  shelter  scams.  Egger 
says:  "Tax  preparers  do  not  like  shady 
shelter  schemes  anyway.  The  new 
penalties  give  them  a  cast-iron  reason 
for  saying  no."  Taxpayers  themselves 
iare  not  immune:  They  may  be  hit 
with  new  penalties  because  even  a 
taxpayer  who  can  show  that  he  en- 
tered into  a  scheme  in  good  faith  faces 
ia  tax  surcharge  of  10%  on  the  sum  in 
|dispute  if  it  is  shot  down. 

"We  are  aiming  for  prevention  rath- 
er than  cure,"  Egger  says.  "We  are  not 


anxious  to  deal  with  thousands  of  tax- 
payers after  the  event." 

What  makes  a  shelter  abusive?  "If 
someone  offers  you  a  10-to-l  writeoff, 
you  have  got  to  be  suspicious,"  says 
Egger.  "And  the  tax  law  says  that  for 
an  individual  to  get  the  benefit  of,  for 
instance,  an  investment  tax  credit,  he 
must  be  personally  at  risk.  If  he  is 
not — perhaps  because  the  promoters 
have  injected  a  corporate  entity  in  the 
middle — then  he  should  watch  out." 

Egger,  62,  predicts  that  1982  returns 
will  be  audited  somewhat  more  than 
1981  's — 1.8%  of  returns  received,  vs. 
1.6%  the  previous  year.  A  further  5% 
or  6%,  he  says,  will  be  subjected  to 
"correcting"— the  IRS'  new  sharp- 
shooter approach  focusing  on  specific 
items  in  a  return. 


Egger  reckons  the  IRS  is  at  last  turn- 
ing the  tide  against  outrageous  tax 
avoidance.  "Maybe  two  or  three  years 
ago  people  laughed  it  off  when  some- 
one said  he  did  not  pay  any  taxes,"  he 
says.  "Now  people  are  beginning  to 
think,  'Hey,  I  have  to  pay  more  taxes 
because  he  is  not  paying  his.'  " 

Even  so,  compared  with  20  years 
ago,  when  Egger  saw  the  picture  from 
the  other  side  as  a  partner  at  Price 
Waterhouse,  avoidance  is  rife.  "Now 
you  are  kind  of  out  of  it  if  you  don't 
have  an  avoidance  scheme  of  your 
own,"  he  says.  "We  want  the  promot- 
ers out  of  business.  Or  at  least  we  will 
see  to  it  that  they  are  offering  legiti- 
mate things." — Eamonn  Fingleton 


Rubbing  it  in 

With  all  that  jogging  and  race-walking 
going  on  out  there,  especially  with  the 
conscientious  stretching  and  bending 
that  precedes  it,  the  Mentholatum 
Co.,  maker  of  Mentholatum  and  Deep 


Heating  Rub,  figured  it  could  build  a 
tidy  business  selling  its  salves  to 
younger  fitness  freaks  as  well  as  to 
older  arthritis  sufferers.  No  such 
thing.  The  notion  died  in  test  market- 
ing, says  George  Hyde,  president  of 
the  Buffalo-based  company,  foggers 
couldn't  be  persuaded  to  apply  salve 
to  muscles  before  they  are  exercised. 

But  shed  no  tears  for  Hyde,  who  is 
the  fifth  family  member  to  become 
president,  a  post  that  he  assumed  in 
1974  (Hyde's  grandfather  Albert 
founded  the  company  and  introduced 
the  product  for  which  it  is  named  in 
1889,  basing  it  on  a  family  recipe). 
Sales  have  doubled  in  the  last  five 
years  to  $40  million;  and,  although 
the  company  produces  15  products  in 
the  U.S.,  the  big  factor  in  its  profitabil- 
ity is  Mentholatum  and  Deep  Heating 
Rub  (introduced  20  years  ago),  which 
account  for  two-thirds  of  sales.  About 
30%  of  the  company's  sales  come 
from  Japan,  where  Mentholatum  has 
been  sold  since  1912,  and  whose  sol- 
diers carried  the  salve  into  battle  in 
World  War  II.  Mentholatum's  Lip- 
balm  is  a  big  seller  there,  too.  "School- 
girls in  Japan  are  not  permitted  to 


Mentholatum  Co.  's  George  Hyde 
No  balm  injoggerland. 


wear  lipstick,"  Hyde,  60,  explains. 
"So,  we  put  a  little  gloss  in  our  Lip- 
balm  product  and  call  it  Campus  Lip. 
In  that  way  everybody  is  happy." 

Hyde  doesn't  mind  expanding 
Mentholatum  Co.'s  product  lines  by 
acquisition.  The  company  recently 
bought  three  items  from  Pfizer — a 
hemorrhoidal  suppository,  a  laxative 
and  a  toothpaste  for  sensitive  teeth. 
The  products  fit  into  its  product  line 
perfectly.  But  he  would  naturally  pre- 
fer to  do  it  internally.  Several  years 
ago  he  developed  an  industrial  hand 
cleanser  called  Baracaide.  (Company 


'nternal  Revenue  Service  Commissioner  Roscoe  Egger 
Seeking  storms  against  the  shelters. 
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research  unearthed  information  that 
hand  problems  are  the  biggest  cause  of 
industrial  absenteeism.)  "All  the  peo- 
ple to  whom  we  gave  samples  of  Bara- 
caide  loved  it,"  Hyde  explains,  some- 
what ruefully.  "Unfortunately,  the 
product  has  to  be  applied  before  you 
get  your  hands  dirty.  It  was  the  Deep 
Heating  Rub  problem  for  joggers  all 
over  again.  Nobody  ever  thinks  he 
will  get  his  hands  dirty.  So,  nobody 
bought  the  product.  You  want  to  buy 
a  couple  hundred  cases  of  a  great  hand 
protector?" — Stanley  W.  Angrist 


bills  and  sends  each  to  the  appropriate 
insurance  company,  which  will  then 
process  them  as  usual. 

The  problem  of  computerizing 
health  claims,  Bradley  says,  was  stud- 
ied for  four  years  by  the  Health  Insur- 
ance Association  of  America  while  he 
was  associate  director  of  "research 
there.  About  half  the  country's  7,000 
hospitals  have  computers,  as  do  most 
insurance  companies.  But  because  no 
one  carrier  has  more  than  5%  of  the 
business  in  one  state,  it  was  not  feasi- 
ble for  any  company  to  collect  claims 
electronically  on  its  own.  "I  thought 
the  studies  would  go  on  forever," 
Bradley  complains,  "so  I  decided  to 
approach  a  few  companies  and  get  the 
thing  going." 

To  make  life  easier  for  the  hospi- 


membcrship  fee.  Both  hospitals  an 
insurance  companies,  Bradley  estl: 
mates,  should  save  a  minimum  of  $ 
per  claim  through  reduced  paperwork 
Right  now  he  is  focusing  on  the  couij 
try's  4,500  short-term-stay  pnvatj 
hospitals.  Some  2,600  have  signed  u 
already.  The  next  move  will  be  othq 
hospitals  and,  ultimately,  doctors'  o| 
fices  and  pharmacies. — Aaron  Bernsteii 

Purity,  for  fun 
and  profit 

If  you  bite  into  a  Big  Mac  anywhere  i| 
western  Pennsylvania,  it's  a  prett 
good  bet  that  somewhere  along  th 
line  those  hamburger  patties,  ketch 
up,  pickles  and  sesame-seed  bunl 
were  spot-tested  for  quality  and  puri 


Warne  Boyce  of  Microbac  Laboratories 

Testing  the  waters  .  .  .  and  the  hamburgers,  milk,  ketchup  and  pickles. 


Tourniquet 

Last  year  some  1.4  billion  health  in- 
surance claims  were  made  in  the  U.S. 
The  resulting  blizzard  of  paper  that 
swamps  hospitals,  insurance  compa- 
nies and,  of  course,  all  the  claimants 
is  now  the  object  of  a  serious  effort  at 
computerized  management  by  a  fledg- 
ling outfit  called  the  National  Elec- 
tronic Information  Corp.  The  NEIC, 
whose  computer  went  into  action  just 


NEIC's  Robert  Bradley' 
Addressing  some  of  the  pain. 


last  month,  was  started  two  years  ago 
by  1 1  of  the  largest  insurance  compa- 
nies, from  Aetna  Life  to  Metropolitan 
Life.  The  idea,  says  NEIC  President 
Robert  Bradley,  is  to  standardize  in- 
surance claims  and  have  hospitals 
around  the  country  send  them  elec- 
tronically to  a  central  computer  based 
in  Vienna,  Va.  The  computer  sorts  the 


tals,  the  NEIC's  standardized  form  is 
the  same  as  the  one  recently  man- 
dated for  hospitals  to  use  in  Medi- 
care by  a  new  federal  law.  In  addi- 
tion, the  1 1  insurance  companies 
that  own  the  NEIC  will  issue  stan- 
dardized identification  cards  to  poli- 
cyholders with  the  underwriter's 
telephone  number,  so  that  a  hospital 
can  verify  the  patient's  coverage 
with  a  simple  phone  call. 

With  23  health  insurers  now  tied  in 
to  his  computer,  Bradley  expects  2.5 
million  cards  to  be  issued  by  the  end 
of  January,  10  million  by  mid-1983,  50 
million  by  the  end  of  1984.  "Our  par- 
ticipating companies  represent  80% 
of  the  dollar  volume  in  the  private 
health  care  industry,"  says  Bradley. 
"We  expect,  conservatively,  to  be 
handling  46  million  claims  a  year 
within  three  or  four  years." 

Hospitals  pay  10  cents  per  claim  for 
NEIC's  service,  plus  a  yearly  $5,000 


ty  by  Warne  Boyce,  head  of  Pitts! 
burgh-based  Microbac  Laboratonesj 
Boyce,  52,  has  figured  a  way  to  take  arj 
old  anxiety,  public  concern  for  purity 
in  what  it  swallows,  and  link  it  to  the 
age  of  fast  foods.  Since  1969,  wher) 
Boyce  bought  a  dairy-products  testing 
lab  in  Pittsburgh,  he  has  never  doubti 
ed  there  was  a  future  for  food  and 
water  testers  in  fast-food  outlets  and 
supermarkets.  But  his  business  grewj 
slowly  until  he  figured  that  most  o\ 
the  private  labs  in  his  region  were 
started  in  the  Thirties,  headed  by  indiJ 
viduals  who  wanted  to  retire.  Ha 
wanted  the  labs,  they  the  money. 

Boyce,  born  in  South  Africa,  took  an| 
M.A.  in  the  economics  of  technology 
at  Oxford  University.  He  began  accuj 
mulating  labs  by  offering  owners  a\ 
one-third  down  payment,  with  thej 
balance  to  be  paid  off  in  five  to  tea 
years,  with  interest.  Typically,  formerj 
owners  work  for  him  for  two  or  three| 
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HE  CITI  OF  TOMORROW 


Where  electronic  banking  gets  money  to  you  one  moment 
so  you  can  use  it  the  next. 


The  Citi  of  Tomorrow.  Where  electronic  bank' 
ing  systems  virtually  remove  barriers  of  time  and 
distance  from  your  cash  management  procedures. 

Where  you  can  get  your  receivables  faster  so 
you  can  make  investment  decisions  faster. 

Where  you  can  transfer  and  invest  funds  any' 
where  you  want  to,  anytime  you  want  to. 

Where  you  gain  immediate  access  to  financial 
data  and  services  that  can  help  you  make  the  most 
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of  your  money.  And  where  a  direct  connection  to 
Citibank's  worldwide  network  lets  you  manage 
your  surplus  and  debt  positions  at  all  times. 

The  Citi  of  Tomorrow.  It's  where  you  get  more 
opportunities  for  your  money  to  make  more  money. 

For  details,  call  your  local  Citibank  account 
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years  after  he  buys  them  out.  Boyce 
then  stocks  the  lab  with  automated 
testing  devices,  hires  a  manager  and 
has  his  sales  force  approach  supermar- 
kets, dairies,  fast-food  operations  and 
local  waste-water  treatment  plants. 

His  network  now  numbers  12  labs 
in  four  states,  with  a  total  volume  of 
$2.25  million.  "Not  too  bad,"  he  says, 
"for  a  firm  that  had  an  initial  capital- 
ization of  $26,000.  We  now  net  7% 
after  taxes,  even  after  my  $120,000 
annual  salary."  Expansion  thus  far 
has  come  from  internal  funding,  bank 
and  state  or  local  Industrial  Develop- 
ment Authority  loans,  but  Boyce  sees 
a  real  possibility  of  franchising.  Sci- 
ence professionals,  he  thinks,  are  sure 
to  like  a  business  that  offers  status 
and  profit. — Stanley  W.  Angrist 

Simon  says 

"Anything  as  revolutionary  as  the 
computer  is  bound  to  take  a  long  time 
before  we  understand  its  implica- 
tions," says  Herbert  A.  Simon,  who 
has  thought  about  the  computer  and 
its  implications  since  the  early  Fifties 
and  who,  in  1978,  won  a  Nobel  Prize 


Nobel  laureate  I lerbert  A.  Simon 
Compress,  not  process. 

for  his  work  on  decision-making. 
"When  the  auto  was  invented,"  Si- 
mon says,  "we  thought  its  main  pur- 
pose was  to  pull  wagons.  Now,  we 
know  that  its  biggest  impact  has  been 
to  create  suburbia." 

Simon,  66,  who  is  Richard  King 
Mellon  p/ofcssor  of  computer  science 
and  psychology  at  Carnegie-Mellon 
University,  thinks  top  management 
in  the  U.S.  was  slow  to  embrace  the 
computer  and  he  thinks  he  knows 
why.  "Initially,  the  computer  brought 
more  information  to  the  desk  of  the 
executive — the  one  thing  he  didn't 
need,"  he  says.  Top  executives  are 
warming  to  them,  he  thinks,  because 
programs  are  now  available  to  filter 


and  process  information  to  conserve 
attention.  It  follows,  then,  he  says, 
that  no  new  component  should  be 
added  to  an  information  processing 
system  unless  it  is  an  information 
compressor,  designed  to  receive  more 
information  than  it  transmits.  "The 
scarce  resource  today  is  not  informa- 
tion but  the  capacity  to  process  it." 

Unlike  middle  management,  Simon 
points  out,  the  truly  top  executives 
get  their  most  important  information 
outside  the  firm — from  the  com- 
pany's customers  and  competitors, 
the  financial  world,  government  and 
society  at  large.  This  means,  Simon 
believes,  that  you  can  expect  comput- 
ers to  be  doing  more,  for  example,  to 
help  financial  managers  answer  com- 
plicated "what  if"  questions. 

However  large  its  role  becomes  in 
top  executive  decision-making,  Si- 
mon cautions,  don't  blame  the  com- 
puter for  unemployment.  "There 
aren't  many  things  that  today's 
economists  agree  upon,  but  there  is 
one  thing:  The  level  of  employment 
in  a  society  has  nothing  to  do  with 
society's  level  of  productivity,"  says 
Simon.  "You  can  have  full  employ- 
ment in  highly  productive  societies, 
full  employment  in  societies  that  are 
not  productive  at  all,  or  have  unem- 
ployment in  both." — Stanley  W.  Angrist 

Contest  winner 

A  chance  conversation  with  a  strang- 
er five  years  ago  turned  Roger  Tyndall 
into  a  millionaire.  At  the  time,  Tyn- 
dall, an  air  traffic  controller  by  profes- 
sion, had  a  little  sideline  that  was 
going  nowhere.  With  his  wife,  Caro- 
lyn, he  was  publishing  Contest  Sens- 
Letter  for  fans  of  competitions  run  by 
food  companies  and  other  mass  mar- 
keters. On  a  subscription  of  $8  a  year, 
it  had  built  a  circulation  of  only  6,500 
in  three  years — hardly  enough  to  pay 
the  bills. 

Then,  in  1977,  the  Tyndalls  were 
out  jogging  near  their  Fernandina 
Beach,  Fla.  home  when,  as  fate  would 
have  it,  they  met  Richard  Benson,  a 
top  magazine  circulation  consultant 
whose  clients  have  included  Time 
Inc.  Just  what  a  gold  mine  Contest 
could  be  even  Benson  did  not  realize 
at  the  time.  After  Benson  took  a  49% 
stake  in  the  business  and  gave  it  half 
his  time,  it  began  adding  5,000  to 
10,000  subscribers  a  month.  Now,  its 
monthly  circulation  over  600,000,  it 
has  just  passed  the  Kiplinger  Washing- 
ton Letter  as  the  biggest  circulation 
newsletter  in  the  world. 

The  Tyndalls  had  built  circulation 
mainly  by  responding  to  requests  for 
free  samples  (which  flooded  in  after 
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mentions  in  women  s  magazines) 
The  12-page  newsletter  is  full  of  ad] 
vice  on  such  questions  as  how  many 
cans  of  Shasta  will  fit  in  a  Toyota,  bul 
the  Tyndalls'  grasp  of  direct-mail  fun- 
damentals was  so  unsure  that  they 
didn't  even  bother  to  include  an  order 
form.  Just  by  adding  an  order  form 
Benson  doubled  the  conversion  rate  to 
20%  on  those  inquiries. 

Benson  also  began  dropping  round 
after  round  of  subscription  offers  in 
the  mail.  (They  now  total  7  million 
pieces  a  year.)  Where  does  he  get  his 
lists?  One  rich  vein  has  been  sweep 
stakes  run  by  mail-order  marketers.  A 
marketer  has  by  law  to  include 
those  who  do  not  buy  the  merchan 
dise  in  the  draw — provided  they  senc 
back  a  No  coupon.  Only  sweepstakes 
addicts  bother  to  send  in  Nos — anc 
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Newsletter  publisher  Roger  Tyndall 
"What  a  way  to  make  a  living.' 


their  names  are  available  from  list 
brokers. 

With  the  subscription  now  $12.95,] 
profits  should  top  $800,000  in  19831 
Tyndall,  45,  who  lost  his  job  when  the- 
air  controllers  struck  last  year,  seems! 
not  so  much  dazzled  as  bemused  byj 
his  good  fortune.  "All  I  know  is  wl 
now  have  money  in  the  money  mari 
ket  fund  and  we  keep  getting  thank-; 
you  letters  from  readers  who  hava 
won  prizes,"  he  says.  "Sometimes  I 
say  to  Carolyn,  'Gee,  what  a  way  toj 
make  a  living.'  " — Eamonn  Fingleton 
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es.  Government  regulations.  Foreign  trade 
.  All  these  government  policies  affect  the 
survival  of  your  business.  So  to  make  your 
plans,  you  need  to  know  where  government 
stand  where  government's  going.  You  need 
Business  magazine. 

ion's  Business  is  the  only  monthly  magazine 
d  to  covering  federal  actions  affecting  busi- 
give  you  a  unique,  insightful  perspective  that 
how  to  profit  from  what's  happening  to  busi- 
Washington.  Because  while  government  policy 
se  a  plant,  it  can  also  open  a  new  industry, 
ause  we  look  ahead  at  developing  trends,  we'll 
I  how  to  be  ready  for  the  decisions  before  they 
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\  in  Washington:  The  U.S.  Chamber  of  Commerce, 
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id  nowhere  else.  So  we  can  give  you  objective  report- 
>  opinions  that  keep  you  on  the  cutting  edge  of  busi- 
ivism. 

ou  want  to  stay  ahead  in  business,  subscribe  to  Nation  s 
It  will  help  you  survive. 
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As  important  an  activity  as  thinking  is 
given  surprisingly  little  attention  at  many 
corporations.  One  expert  is  getting  rich 
telling  corporate  America . . . 


How  to  think 
sideways 


By  Kevin  McManus 


F|  OR  YEARS,  CONSULTANTS  have 
been  making  comfortable  lives 
for  themselves  telling  corporate 
managers  everything  they  are  doing 
wrong,  from  hiring  and  firing  employ- 
ees to  buying  and  selling  businesses. 
Now  one  has  gone  the  ultimate.  He  is 
telling  executives  that  they  don't 
even  know  how  to  think  properly. 
And  judging  by  the  reaction  he  is  get- 
ting, a  lot  of  corporate  America  must 
think  he's  right. 

Edward  de  Bono,  a  British  author, 
teacher  and  lecturer,  has  been  build- 
ing quite  a  reputation  for  himself  with 
a  notion  he  calls  "lateral  thinking." 
At  respectable  fees,  he  has  been  deliv- 
ering his  message  to  executives  of 
Shell,  IBM,  Exxon,  Kodak,  Procter  & 
Gamble,  etc.  In  addition,  he  holds 
seminars  open  to  the  public,  at  $95 
and  up  per  head.  If  you  haven't  heard 
of  him  or  of  lateral  thinking,  perhaps 
you  have  been  too  busy  thinking  in 
conventional  ways. 

De  Bono's  basic  message  is  that 
American  managers  tend  to  think  in 
idioms  that  were  developed  in  the  Fif- 
ties and  Sixties,  when  the  economy 
was  still  growing.  Nowadays,  he  as- 
serts, those  idioms  don't  work — at 
least  not  the  way  they  used  to. 

In  his  lateral-thinking  seminars, 
one  of  which  this  writer  attended,  de 
Bono  usually  recounts  a  parable  about 
a  trio  of  worms  on  a  beach.  Mother, 
father  and  baby  worm  all  slither  up  to 
a  little  hill,  which  they  crawl  into  at 
separate  points.  Upon  emerging,  the 
baby  worm  looks  back  and  says,  "I 
only  see  two  holes." 

The  class  is  usually  at  a  loss  to 
explain  the  remark.  The  explanation: 
The  baby  worm  can't  count. 

"Whatever  you're  thinking  about, 
there  will  be  things  you'll  take  for 
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Edward  de  Bono 

Mind  games  for  the  executive. 

granted,"  says  de  Bono,  driving  home 
the  message.  An  effective  lateral 
thinker  might  not  have  assumed  the 
baby  worm  could  count. 

Lateral  thinking  (an  entry  in  the 
Oxford  English  Dictionary,  as  de  Bono  is 
quick  to  point  out)  is  the  opposite  of 
vertical  thinking.  In  vertical  thinking 
one  solves  a  problem  by  going  from 
one  logical  step  to  the  next,  moving 
toward  one  correct  solution.  The  lat- 
eral thinker  essentially  shuns  the  ex- 
pected approach  to  a  problem  by  play- 
ing games  with  the  data  he  has  to 
work  with. 

De  Bono  doesn't  lack  for  instances 
where  lateral  thinking  has  resulted  in 
commercial  application.  One  of  his 
favorites  concerns  the  fish-processing 
industry  in  England  a  few  decades  ago. 
The  old  way  of  filleting  fish  was  to 
pull  the  meat  from  the  bones,  he  says, 
until  a  worker  who  performed  the 


task  each  day  suggested  that  the  pre 
cess  could  be  reversed.  His  suggestioi 
was  tested  and  it  worked,  and  remov 
ing  the  bones  from  the  meat  becam 
the  standard  method. 

"The  old  way  wasn't  a  problem, 
says  de  Bono.  "And  there  was  no  rea 
son  to  believe  the  new  way  woul 
work.  But  it  took  only  ten  seconds  t 
think  of,  and  testing  it  was  simple." 

He  applies  this  thinking  to  moden 
businesses,  arguing  that  corporat 
leaders  should  spend  more  time  reex 
amining  methods  and  procedures  am 
ideas  that  are  already  effective.  "If  ai 
idea  goes  on  working  we  consider  it 
valid  idea  until  it  works  rather  les; 
well,"  he  says.  "Only  when  it  is  n 
very  bad  shape  do  we  question  it." 

While  conceding  that  today's  man 
ager  must  spend  most  of  his  time  con 
centrating  on  things  that  have  gom 
wrong,  de  Bono  urges  that  executive! 
systematically  reexamine  their  orga 
nizations'  soundest  procedures.  Thii 
is  where  lateral  thinking  can  be  espe 
cially  useful. 

How  do  you  think  laterally?  Scram 
ble  the  patterns  into  which  your  brail 
automatically  arranges  all  receive< 
information.  This  scrambling  can  b< 
done  in  several  ways,  all  of  which  an 
explained  and  tested  out  in  short  exer 
cises  by  seminar  participants.  Wha 
follows  the  scrambling  is  the  rear 
rangement  of  the  ideas  into  potential 
ly  useful  solutions. 

One  type  of  lateral  thinking  is  thai 
in  which  a  problem  is  posed  and  onlj 
outrageous  solutions  are  suggested 
From  one  of  these  a  principle  can 
extracted  and  used  to  solve  the  origi 
nal  problem.  For  instance,  the  prob 
lem  at  a  recent  seminar  was  to  inveni 
a  new  advertising  medium.  The  out 
rageous  solution  was  to  bring  back  the 
town  crier.  The  workable  principle 
extracted  was  that  the  town  crier  is| 
the  ultimate  advertising  medium.  He 
cannot  be  shut  off. 

Applied  to  reality,  the  principle 
yields  the  following  possibility  for  an 
ad  medium:  a  telephone  booth  in 
which  local  calls  are  made  for  free  and 
paid  for  by  an  advertiser.  Twenty  sec 
onds  into  each  call  the  speaker  at  ei 
thcr  end  hears  a  recorded  message 
that  cannot  be  shut  off. 

The  object  of  lateral  thinking  is  not 
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arrive  at  workable  solutions  to 
roblems  each  time  at  bat,  but  to  train 
e  mind  to  bring  something  extra  to 
e  raw  facts  of  a  situation  to  get  more 
ut  of  it. 

After  a  few  hours,  most  participants 
et  the  hang  of  it  and  walk  away  with 
e  ability  to  think  laterally — for 
vhatever  value  that  concept  might 
lave.  If  you're  in  the  fish-packing 
k business,  it  could  be  substantial. 


Executive  thoughts 
about  thinking 

Spurred  by  Edward  de  Bono's  insis- 
tence that  corporate  managers 
lon't  think  broadly  enough,  Forbes 
vent  to  some  top  executives  who  en- 
oy  reputations  for  being  effective 
m.  thinkers.  We  solicited  their  thoughts 
:i  m  thinking — and  how  and  when  they 
do  it. 

To  get  the  ball  rolling,  we  asked 
;ach  how  he  would  characterize  him- 
elf  if  forced  to  choose  among  four 
different  types  (described  by  de  Bono 
n  his  book  Opportunities): 
The  train  driver,  who  sees  his  role  as 
;a  faking  the  train  smoothly  along  the 
rack  on  schedule.  He  judges  his 
achievement  by  his  lack  of  errors  and 
he  smooth  running  of  the  system. 

The  doctor,  who  sees  his  role  as  iden- 
ifying  and  curing  problems.  Occa- 
sionally, he  will  invent  diseases  and 
xn  set  about  finding  their  cures, 
rfci      The  fanner,  who  sticks  to  his  own 
cer,  territory,  but  tries  to  get  maximum 
t3r  yield  out  of  it.  He  does  what  he  does 
more  intently  and  efficiently,  but 
r ,  [doesn't  cast  his  eyes  elsewhere. 
\\<  i   The  fisherman,    who   listens  and 
,  (watches  and  is  prepared  to  go  out  and 
,r  ^seek  opportunities.  He  is  ready  to  take 
!  risks,  but  expects  to  be  highly  reward- 
ed for  them.  He  develops  hunches, 
feelings  and  notions. 

In  a  sense  the  fisherman  seems  the 
most  creative  type,  and  that's  the  type 
de  Bono  thinks  managers  should  emu- 
late. Interestingly,  those  executives 
iwho  responded  to  our  query  tended  to 
jidentify  themselves  with  the  fisher- 
man if  they  identified  at  all. 


George  Ball 
CEO, 

Prudential-Bache 
Securities 

"I  did  not  really  recognize  myself  in 
any  of  the  caricatures.  I  would  like  to 
think  that  my  style  is  better  captured 


in  that  of  a  novelist.  At  least  ideally,  I 
can  create  the  plot  and  then  set  it 
forth  in  a  plausible,  compelling  fash- 
ion and  bring  it  to  a  highly  satisfac- 
tory conclusion. 

"I  set  aside  time  to  think  twice  a 
day.  First,  early  in  the  morning  when 
I  am  still  at  home  and  before  my 
family  is  up,  I  set  aside  10  to  15 
minutes  for  undisciplined,  free- 
wheeling thought — whether  it's 
about  the  state  of  the  universe  or  the 
state  of  my  fountain  pen. 

"When  I  am  headed  home  from 
work  I  try  to  have  1 5  minutes  or  so  for 
idea-gathering.  At  the  end  of  the  day 
one  is  less  fresh  and  therefore  less 
creative.  But  I  try  to  put  together  the 
ideas  I  want  to  concentrate  sublimi- 
nally  on  overnight  and  think  about 
the  next  morning. 

"John  Foster  Dulles  was  a  thinker  I 
especially  admire  because  he  was  able 
to  intcllcctualize  an  objective  and 
then  define  ways  to  achieve  it — ways 
that  emanated  from  the  practical.  He 
had  that  relatively  rare  ability  to  com- 
bine daring  with  reality. 

"I  hope  I'm  more  a  conceptualist 
than  a  problem-solver.  Life  is  much 
more  fun  if  you  can  seize  the  initia- 
tive and  be  the  protagonist  rather  than 
the  person  at  whom  spears  are  being 
thrown." 


Martin  Lipton 
Senior  partner, 
Wachtell, 
Lipton,  Rosen 
&  Katz 

"I'm  the  fisherman  type.  To  con- 
ceive and  implement  complex  finan- 
cial transactions,  it  is  essential  to 
watch  and  listen  patiently. 

"Most  of  my  successful  business 
moves — particularly  successful  de- 
fenses against  hostile  tender  offers — 
have  been  instantaneous,  instinctive 
insights  that  have  come  to  me  very 
shortly  after  absorbing  all  the  relevant 
information. 

"Not  infrequently  I'll  find  the  solu- 
tion to  a  problem  while  I'm  in  the 
shower  the  morning  after  the  problem 
arose.  Many  of  the  original  notes  of 
my  thoughts  or  first  drafts  of  agree- 
ments were  written  on  a  pad  I  keep 
handy  to  the  bathroom. 

"I  have  not  been  taught  thinking 
and  I  believe  that  it  is  not  possible  to 
teach  thinking.  In  my  opinion,  the 
ability  to  create,  innovate  and  move 
away  from  the  current  accepted  vogue 
is  inherent  and  instinctive. 


"I  gravitate  toward  the  instinctive 
thinkers  and  those  who  are  quick  to 
understand  and  accept  innovative 
ideas,  fudge  Edward  Wcinfeld  of  the 
U.S.  District  Court  in  New  York,  for 
whom  I  clerked  after  law  school,  is 
today  at  81  still  the  most  brilliant 
man  I  know. 

"My  frequent  opponent  in  takeover 
battles,  Joseph  Flom,  also  is  a  brilliant 
creative  thinker.  The  constant  effort 
to  anticipate  and  counter  his  moves 
leads  to  some  of  my  best  moves." 
(Note:  Joseph  Flom,  senior  partner  at 
the  law  firm  Skadden,  Arps,  Slate, 
Meagher  &  Flom,  declined  an  oppor- 
tunity to  talk  about  thinking.) 


Ted  Turner 
Chairman, 
Turner 
Broadcasting 
System 

"Do  I  recognize  myself  in  any  of  the 
caricatures?  No. 

"I  believe  that  the  brain  is  a  muscle, 
and  like  any  other  muscle,  the  more 
you  use  it  the  stronger  it  gets.  You 
almost  have  to  teach  yourself  to  think 
more,  rather  than  be  taught  in  a 
school.  But  schooling  certainly 
doesn't  hurt.  I  had  one  professor  in 
college  who  said  he  was  trying  to 
teach  us  to  think,  and  I  think  he  did 
make  a  little  progress  with  me. 

"Which  thinker  do  I  most  admire? 
Socrates,  because  he  was  reputed  to  be 
the  wisest  man  who  ever  lived." 


Philip  Knight 
Chairman, 
Nike  Inc. 

"In  myself  I  see  bits  and  pieces  of 
each  of  the  caricatures.  My  wife 
thinks  I'm  the  fisherman,  and  I  sup- 
pose maybe  that's  the  closest. 

"I've  never  been  organized  or  pro- 
grammed enough  to  say,  'I'm  going  to 
think  between  10  and  11  on  Thurs- 
day,' or  even  to  take  time  to  think 
every  day. 

"Frequently  I'll  do  some  thinking 
when  I  run.  I  try  to  get  in  an  hour  a 
day,  at  least  three  or  four  days  a  week. 
I  do  have  some  occasions  at  work 
when  I  say,  'I've  got  an  hour  now,  so 
I'm  going  to  put  my  feet  up  on  the 
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You've  got  the  Card  that's  welcomed 
at  hotels,  restaurants,  fine  shops,  airlines, 
and  car  rentals-around  town  as  well  as 
around  the  world.  But  there's  more  to  it 
than  that.  You've  got  the  security  of  travel- 
ing with  the  Card  that's  backed  by  all  the 
services  and  people  of  American  Express. 

Here's  a  brief  description  of  some  of 
the  special  services  currently  available  to 
our  American  Express  Cardmembers.  If  you 
have  questions  on  details  or  restrictions, 
please  don't  hesitate:  give  us  a  call. 

You've  got  no  pre-set 
spending  limit. 

Many  other  cards  have  a  pre-set  limit; 
the  American  Express®Card  doesn't.  Pur- 
chases are  approved  based  on  your  ability 
to  pay  as  demonstrated  by  your  past  spend- 
ing, your  payment  patterns,  and  your 
personal  resources.  So  you  can  take  care  of 


unexpected  emergencies  or  unexpected 
pleasures.  In  short,  if  you  can  handle  it, 
the  Card  can  handle  it. 

\bu've  got 
Assured  Reservations.® 

You've  got  a  way  to  make  certain  your 
hotel  will  hold  your  room  no  matter  how 
late  you  arrive.  And  when  you  add  Express 
Services,"you've  got  fast  hotel  check-in 


FROST 


and  check-out.  If  for  some  reason 
can't  hold  your  hotel  room  the  hot 
pay  for  a  room  in  a  comparable  hotel) 
portation,  and  a  phone  call.  If  youi 
should  change,  just  telephone  the 
before  6  p.  m.  their  time  (4  p.  m.  at  i 
ask  for  and  keep  a  cancellation  nurr 
in  case  you  are  accidentally  billed. 

You've  got  emergency 
Card  replacement. 

You've  got  a  way  to  get  a  lost  01 
Card  replaced  fast.  Usually  within 
or  by  the  end  of  the  next  business  c 
go  to  the  nearest  Travel  Service  OH 

You've  got  nearly 
1,000  Travel  Service  Offic 

American  Express  Travel  Servi 
Offices*  are  world-famous  for  helpi 
elers  and  especially  Cardmembers. 


You\e  got  the  Card! 


l;nts,  they  can  help  when  you  plan, 
I  and  ticket  your  trip- business  or 
I  Their  emergency  financial  and 
jlp  is  legendary.  In  more  than  120 
Is,  you're  never  alone. 

You've  got  24-hour 
-erican  Expressf  Travelers 
I  Cheque  Dispensers. 

fe  you  enroll,  you  can  get  $100  to 
I  Travelers  Cheques,  365  days  a  year, 
hmatic  dispensers  in  U.S.  airports, 
E  some  American  Express  Travel 
Offices  in  the  U.S.  and  Canada. 

You've  got  $75,000 
I  vel  Accident  Insurance. 

,  y  time  your  tickets  are  charged  on 
i,  you,  your  spouse,  and  depen- 
ldren  under  23  are  automatically 
It's  included  in  your  Cardmem- 


bership  at  no  extra  cost.  Underwritten  by 
Fireman's  Fund  American  Life  Insurance 
Company,  San  Rafael,  California. 

You've  got  signed  receipts. 

A  copy  of  most  of  the  receipts  you 
signed  is  enclosed  with  your  monthly  bill. 
So  you  can  double-check  your  expense 
account  or  budget.  There's  even  space  to 
record  the  purpose  of  the  expense,  which 
is  a  great  help  at  tax  time. 

You've  got  emergency 
check  cashing. 

When  you're  out  of  town  and  out  of 
cash,  you're  not  out  of  luck.  You  can  get 
funds  at  participating  hotels,  motels,  air- 
lines, car  rental  counters,  and  American 
Express  Travel  Service  Offices?  It  ranges 
from  $50  in  emergency  funds  at  many  air- 
line ticket  counters  to  as  much  as  $1,000 


($200  in  cash,  the  balance  in  American 
Express'  Travelers  Cheques)  at  Travel 
Service  Offices,  subject  of  course  to  local 
regulations  and  cash  availability. 

You've  got  customer 
service  experts. 

You've  got  human  beings  to  talk  to. 
They're  experts  on  all  of  these  services  plus 
many  we  haven't  listed  here.  They're  also 
expert  troubleshooters  if  you  have  billing 
problems  or  questions.  The  phone  number 
for  your  area  is  on  your  billing  statement. 

You've  got  to  apply. 

If  you  aren't  already  a  Cardmember, 
call  800-528-8000,  and  we'll  send  you  an 
application.  You  shouldn't  have 
to  take  on  the  world  all  by  your-  i 
self.  The  American  Express  Card. 
Don't  leave  home  without  it.® 


'Travel  Service  Offices  of  American  Express  Company,  irs  subsidiaries  and  Representatives 

©  American  Express  Company.  1982. 


Personal 
Affairs 


desk  and  figure  out  what's  going  on.' 

"You  have  to  do  a  little  of  both 
brainstorming  and  lone  problem-solv- 
ing. But  in  a  case  where  a  business  is 
just  starting  and  you  are  the  entrepre- 
neur, obviously  you  do  more  lone 
problem-solving. 

"I  could  name  millions  of  great 
thinkers,  dead  or  alive,  in  or  outside 
the  business  world.  The  world's  fore- 
most marketing  expert,  I  always  fig- 
ured, was  General  George  S.  Patton." 


John  Culligan 
Chairman, 
American  Home 
Products 

"I  believe  the  time  to  do  the  best 
thinking  is  early  in  the  day.  We  be- 
lieve in  an  early  start — usually  in  the 
office  by  7  a.m.,  before  the  tumult  of 
the  normal  business  day  begins. 

"When  ideas  appear  to  come  quick- 
ly they  really  have  reached  maturi- 
ty— in  short,  hours  of  analysis,  ques- 
tioning, evaluating  and  fact-gathering 
have  led  us  to  a  point  where  a  quick 
conclusion  can  be  made.  It's  a  lot  like 
a  successful  product  launch — a  great 
deal  of  thorough  research  and  prepara- 
tion is  essential  to  that  success. 
Sometimes  quickly,  but  never  in  a 
vacuum. 

"I  believe  most  people  can  be 
taught  to  think  more  effectively  than 
they  do.  If  someone  has  the  talent,  he 
can  be  expected  to  think  effectively 
and  to  sharpen  his  thinking  process. 
We  believe  in  disciplined  thinking, 
and  in  carefully  written  and  well- 
thought-out  recommendations  for  all 
major  decisions. 

"You  can't  always  make  perfect  de- 
cisions, but  you  must  keep  a  high 
average.  If  there  are  areas  of  doubt,  get 
more  facts.  I  avoid  being  pressured 
into  making  decisions  because  of 
time  deadlines.  Somehow,  those  who 
say  it  must  be  decided  today  are  usu- 
ally wrong. 

"One  of  my  favorite  thinkers  of  all 
time  is  Thomas  More,  because  of  his 
dedication  to  principle  and  steadfast- 
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ness  of  purpose.  In  a  business  context 
I  admire  Thomas  Edison  for  many  rea- 
sons— among  which  is  his  conviction 
that  'genius  is  1%  inspiration  and 
99%  perspiration.'  " 


Robert  O. 
Anderson 
Chairman, 
Atlantic 
Richfield  Co. 
"I  don't  see  myself  as  any  of  the 
caricatures,  though  I  might  be  some- 
where between  the  doctor  and  the 
fisherman.  I  believe  in  patience,  and 
the  fisherman  believes  in  that.  And 
you  have  to  seek  opportunities  in  the 
high-risk  oil  and  petroleum  industry. 

"I  do  not  set  aside  regular  time  to 
think,  but  I  travel  alone  a  great  deal  of 
the  time  in  my  own  private  aircraft. 
That  flying  has  provided  a  major  part 
of  the  time  that  I  can  devote  to  think- 
ing. It  is  an  isolated  environment; 
there  are  no  telephones,  and  there  is 
no  way  anyone  can  intrude  on  your 
thoughts. 

"One  of  the  major  business  deci- 
sions of  my  career  was  made  while  I 
was  fishing  a  trout  stream  on  my 
ranch  in  New  Mexico.  It  just  suddenly 
occurred  to  me,  a  solution  to  a  prob- 
lem involving  a  very  large  transaction 
we  were  interested  in  completing. 

"I  was  exposed  to  learning  the  skill 
of  thinking  at  the  University  of  Chi- 
cago in  the  Thirties  under  Robert 
Maynard  Hutchins  and  Mortimer  Ad- 
ler.  The  most  that  came  out  of  that 
was  a  recognition  that  thinking  is 
something  that  deserves  some  time 
and  attention. 

"I  think  thinking  is  a  90%  natural 
skill.  Plato  described  wisdom  as  one 
of  the  things  that  was  difficult  to  de- 
fine. If  a  person  didn't  have  it,  it  was 
one  of  the  few  things  in  the  world  he 
probably  couldn't  acquire.  And  Plato 
was  a  fairly  wise  fellow  himself.  .  .  ." 


Edward 
Hennessy  Jr. 
Chairman, 
Allied  Corp. 

"From  approximately  7:45  a.m.  to  9 
a.m.,  the  most  peaceful  period  of  my 
working  day,  is  certainly  the  most 
productive,  since  it  gets  my  thoughts 


rolling  before  a  full  schedule  of  busi 
ness  meetings  begins. 

"I  absolutely  have  had  good  busi 
ness  ideas  come  to  me  in  a  flash- 
most  often  at  2  or  3  a.m.  I  keep  a  smali 
flashlight  and  a  pad  and  pencil  by  m) 
bed  so  I  can  record  those  thoughts  and, 
see  if  they're  as  brilliant  in  the  morn-j 
ing  light  as  they  seem  to  me  in  the 
wee  hours. 

"People  can  be  taught  how  to  ana-j 
lyze  a  situation — how  to  dissect  a 
problem  and  approach  a  solution  login 
cally.  But  what  makes  answers  to 
questions  unique  and  what  makes  so-" 
lutions  to  problems  creative  is  the 
special  approach  of  the  individual 
who  is  in  control  of  the  decision-mak- 
ing. And  that  approach  is  a  function 
not  only  of  personality  and  back- 
ground but  also  of  the  individual's) 
brainpower. 

"I  use  a  kind  of  brainstorming.  I| 
spend  a  lot  of  time  bouncing  ideas  off 
others.  Going  it  alone  is  too  danger- 
ous in  such  a  complex  age,  where  each 
issue  has  so  many  sides. 

"Looking  back  in  history,  I  admire1 
Cicero  and  St.  Jerome.  As  I  became 
more  adept  at  translating  Latin  in 
high  school  and  college,  I  became 
more  and  more  impressed  with  the 
breadth  of  Cicero's  contributions  to 
modern  thought.  St.  Jerome's  turbu- 
lent career  in  the  church  made  him  a 
real  figure  of  interest  for  a  former  the- 
ology student  like  myself." 


Mortimer 
Zuckerman 
Chairman, 
Boston 
Properties 
"I  see  myself  mostly  as  a  fisher- 
man, but  it  doesn't  fully  capture 
me.  Doing  business  is  something 
like  trolling:  You  sort  of  go  back 
and  forth  until  you  see  something 
you  really  like  and  then  you  go 
after  it. 

"I  happen  to  be  a  runner  and  I  play 
squash,  and  generally  after  doing  ei- 
ther of  them  I  take  a  steam  bath.  I 
have  one  in  my  house.  I  wake  up  in 
the  morning  and  go  down  there  and 
read  the  paper.  That's  where  I  think 
about  things. 

"I  believe  someone  can  be  taught  to 
think  effectively  within  the  confines 
of  a  particular  industry.  If  he  can't 
think  well  his  skills  will  be  much  less 
transferable.  He  can  almost  learn  by 
rote  to  be  effective  within  a  particular 
industry." 
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How  much  is  that  bottle  in  the  window? 
Don t  ask.  Its  Christmas. 


Johnnie  Walker 
Black  Label  Scotch 

YEARS  *.'to%  0LD 


12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86  8  PROOF  BOTTLED  IN  SCOTLAND  IMPORTED  BY  SOMERSET  IMPORTERS,  LTD.,  N  Y  c  1982 


Wheat  farmers  in  seven  states  listen  to  me. 

I  listen  to  EE  Hutton. 

When  EFHutton  talks,  people  listen. 


The  Forbes/Wilshire  5000  Review 


Weathering  the  storm.  The  market  was  tossed  around 
over  the  last  two  weeks  but  managed  to  escape  largely 
unscathed.  One  particularly  encouraging  sign:  Although 
the  Dow  ended  the  recent  two-week  period  with  a  3.1% 
loss,  it  still  managed  to  stay  at  or  close  to  the  1000  level 
for  more  than  34  successive  trading  days.  During  the  two 
weeks,  the  NYSE  and  the  broadly  based  Wilshire  index 
performed  almost  in  step  with  the  Dow.  The  most  resis- 
tant group  of  stocks  were  those  traded  on  the  NASDAQ 
exchange.  These  issues  declined  only  1.7%. 

Smaller  firms  continue  to  show  strength.  Over  four 
weeks  the  NASDAQ  outperformed  the  other  major  index- 


es by  a  wide  margin — NASDAQ  issues  are  up  7.5%, 
whereas  the  Wilshire  is  ahead  only  2.0%  and  the  NYSE 
1.5%.  On  a  52-week  performance  basis  the  NASDAQ  is 
now  neck  and  neck  with  the  Dow.  Another  sign  of  the 
shift  in  investor  focus  away  from  big-capitalization  stocks 
is  the  present  P/E  ratios  of  the  Wilshire  and  the  Dow.  In 
the  most  recent  two  weeks  price/earnings  multiples 
slipped,  but  the  P/E  on  the  Wilshire,  10.3,  is  still  more 
than  a  point  higher  than  the  P/E  on  the  30-stock  Dow.  A 
note  of  caution:  The  fact  that  earnings  multiples  fell  at  a 
time  when  stock  prices  were  declining  indicates  that 
corporate  earnings  are  shrinking  faster  than  are  stocks. 


Close-up  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

Percent  change 

Wilshire 
5000 

Forbes 
500' 

Dow  Jones 
industrials 

NYSE 
Composite 

Arnex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

2.0 

0.7 

1.6 

1.5 

3.3 

7.5 

in  last  52  weeks 

6.7 

NA 

13.7 

7.5 

0.1 

13.7 

Stock  performance  based  on  five  key  investor  yardsticks 

Percent  change 

Volatility2 

P/E  multiple 

Dividend  yield 

Growth  profile3 

Share  price 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

10.9 

4.2 

7.9 

10.9 

3.1 

11.4 

10.9 

4.6 

4.1 

12.4 

in  last  52  weeks 

28.6 

19.3 

10.6 

40.1 

18.7 

41.3 

33.5 

21.9 

12.6 

24.3 

NA:  Not  available. 
'Based  on  sales. 

2A  stock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable. 
3A  quantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


Note:  All  data  for  periods  ending  1 1/26/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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VV  here  1  he  \etion  Is 


Taking  off  in  the  dark.  The  2.9%  two-week  decline  in 
transportation  issues  obscures  the  fact  that  several  major 
airlines  had  strong  gains  over  the  last  few  trading  sessions 
of  the  reporting  period.  With  some  improvement  in  auto 
sales  and  new  housing  starts,  meanwhile,  the  two  con- 
sumer sectors  outperformed  the  Wilshire,  but  consumer 
durables  were  the  only  group  to  show  an  actual  gain,  a 


0.4%  advance  over  the  two-week  period. 

Energy  issues  continue  to  take  a  beating,  losing  5.4% 
over  the  two  weeks  and  6.5%  over  the  month.  Although 
this  sector  gained  almost  9%  since  late  August,  it  is  still 
almost  30%  below  its  level  of  52  weeks  ago.  In  contrast, 
the  remaining  eight  sectors  show  one-year  gains  ranging  II 
from  1.5%  to  47%. 


•"•n*"  Percent  change  in  last  52  weeks  Percent  change  in  last  two  weeks 


Capital  goods 
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0 
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Energy 

+  25 

o  V 

-25 
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Technology 

+  25 

0                       ^^s.  J\ 

-25 
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Finance 
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What  The  Analysts  Think 


Sitting  on  a  fence.  In  the  last  two  weeks  the  consensus  biggest  change  in  rank,  jumping  from  sixth  to  fourth 
measurement  for'  all  nine  sectors  moved  slightly  closer  place.  Meanwhile,  energy  dropped  another  notch — an  in- 
toward  the  sell  side.  Consumer  nondurables  made  the    dication  that  the  experts  are  at  least  as  pessimistic  as  ever. 


The  experts'  consensus 

2.32 

2.40 

2.48  - 

2.56 

2.64 

2.72 

I    i    i    i    l  i 

i    i    I    l     i    l    I  1 

O   N   D   ]   V  M 

A  M   J   J    A   S  O  N 

Current 

Rank 

Rank 

Rank 

Sector 

opinion 

2  weeks  ago 

4  weeks  age 

1 

Technology 

2.42 

1 

1 

2 

Capital  goods 

2.56 

2 

2 

3 

Utilities 

2,65 

3 

3 

4 

Consumer  non-durables 

2.76 

6 

6 

5 

Energy 

2.79 

4 

4 

6 

Finance 

2.79 

5 

5 

7 

Transportation 

2.80 

7 

7 

8 

Raw  materials 

2.81 

8 

8 

9 

Consumer  durables 

2.92 

9 

9 

Opinion  ratings  arc  ranked  on  a  scale  of  1  (strong  buy)  to  5  Istrong  sell].  Data  reflect  the  rating  of  1,200  stocks,  while  the  sector  breakdowns  correspond  to  industry  groups 
views  of  200  institutional  analysts.  The  consensus  of  opinion  graph  is  the  composite     graphed  above.  All  figures  are  weighted  for  market  capitalization. 


Note:  All  data  for  periods  ending  1 1/26/82.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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We  increased  our  audience  of  Senior  Executives 
in  European  companies  with  250-plus  employees 
by  50%  over  1980. 


B 


MSINESS 


WEEKINTE 


BNATIONAL 


Our  audience  is  distributed 
throughout  Europe  — 
not  concentrated  in  one  country. 
And 

We  have  the  lowest  cost-per-reader— 
Both  black/white  and  4-color. 


1982  EUROPEAN  BUSINESSMAN  READERSHIP  SURVEY 

COST  PER  READER 


INCREASE 
'82  OVER '80 

82  AUDIENCE 
TOTAL      EX.  U.K. 

BLACK/WHITE 
TOTAL     EX.  U.K. 

4-COLOR 
TOTAL  EX.  U.K 

BUSINESS  WEEK  INTERNATIONAL 
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Statistical  Spotlight 


April  showers  bring  May  flowers  and  the 
IRS.  But  first  comes  December  tax-selling, 
which  sometimes  brings  stock  bargains. 

Winter 
solstice 


By  Steve  Kichen 

T|hose  investors  who  stuck 
with  the  market  over  the  last 
couple  of  years  are  likely  to  gaze 
back  upon  1982  with  fond  memories. 
At  this  point  the  Wilshire  index  is  up 
11.6%  since  the  start  of  the  year,  the 
Dow,  ahead  18%,  and  the  Forbes  500 
(sales)  companies,  up  approximately 
14%.  Unfortunately,  those  that  prof- 
ited handsomely  have  a  partner — the 
taxman — who  will  want  a  cut  of  the 
action. 

Capital  gains  can  be  reduced  with 
offsetting  capital  losses,  but  relatively 
few  stocks  are  down  this  year  and 
hence  candidates  for  tax-loss  selling. 


Those  securities  that  are,  therefore, 
are  also  likely  to  be  sold  all  the  harder 
in  December.  On  the  other  hand, 
some  of  those  losers  could  rebound 
sharply  in  January,  after  the  selling 
pressure  is  off. 

Forbes  called  upon  the  computers 
at  Wilshire  Associates  of  Santa 
Monica,  Calif,  to  isolate  NYSE  and 
NASDAQ  issues  that  had  lost  sig- 
nificant ground  in  1982  but  whose 
present  position  held  out  hope  for  a 
recovery.  We  required  companies  to 
have  latest  12-month  earnings  of  at 
least  50  cents  and  a  price/earnings 
multiple  at  or  below  the  recent  mul- 
tiple on  the  Wilshire,  10.6.  In  addi- 
tion, we  eliminated  stocks  selling  for 


less  than  $5  a  share  because  of  the 
inherent  volatility  of  such  issues. 

It's  no  surprise  that  energy  issues 
dominate  the  list — they  have  been 
market  pariahs  since  fall  1980.  The 
energy  sector  of  our  Wilshire  report 
(see  p.  160)  is  off  almost  30%  over  the 
last  52  weeks.  Nevertheless,  it  is  still 
surprising  how  far  individual  energy 
issues  have  fallen.  Take  Global  Ma- 
rine, recently  priced  at  9%.  Over  the 
last  52  weeks  this  issue  had  a  peak  of 
25 lA,  and  it  sold  as  high  as  3  6 'A  earlier 
in  1 98 1 .  Kenai,  Unit  Drilling  &  Explo- 
ration, Barton  Valve,  Dawson  Geo- 
physical, Sage  Drilling  and  Service 
Fracturing  present  similar  pictures: 
All  show  at  least  59%  declines  from 
their  52-week  highs. 

Many  of  these  issues  are  now  sell- 
ing at  seemingly  depressed  levels  rela- 
tive to  depressed  earnings  and  to  yield 
and  book  value.  If  you  consider  that, 
as  investors  liquidate  their  positions, 
these  losers  could  drop  a  few  more 
percentage  points  between  now  and 
Dec.  31,  a  number  of  these  lagging 
issues  could  become  downright 
tempting. 

One  of  the  choicest  of  the  losers 
appears  to  be  McDermott.  It  is  selling 
at  a  20%  discount  from  book  value, 
less  than  4  times  earnings,  and  yields 
9.9% .  And  it  has  a  debt-to-equity  ratio 
of  34%.  Watch  the  debt  loads  on  some 
of  these  companies.  Many  of  the 
smaller  oil-related  firms,  in  particu- 
lar, took  on  higher  levels  of  debt  in 
1982  to  increase  capacity,  which  is 


NYSE  stocks  to  beat  the  taxman  with 


In  this  rally,  oil  stocks  are  about  the  only  issues  that  potential  candidates  for  tax-loss  selling  is  thickly 
have  failed  to  catch  fire.  Thus,  the  following  table  of    populated  with  energy  shares. 


Book 

Recent  52-week  — Latest  12-month —  Debt/  Return  on  value/ 

Company  price  price  range  EPS  P/E  Yield  equity  equity  share 


AMF  17%  28'/2-12'/4  $3.05  5.9  7.6%            34%            9.0%  $20.94 

Apache  Corp  11%  21%-  7%  1.20  9.3  2.2  124  13.4  8.62 

Baker  Intl  22%  42  -17%  4.10  5.5  4.0               5  2  23.8  1  4.13 

Cameron  Iron  Works  20  50>/2-16  4.56  4.4  2.0               44  21.7  16.67 

Celeron  20%  40   -14  3.91  5.2  3.0  .  29  39.8  12.51 


Cleveland-Cliffs  Iron  18%  32%-16  1.81  10.1  9.9  24  12.2  30.11 

Continental  Illinois  21%  37%-15%  2.92  7.5  9.1  69  14.9  43.21 

Cooper  Inds  247/8  55%-19%  5.32  4.7  6.1  21  24.0  24.70 

Daniel  Inds  lO'/z  23%-  8%  1.66  6.3  1.7  24  17.4  9.86 

Dresser  Inds  19%  37%-12%  3.19  6.2  4.0  15  16.5  24.51 


NA  Not  available  Sources  Wilsl)ire  Associates;  Forbes 
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THE 

MACNEIM.EHRER 
REPORT/ 


Robert  MacNeil  and  Jim 
Lehrer  don't  condense  the 
news  into  a  series  of  brief  reports. They  examine 
one  story  a  night— presenting  a  timely,  probing, 
authoritative  report  that  both  explores  and 
informs. 

AT&T  and  your  local  Bell  System  company 
are  proud  to  help  underwrite  this  incomparable 
news  program. 

If  you  want  a  better  understanding  of  what's 
going  on  in  the  world  around  you,  watch  The 
MacNeil-Lehrer  Report  tonight  on  PBS.  Check 
your  local  listings  for  time  and  channel. 


(S)  Bell  System 


Statistical  Spotlight 


now  lying  idle. 

The  debt-to-equity  ratios  for  most 
of  the  companies  in  the  accompany- 
ing tables  have  been  updated  to  reflect 
latest  quarterly  reports.  Several  oil  or 
oil-related  firms  such  as  Dyco  Petro- 
leum and  Inexco  Oil  have  ratios  in 
excess  of  125%.  Oxoco  tops  the  list, 
with  a  debt-to-equity  ratio  of  397%. 


Another  highly  leveraged  company 
is  U.S.  Steel.  It  closed  its  1981  books 
with  $2.3  billion  in  long-term  debt 
and  with  debt  only  35%  of  equity. 
After  the  Marathon  merger,  long-term 
jumped  to  a  whopping  $7.5  billion, 
and  debt  is  now  1 18%  of  equity. 

Although  our  tables  are  dominated 
by  pure  energy  plays,  there  are  a  few 
notable  exceptions.  AMF  is  hurting 
from  decreased  sales  and  a  corporate 
restructuring.  In  addition,  energy  ser- 


vices and  products  contributed  moj 
than  a  third  of  the  company's  profi 
in  1981.  Continental  Illinois  is  no1 
carrying  more  than  $2  billion  in  not 
performing  assets  on  its  books. 

SPS  Technologies  is  suffering  froi 
depressed  markets  for  its  fastened 
used  in  aerospace,  automotive,  m; 
chine  tool  and  farm  equipment  tool 
Other  nonenergy  firms  that  made  oi 
tables  of  tax-selling  candidates  ir 
elude:  Quanex  (special  steel  tubing 
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Book 


Recent 

52-week 

— Latest  12-month — 

Debt/ 

Return  on 

value/ 

Company 

price 

price  range 

EPS 

P/E 

Yield 

equity 

equity 

share 

Dyco  Petroleum 

14'/2 

27  -11% 

$2.23 

6.5 

1.7% 

160% 

32.9% 

$  6.12 

Enterra 

21 

54%-20 

5.90 

3.6 

4.0 

53 

32.1 

17.97 

Equitable  Gas 

24 

4074-18% 

4.67 

5.1 

6.3 

66 

19.8 

25.22 

First  Mississippi 

97s 

1678-  6 

1.03 

9.6 

2.4 

40 

21.5 

6.42  : 

Galveston  Houston 

18% 

36%-14% 

3.22 

5.7 

2.8 

102 

23.4 

17.05 

Gearhart  Inds 

13 

28%- 10% 

1.53 

8.5 

2.8 

57 

17.7 

12.82 

Geo  Intl 

u% 

39  -  7% 

3.37 

3.5 

2.0 

52 

35.0 

11.92 

Global  Marine 

97s 

25%-  7% 

2.96 

3.3 

2.4 

135 

20.3 

12.84 

Halliburton 

30% 

60%-21 

5.55 

5.5 

5.2 

23 

21.3 

26.87 

Helmerich  &  Payne 

18% 

39%-13% 

3.28 

5.5 

1.8 

32 

24.5 

11.98 

Hughes  Tool 

18% 

44%-14% 

3.73 

4.9 

4.6 

52 

22.2 

20.88 

Inexco  Oil 

8% 

25%-  6% 

1.01 

8.8 

1.6 

144 

13.6 

9.67 

Kenai 

6 

19%-  4% 

1.93 

3.1 

1.7 

137 

14.1 

11.92 

LTV 

11% 

18%-  8% 

4.26 

2.6 

4.5 

105 

30.0 

26.79 

McDermott 

18% 

4178-14% 

5.01 

3.6 

9.9 

34 

16.5 

22.71 

Moore  McCormack  Res 

19% 

31%-11% 

2.81 

7.0 

5.3 

148 

15.0 

40.06 

Moran  Energy 

12 

22%^  7% 

1.47 

8.2 

1.0 

95 

17.5 

10.93 

Napco Inds 

9% 

17%-  7% 

0.94 

9.8 

2.6 

53 

13.2 

6.52 

NL  Inds 

17 

45%-14% 

5.25 

3.2 

5.9 

59 

26.8 

17.52 

Northwest  Inds 

38% 

80%-32% 

11.47 

3.4 

11.4 

77 

40.7 

40.94 

Oak  Industries 

14% 

32%-  9 

2.14 

6.7 

1.7 

89 

11.6 

18.45 

Parker  Drilling 

9% 

23  -  7% 

2.65 

3.6 

1.7 

87 

25.4 

10.78 

Pioneer  Corp 

20% 

31%-12 

2.67 

7.6 

4.9 

93 

29.4 

10.06 

Pittston 

14 

29%- 117s 

1.95 

7.2 

4.3 

43 

6.4 

17.67 

Quanex 

7% 

26-6 

1.17 

6.3 

8.1 

109 

24.3 

12.19 

Raymond  Intl 

13% 

22%- 

-  9% 

2.36 

5.8 

7.3 

40 

10.8 

24.39 

Reading  &  Bates 

13% 

28  - 

-10 

3.22 

4.1 

6.0 

95 

24.1 

13.07 

Rowan  Cos 

9% 

17%- 

-  7 

2.76 

3.4 

0.8 

22 

27.2 

8.23 

Smith  Intl 

247s 

49  - 

-18 

5.13 

4.8 

3.9 

24 

21.7 

27.10 

SPS  Technologies 

13% 

25%- 

-107m 

2.63 

5.1 

5.3 

19 

18.4 

25.33 

Sun  Co 

30% 

48%- 

-2674 

4.87 

6.3 

7.5 

43 

21.8 

40.88 

Tidewater 

21% 

44  - 

-15% 

4.10 

5.2 

4.2 

62 

25.7 

17.94 

Transco  Energy 

27% 

47%- 

-24 

5.97 

4.6 

6.6 

165 

21.5 

27.64 

Tricentrol  Pic 

57s 

10%- 

-  5% 

0.82 

7.2 

6.1 

23 

14.7 

5.04 

Trico  Inds 

8% 

16%- 

-  5% 

1.14 

7.7 

1.8 

•  39 

22.3 

6.37 

Unit  Drilling  &  Explor 

678 

25  - 

-  4% 

2.22 

3.1 

72 

30.5 

8.05 

US  Steel 

197s 

32%- 

-16 

4.10 

4.8 

5.0 

369 

17.2 

70.17 

Varco  Intl 

57s 

19%- 

-  47* 

1.01 

5.8 

2.0 

103 

31.3 

6.53 

Western  Co  of  No  Amer 

8% 

26%- 

-  7% 

1.87 

4.6 

2.8 

183 

29.0 

7.82 

Zapata 

16% 

35%- 

-11% 

4.24 

3.8 

4.4 

123 

20.9 

18.30 

\'A;  Not  available.  Sources  Wilshire  Associates:  Fokiifs 
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Risk.^bu  must  size  up  each  situation  precisely. 

No  matter  what  kind  of  risks  your  business  faces,  Corroon  &  Black  can 
help  you  afford  them.  We've  developed  some  very  sophisticated  techniques 
that  forecast  future  losses  and  quantify  appropriate  risk  retention  levels.  This 
enables  us  to  give  better  advice  on  the  best  way  to  finance  your  risks. 

It's  the  kind  of  expertise  you'd  expect  from  one  of  the  top  business 
insurance  brokers  in  the  world.  So,  contact  us.  We'll  show  you  there  are  ways 
to  face  risks  without  taking  too  much  of  a  chance. 

CORROON  &  BLACK 

Putting  insurance  risks  into  perspective. 

Wall  Street  Plaza,  New  York.  N.Y.  10005  •  212-363-4100 
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Statistical  Spotlight 


Ambassador  Group  (insurance),  Cross 
&  Trecker  (automated  machinery), 
C3  (computer  systems)  and  Docutel/ 
Olivetti  (office  equipment). 

There  is  nothing  to  keep  the  losers 
of  1982  from  losing  more  in  1983.  In 
fact,  in  a  recent  analysis  of  analyst 


buy-sell  opinions  by  Wilshire  Asso- 
ciates (slv  />.  160),  institutional  ana- 
lysts are  more  bearish  on  energy 
stocks  now  than  they  were  just  two 
weeks  ago.  Maybe  it  will  take  another 
year  or  two  for  energy  supply  and  de- 
mand to  reach  a  more  profitable  equi- 
librium. But  when  the  market  cor- 
rects itself  on  energy  issues,  it  is  like- 
ly to  overact  on  the  upside — just  as  it 


did  on  the  downside. 

In  the  meantime,  a  number  of  t 
stocks  in  these  two  tables  are  pric 
at  bargain-basement  levels  and  cou 
at  least,  start  out  1983  on  a  mc| 
positive  note,  as  new  investors  a 
attracted  to  their  relative  cheapne 
and  those  who  sought  tax  shelters 
1982  plow  their  profits  back  into  t 
market.  ■ 


NASDAQ  issues  for  beating  the  taxman 


These  issues  have  declined  by  28%  or  more  since  the 
start  of  1982,  and  they  could  still  lose  a  bit  more 


ground  in  end-of-year  tax-selling.  Sometimes  such 
bargain-priced  shares  rebound  early  in  the  next  year. 


Return 

Book 

Recent 

52-week 

— Latest  12 

month- 

Debt/ 

on 

value/ 

Company 

price 

price  range 

EPS 

P/E 

Yield 

equity 

equity 

share 

Ambassador  Group 

7 'A 

18%-  7 

$1.48 

4.9 

3.9% 

nil 

21.2% 

$  8.03 

Amtec  Inds* 

9  -  5Vi 

0.80 

6.9 

— 

29% 

37.5 

2.67 

Aztec  Manufacturing 

PA 

19'/4-  6V4 

1.80 

4.7 

4.7 

3 

44.9 

5.40 

Barton  Valve 

7  1  / 

(71 

in          A  V 

oU    —  4/4 

1 

1 .50 

A  7 
4.  / 

1  (\ 

OA  C 

A   C  1 

Bralorne  Res  Ltd 

5% 

11%-  3% 

0.97 

5.4 

2.3 

130 

35.2 

1.77 

Cross  &  Trecker 

18V8 

29l/s-12% 

3.13 

5.8 

4.4 

7 

21.9 

15.17 

C3  Inc 

9Va 

233/4-  7 

1.02 

9.1 

— 

3 

24.1 

4.66 

Dawson  Geophysical 

6 

16  -  4'/« 

0.98 

6.1 

9 

22.1 

4.67 

Dickey-john 

CIV 

y  /4 

171/       Q 1/ 
1  /  V4—   O  V2 

U.vr> 

1  n  1 

Z.5 

0 

Q  1 
O.  1 

n  ti  1 
12.21  1 

Docutel/Olivetti 

16% 

31V4-16 

1.75 

9.3 

35 

-12.1 

12.85 

Econo-Therm  Energy  Sys 

6 

11  lA-  5% 

0.84 

7.1 

— 

187 

4.4 

0.73 

First  Coml  Bancorp 

6Vi 

9Vi-  6V2 

0.62 

10.5 

— 

0 

6.8 

10.66 

Fremont  General 

10  Vs 

18  -  5Va 

1.17 

8.7 

4.7 

44 

19.2 

11.94 

General  Binding 

9  74 

151/  01/ 

1   T  1 

1 .21 

7  s 
f.O 

T  A 

24 

1  1  A 

1 1 .4 

1  ~>  1  n 

Hadson  Petroleum 

51/4 

19%-  5 

1.32 

4.0 

59 

26.5 

2.98 

Hamilton  Bros  Petrol 

9'/4 

241/2-  8% 

0.87 

10.6 

1.1 

47 

10.3 

12.05 

Harper  Group 

25 

35  -21 

2.58 

9.7 

1.1 

0 

27.4 

9.65 

Impell 

27% 

42  -14'/> 

2.83 

9.8 

1.4 

1 

33.6 

7.63 

Integrity  Finl  Group 

71/ 
IV4 

111/       c  1  / 

1 1  Y4—    5  V4  • 

1  11 
1 .66 

5.5 

A  A 

4.4 

M  A 
IN  A 

25.5 

c  nn 

b.yy 

Intl  Shipholding 

51/4 

8%-  41/4 

0.78 

6.7 

256 

NM 

12.41 

Manitowoc 

18% 

27'/2-14'/2 

2.95 

6.4 

4.3 

0 

19.4 

14.58 

McCormick  Oil  &  Gas 

7% 

23%-  6 

1.12 

6.9 

— 

106 

46.7 

3.92 

McFarland  Energy 

85/s 

13%-  6'/k 

0.88 

9.8 

— 

0 

20.1 

4.97 

Mechanical  Technology 

5 

8V2-  4 

0.60 

8.3 

27 

18. 1 

7.09 

Nicklos  Oil  &  Gas 

5Vb 

22l/4-  4 

0.88 

5.8 

34 

15.0 

10.66 

 1 

Oceaneering  Intl 

12% 

22%-ll'/4 

1.48 

8.6 

nil 

24.5 

5.40 

Offshore  Logistics 

im 

20  Vi-  9Vi 

3.07 

3.8 

4.1 

165 

10.5 

19.71 

Optimum  Holding 

7 

ii%-  6% 

1.26 

5.6 

0 

15.7 

8.63 

Oregon  Metallurgical 

11 

24-8 

1.24 

8.9 

ml 

50.4 

5.23 

Oxoco 

7 

17/4-  5% 

1.13 

6.2 

397 

24.0 

3.37 

Pacific  Resources 

10  % 

15%-  8V2 

1.70 

6.0 

5.5 

187 

20.3 

7.94 

Petroleum  Equip  Tools 

8l/s 

33%-  6% 

2.77 

2.9 

40 

30.0 

9.91 

Sage  Drilling 

5lA 

13  V2-  4'/4 

1.70 

3.2 

9 

16.9 

7.30 

Service  Fracturing 

5 

20'A-  3'/2 

1.07 

4.7 

42 

20.6 

6.39 

Stewart  &  Stevenson  Svs 

127/s 

21'/4-10'/4 

3.20 

4.0 

3.1 

47 

16.8 

19.82 

Tidelands  Royalty  Trust 

10  V2 

24  -lOVi 

1.12 

9.3 

10.5 

0 

NM 

NM 

Tucker  Drilling 

SVa 

18  -  7Vk 

2.03 

4.4 

11 

31.0 

8.15 

US  Mut  REIT 

5'/4 

8%-  5% 

0.89 

5.9 

11.4 

263 

NA 

8.57 

Westmoreland  Coal 

15'/4 

25  -14 

2.79 

5.5 

29 

NM 

23.97 

Wiser  Oil 

15% 

39  -13'A 

1.44 

10.6 

5.8 

0 

17.8 

3.10 

"Name  recently  changed  to  Nature's  Suns 

line  Products 

NA:  Not  available 

nm  Not  meaningful  ml 

negligible. 

Sources. 

Wilshire  Associates:  Fokbbs 

166 


FORBES,  DECEMBER  20,  1982 


Pound  Pak  makes  you 
look  good  for  less. 


They  say  the  price  Jonesy  pays 
for  success  is  only  $9.35'.' 


Express  Mail  Next  Day  Service®  from  the 
Post  Office  has  a  flat  rate  that  lets  you  send 
up  to  2  pounds  delivered  overnight,  anywhere 
we  go,  for  only  $9.35.  It's  called  the  2-Pound 
Pak,  and  it'll  make  you  look  good  for  less. 

Here's  why: 
Economy:  It  costs  about  half  as  much  as  the 
$20.00  some  charge  to  send  2  pounds. 
Reliability:  We  now  deliver  over  70,000  over- 
night packages  and  letters  on  time,  every  day. 
Convenience:  In  major  cities  you'll  find  spe- 
cial Collection  Boxes.  Or  give  your  pack- 
age to  the  letter  carrier  who  comes  to  your 
building,  or  find  us  in  over  3,000  Post 
Offices  in  1,200  cities. 
Use  the  Express  Mail  2-Pound  Pak  for  all  your 
overnight  deliveries.  The  price  you  pay  for 
success  will  be  less. 


Express  Mail 
Next  Day  Service. ,— 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus  and  the  related  Prospectus  Supplement. 


NEW  ISSUE 


November  24, 1982 


$150,000,000 

Aluminum  Company  of  America 

\2%%  Sinking  Fund  Debentures  Due  December  1,  2012 


f 

0 

oi 


Price  99.25% 

plus  accrued  interest,  if  any,  from  December  1,  1982 


Copies  of  the  Prospectus  and  the  related  Prospectus  Supplement  may  be 
obtained  in  any  State  in  which  this  announcement  is  circulated  only  from 
such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Goldman,  Sachs  &  Co. 
Morgan  Stanley  &  Co. 

Incorporated 

Bear,  Stearns  &  Co. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Blyth  Eastman  Paine  Webber 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 


Salomon  Brothers  Inc 
Dillon,  Read  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 


Kidder,  Peabody  &  Co.       Lazard  Freres  &  Co. 

Incorporated 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 


Prudential-Bache 

Securities 


L.  F.  Rothschild,  Unterberg,  Towbin   Shearson/American  Express  Inc.    Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Warburg  Paribas  Becker 

A.  G.  Becker 


Wertheim  &  Co.,  Inc. 


Dean  Witter  Reynolds  Inc. 


r 


* 


Listen 

Mernl 

Inc.: 

cesstu 

who  h 

surro 


stock 


ist  in 

buy  i 
even 


cire 


fORBI 

L 


Capital  Markets 


MONEY  &  INVESTMENTS 


If  you  think  the  economy  is  about  to 
recover,  judiciously  selected  junk  bonds 
could  be  the  best  buy. 

BARGAIN 
HUNTING 


By  Ben  Weberman 


Listen  to  Arthur  Zeikel,  president  of 
|  Merrill  Lynch  Asset  Management, 
Inc.:  "Investors  who  were  very  suc- 
cessful through  the  1 930s  were  those 
who  had  the  capability  of  selecting 
survivors.  Hence,  Phoenix  looks  for 
companies  whose  securities  are  ris- 
ling  from  the  ashes."  Merrill  Lynch 
|i  Phoenix  Fund,  Inc.  is  Merrill's  new 
11  fund  for  trying  to  pick  survivors. 
|  With  a  starting  pool  of  $92  million, 
|i  Phoenix  will  invest  in  financially 
||  troubled  companies— a  mixture  of 
|{  stocks  and  bonds.  The  assumption  is 
that  a  troubled  period  like  the  present 
will  yield  many  opportunities  simi- 
larto  those  of  the  1930s.  Orsimilarto 
the  much  more  recent  Penn  Central 
bankruptcy,  where  bonds  that  had 
sold  as  low  as  4  cents  on  a  dollar  were 
traded  for  securities  with  a  current 
value  of  $1.40.  Jeffrey  Hill,  a  special- 
ist in  so-called  junk  bonds  at  Pruden- 
tial-Bache,  points  out  that  you  can't 
buy  this  type  of  security  blindly — or 
even  the  less  risky  high-income 
bonds  he  sells  retail.  It  is  necessary  to 
make  a  judgment  about  the  financial 
future  of  the  company  and  its  securi- 
ties and  to  ascertain  that  the  return  is 
commensurate  with  the  risk. 

Among  the  issues  on  the  Pru- 
Bache  list,  Hill  mentions  Beverly 
Enterprises,  which  operates  health 
care  facilities.  It  has  shown  rapid 
expansion  in  nursing  home  activi- 
fiett  Weberman  is  economics  editor  of 
Forbes  magazine 


ties  and  in  profits.  Another  plus, 
says  Hill,  is  that  the  Hospital  Corp. 
of  America  owns  18%  of  the  equity. 
Yet  its  bonds  yield  better  than  14% 
in  a  market  where  U.S.  Treasuries 
yield  only  about  10.5%.  Twentieth 
Century-Fox  subordinated  13 'As  of 
2000  are  also  high  on  his  list  of  low- 
rated  bonds.  Because  Marvin  Davis 
has  purchased  Fox,  the  company 
has  "gone  private"  and  it  no  longer 
sends  out  quarterly  and  annual 
earnings  data.  That  means  the  debt 
holders  will  have  more  difficulty 
getting  guides  to  financial  data 
available  in  Regulation  10K  reports. 
The  debt  is  backed  by  a  valuable 
film  library  and  by  Los  Angeles  real 
estate.  Yet  the  bonds  yield  close  to 
15%  (see  table). 

The  oil  and  gas  industry  includes 
many  financially  troubled  compa- 
nies. A  number  of  the  country's 
largest  banks  can  testify  to  that. 
These  banks  became  strained  after 
making  loans  to  some  oil  and  gas 
companies,  both  directly  and 
through  Penn  Square  Bank,  Oklaho- 
ma City.  Talton  Embry,  managing 
director  of  Dreman,  Gray  &  Embry, 
likes  the  bonds  of  Charter  Co.  The 
company  is  in  refining,  crude-oil 
trading  and  marketing.  It  is  also 
building  a  financial  service  business 
through  ownership  of  an  insurance 
business  and  a  savings  and  loan  as- 
sociation, while  selling  off  miscella- 
neous businesses. 

Consolidated  Oil  &.  Gas  1 1  Vis  of 
1993  is  Embry's  "most  interesting" 
energy  selection.  Its  principal  busi- 
ness is  oil  and  gas,  but  the  company 
is  developing  real  estate  in  Hawaii. 

Other  than  the  hard-hit  energy 
companies,  the  Dreman,  Gray  &. 
Embry  lists  include  credit  compa- 
nies such  as  Chrysler  Financial, 
whose  assets  and  liabilities  are  le- 
gally separate  from  the  parent  auto- 
maker. It  has  its  own  business, 


resources  and  credit  lines  and  a  sep- 
arate management.  Chrysler  Finan- 
cial senior  debt  still  sells  to  yield 
about  17%.  Buy  only  the  senior 
debt,  because  the  subordinated  de- 
bentures are  entitled  to  payment 
only  after  the  senior  securities  have 
been  paid  off. 

Itel  is  close  to  coming  out  of  bank- 
ruptcy and  its  lOVis  of  1998  will  be 
worth  about  75  cents  on  the  dollar, 
according  to  Embry.  The  debt  trades 
close  to  62  and  was  as  low  as  24  in 
1981,  revealing  the  validity  of  the 
thesis  that  bonds  have  their  greatest 
potential  while  in  default — provided 
the  company  is  sound. 

As  I  said:  You  don't  have  to  go 
back  to  the  Depression  to  see  the 
money  that  can  be  made  in  this 
kind  of  issue.  In  March,  when  I 
wrote  about  junk  bonds,  the  list  in- 


Junk  or  jewels? 

Price 

Yield 
Current  to 
yield  maturity 

Beverly  Enterprises 
15.6s  of  2002 

105 

14.29%  14.23% 

20th  Century-Fox 
13V4S  of  2000 

897/s 

14.74  14.88 

Charter  Co 
14%s  of  2002 

90 

16.39  16.46 

Consol  Oil  &  Gas 
11  Vis  of  1993 

71 

16.20  17.54 

Chrysler  Finl 
9s  of  1986 

76 

11.84  17.61 

Itel 

IOV2S  of  1998 

62 

'In  Chapter  11  reorganization — not  paying 
interest. 

eluded  Cordis  12 'As  of  1999,  selling 
at  52.  Recently  they  traded  at  86. 
Filmways  lis  of  1998  looked  good 
because  Orion  Pictures  was  acquir- 
ing it.  The  Filmways — since  re- 
named Orion — were  around  45,  and 
recently,  71.  But  don't  forget  the 
risks:  On  my  last  list  was  Nucorp 
Energy,  which  has  since  filed  for 
reorganization  under  Chapter  1 1  of 
the  Bankruptcy  Act.  Its  bonds,  sell- 
ing in  April  at  52,  trade  at  half  that 
level  today. 

The  moral  is:  Diversify.  If  you 
don't  have  enough  money  for  diver- 
sification and  lack  the  time  or  will 
for  the  necessary  analysis,  go  for  one 
of  the  funds  specializing  in  them. 
There  is  the  Merrill  Phoenix  Fund, 
as  well  as  Fidelity  High  Income, 
Mutual  Shares  Corp.  or  Putnam 
High  Yield  Trust.  ■ 
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Streetwalker 


iCon 


Bullish  on 
Santa  Claus 

W'  hen  Morgan  Stanley's  Walter 
Loeb  says  something,  the  invest- 
ment pros  listen  carefully.  Right  now 
the  respected  retailing  analyst  is  bull- 
ish on  many  stocks  in  his  industry. 
He  is  not  alone.  Kidder,  Peabody's 
Daniel  Barry  has  a  similar  cheerful 
refrain.  But  how  can  anyone  be  bull- 
ish on  retail  stocks  when  the  latest 
figures  show  over  1 1.5  million  jobless 
and  the  news  is  full  of  how  scared 
consumers  are? 

Well,  listen  to  Walter  Loeb:  "On 
average,  your  general  merchandise  re- 
tailers will  show  earnings  gains  of 
around  1 1  %  this  fiscal  year.  Many 
specialty  retailers  will  report  up 
20%."  And  Dan  Barry:  "Earnings  at 
Christmas  are  going  to  be  surprisingly 
good,  and  next  year's  earnings  will  be 
even  better."  Loeb  looks  for  retailing 
profits  to  rise  even  faster  than  indus- 
trial profits. 

Now  you  know  why  the  retailing 
stocks  have  been  strong  lately.  Macy 
has  more  than  doubled  this  year  and  is 
now  at  60.  As  recently  as  1980  you 
could  have  picked  up  Macy  for  around 
15.  Wal-Mart  and  Dayton-Hudson 
have  doubled  this  year.  Even  Sears, 
Roebuck,  much  too  big  to  turn  on  a 
dime,  is  up  nearly  100%.  As  a  group, 
retailers  now  command  a  current 
price/earnings  ratio  of  about  12,  more 
than  a  1 -point  premium  over  the  gen- 
eral market. 

What's  the  pitch?  Walter  Loeb  sees 
a  longer  secular  trend  turning  in  re- 
tailers' favor.  For  one  thing,  the  era  of 
slapdash  expansion  is  over,  meaning  a 
reduction  in  store-opening  costs. 
Equally  important,  the  industry  is 
learning  that  stores  cannot  be  all 
things  to  all  people.  They  are  tending 
to  concentrate  on  lines  that  they  han- 
dle at  a  profit.  Loeb:  "General  retailers 
are  learning  to  leave  lines  like  sport- 
ing goods,  cameras,  toys  and  furniture 
to  specialty  chains."  It's  not  a  mass 
exodus  but  a  selective  one.  Macy  will 
not  sell  furniture  in  its  soon-to-open 
store  in  Fresno,  Calif,  but  is  keeping 
furniture  in  San  Francisco.  By  the 
same  token,  K  mart  will  sell  major 
appliances  only  in  some  stores,  leav- 
ing that  field  largely  to  Sears,  which  is 
strong  in  it. 

Against  this  background  of  running 
tighter,  leaner  shops,  the  analysts 
think  the  overall  economic  environ- 
ment is  slowly  turning.  They  see  no 
boom  this  Christmas  but  higher  prof- 
its because  of  a  tight  control  on  costs 


(including  labor)  combined  with  low- 
er interest  rates,  which  make  it  easier 
to  carry  adequate  inventories.  Look- 
ing into  next  year  they  see  a  10%  to 
12%  increase  in  consumer  spending — 
and  that  kind  of  pickup  packs  a  lot  of 
profit  power  in  an  industry  that  is  as 
highly  leveraged  as  retailing  is  with 
fixed  costs. 

Streetwalker  asked  Loeb  and  Barry 
to  get  down  to  the  bottom  line:  Which 
specific  stocks  do  they  like?  Loeb 
picks  The  Home  Depot  and  Payless 
Cashways  (both  in  do-it-yourself  re- 
modeling), Melville,  Gap  Stores  and 
May  Department  Stores.  Barry  par- 
ticularly likes  Dayton-Hudson,  Mel- 
ville and  Wal-Mart.  Loeb  also  likes 
Sears  and  Macy,  but  he  thinks  that 
Macy  shares  may  have  been  run  up 
too  fast.  Barry's  picks  among  the  spe- 
cialty stores  include  Rite  Aid,  Hech- 
inger  and  Best  Products  (catalog 
showrooms). — Howard  Rudnitsky 

Retailing 
markup 

Carson  Pirie  Scott,  the  $770  mil- 
lion-a-year  Chicago-area  retailer, 
is  causing  a  gleam  in  some  specula- 
tive eyes.  It's  considered  a  potential 
takeover  candidate.  For  one  thing  it's 
one  of  the  last  independent  retailers 
left  in  the  Chicago  area,  now  that 
Marshall  Field  has  been  swallowed  by 
BATUS,  the  British  tobacco  company. 
And  don't  sneer  at  Chicago.  Saks  and 
I.  Magnin  have  recently  moved  in,  and 
Neiman  Marcus  is  making  inroads 
from  the  suburbs. 

This  isn't  the  first  time  specula- 
tors have  given  Carson  a  recent' tum- 
ble. It  sold  at  13  a  couple  of  years 
back,  climbed  to  26  last  year  and  got 
as  low  as  14%  this  year;  now  it's 
around  20V2. 

Why  should  anyone  want  to  take  it 
over?  Well,  for  one  thing,  there's  that 
discount  from  book  value — currently 
about  40%  and  probably  understated 
because  of  the  real  estate  the  com- 
pany still  owns.  For  a  retailer  seeking 
entry  into  the  Chicago  market,  Car- 
son would  be  a  fairly  cheap  ticket. 
Even  at  a  50%  premium  over  the 
recent  market  price,  you  could  have 
the  whole  package  for  only  a  touch 
over  $120  million — there  are  only  4.1 
million  shares  of  stock  outstanding. 

You  could  trim  the  cost  down  fur- 
ther by  selling  some  miscellaneous 
holdings.  These  include  two  resort- 
conference  centers  near  the  Windy 
City's  O'Hare  airport  and  about  225 
Steak  'n  Eggs  Kitchen  and  Toddle 


House  restaurants,  which  own  so: 
good  real  estate.  There's  also  Dob 
House,  the  airline  and  airport  catere 
that  Carson  bought  a  couple  years  ad 
for  a  touch  over  $100  million.  A  bij 
bull  on  the  stock  is  John  Landschu] 
of  Chicago's  Mesirow  &  Co.  Evi 
without  a  takeover,  he  sees  earning^ 
gains  ahead,  and,  says  he:  "The  down 
side  risk  is  zip." — Thomas  Jaffe 
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Takeoff 

W'  hy  were  the  airline  stocks  stronj 
m  a  soggy  market  toward  No! 
vember's  end?  Credit  Michael  Deri 
chin,  First  Boston's  widely  followec 
airlines  analyst,  for  a  good  part  of  th{ 
impetus.  In  a  letter  to  clients  Derchiri 
said  that  the  airlines  industry  as  I 
whole  would  benefit  if  the  proposed 
Braniff-PSA  deal  fell  through.  His  rea 
somng  was  that  the  deal  would  put  a 
lot  of  grounded  Braniff  planes  back 
into  the  air  and  lead  to  a  price  war  on 
some  very  profitable  routes. 

A  couple  of  days  later  the  deal  did 
fall  through,  and  many  of  Derchin's 
customers  apparently  followed 
through  on  his  advice.  Within  a  cou] 
pie  of  days  giant  United  was  up 
points,  about  10%,  and  some  smaller 
lines  like  USAir  gained  as  much  as 
12.5%  for  the  week. 

Derchin  still  likes  the  stocks,  even 
after  these  gains.  He  thinks  the  airj 
lines  have  a  lot  going  for  them  now 
lower  oil  prices,  in  particular,  and  a 
sharp  gain  in  advance  bookings  for  the 
holidays. — Priscilla  S.  Meyer 
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Putdown 

By  the  same  token,  an  analyst's  re 
port  seems  to  have  been  responsi- 
ble for  the  weakness  around  the  same 
time  in  property  and  casualty  insur- 
ance stocks.  Case  in  point:  On  Nov 
18  analyst  Allen  Nadler  at  Goldman 
Sachs  took  a  bunch  of  the  stocks  off. 
the  firm's  buy  list.  Aetna,  already 
wobbly,  dipped  3  points  on  very  heavy 
volume,  and  CIGNA  about  4  points 
also  on  heavy  volume.  No  question 
about  it:  A  respected  analyst  can 
move  stocks,  at  least  over  the  short 
run. — P.S.M. 


Getting 
in  deeper 

William  Hambrecht  is  a  founding 
partner  of  San  Francisco's  fabled 
venture  capital  outfit,  Hambrecht  &. 
Quist.  Say  this  for  Bill  Hambrecht 
He's  willing  to  put  his  money  where 
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mouth  is.  One  of  his  babies,  Mag- 
son  Computer  Systems,  was  a  bas- 
case.  Instead  of  walking  away,  the 
ibrecht  firm  is  putting  in  more 
>ney,  much  of  it  its  own. 
^.s  a  startup  company,  Magnuson 
is  one  for  the  books.  In  1979  it 
[.shed  the  market  with  a  computer 
ptem  plug-compatible  with  IBM's 
30  series.  In  1980  Magnuson  went 
)lic  at  20  a  share,  and  the  shares 
Ire  soon  at  46.  It  looked  as  if  Ham- 
.xht  &.  Quist  had  a  real  winner,  but 
tngs  are  rarely  that  simple  in  Ven- 
ire Capital  Land.  The  second  prod- 
ijt,  a  better  version  of  the  first,  was 
shed  to  market  in  a  hurry  in  1980 
flopped.  Flopped?  That's  putting 
mildly.    The    upgraded  model 
Ijmbed  and  so  did  the  company.  It 
st  $37  million  in  1981  and  ended  the 
|ar  with  a  negative  net  worth  and 
ring  Bank  of  America  $21  million. 

suppliers  and  distributors  were 
lck  for  another  $8  million.  Taking  a 
|  ep  breath,  the  Hambrecht  firm  and 
le  partners  anted  up  another  $8.5 
illion  and  ended  with  a  substantial 
ijonty  interest  in  the  stock. 
[iRight  now,  Hambrecht's  stake  is 
pt  worth  much,  because  while  Mag- 
lson  has  new  management  it  has  no 
;w  class  of  products — just  cash  and 
|me  pretty  promising  research.  If 
m  believe  in  Hambrecht  &  Quist, 


though,  the  stock  could  be  worth  a 
look.  It  is  selling  over  the  counter  at 
just  under  $4  a  share — following  re- 
capitalization, several  times  book  val- 
ue, which  puts  the  whole  company  at 
$68  million.  That  could  be  peanuts  if 
it  hits  with  new  products.  Will  it? 
There  are  just  Bill  Hambrecht's  words 
and  reputation  to  go  on  now.  Says  he: 
"We  don't  walk  away  as  long  as  we 
think  there's  value." — T.J. 

Biotech 
spoken  here 

Not  many  investors  know  what 
Novo  Industri  makes,  but  plenty 
of  them  know  why  they  like  the 
stock.  Biotechnology,  of  course. 
While  Genentech  and  Cetus  are 
gleams  in  the  eye,  Novo  is  actually 
very  much  a  going  company.  To  be 
sure,  none  of  its  revenues  of  better 
than  $300  million  come  from  recom- 
binant DNA  technology,  but  many 
products  are  synthetically  produced, 
such  as  human  insulin.  Novo  is  also 
the  world's  second-largest  producer  of 
conventional  insulin.  Little  wonder 
the  stock  trades  at  18  times  earnings 
on  the  NYSE.  At  least  it  seems  a  bet- 
ter value  than  Genentech.  At  recent 
market  prices,  Novo's  total  market 
capitalization  is  about  $1  billion;  Gen- 
entech, with  barely  $15  million  in 


sales,  had  a  market  capitalization  of 
$330  million.  If  there's  an  element  of 
science  fiction  in  Novo's  price,  you'd 
have  to  say  that  Genentech's  price  is 
100%  science  fiction. 

There  are  drawbacks,  though,  to  an 
investment  in  Novo.  It's  a  Danish 
company,  which  means  it  keeps  its 
books  in  kroner  even  though  much  of 
its  sales  are  in  dollars  or  yen.  Hence 
profits  ride  the  roller  coaster  of  rela- 
tive currency  values.  So  it's  hard  to 
know  how  the  company's  really  do- 
ing. When  you  buy  its  stock  you 
aren't  really  buying  shares  but  Ameri- 
can Depository  Receipts. 

Even  scarier  is  the  heating-up  com- 
petition, not  only  in  biotech  but  also 
elsewhere  in  its  business.  Eli  Lilly 
now  has  synthetic  insulin  to  compete 
with  Novo's,  and  Lilly's  went  through 
the  FDA  a  couple  of  months  ago. 
Meanwhile,  Novo's  doing  well  with 
its  detergent  enzymes,  but  sales  are 
flat  on  its  starch-producing  enzymes. 

Adding  the  positives  and  negatives 
and  netting  them  out,  the  Eberstadt 
Asset  Management  division  of  Marsh 
&.  McLennan  loves  the  stock.  It  owns 
about  600,000  of  the  ADRs.  Eberstadt 
looks  beyond  the  currency  fluctu- 
ations and  the  marketing  ups  and 
downs  and  figures:  Here's  a  stock  to 
hold  on  to.— T.J. 
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Wall  Street's  story  is  that  a  lasting  recov- 
ery will  come  with  the  present  house- 
cleaning.  And  I  believe  it. 

THE  MARKET  VS. 
THE  ECONOMISTS 


By  Heinz  H.  Biel 


r 


There  is  a  clashing  divergence  be- 
tween the  booming  stock  market 
and  the  somber  forecasts  of  the  ma- 
jority of  professional  economists, 
who  talk  about  a  feeble  recovery 
next  year  that  may  not  lift  our  gross 
national  product  by  more  than  2% 
or  so.  Stock  prices,  on  the  other 
hand,  went  up  as  much  as  40%  as 
measured  by  the  market  averages. 
Wall  Street  analysts  are  raising  their 
corporate  profit  projections  for  1983 
to  keep  price/earnings  ratios  in  line 
with  the  bull  market. 

Obviously,  both  sides  cannot  pos- 
sibly be  right.  Either  the  stock  mar- 
ket has  been  far  too  bullish  or  the 
economists  are  far  too  bearish. 
Whom  should  we  believe? 

I  am  trying  to  be  objective.  Al- 
though I  have  spent  more  than  a 
lifetime  in  The  Street,  I  have  also 
been  brought  up  as  an  economist. 
The  stock  market  has  not  always 
been  right  in  its  assessment  of  the 
future,  being  swayed  every  so  often 
by  exaggerated  reactions  to  current 
events.  However,  the  record  of  the 
economists,  it  seems  to  me,  is 
worse.  Ever  since  they  substituted 
computer  printouts  for  the  brain, 
their  appraisal  of  the  future  has  rare- 
ly been  right. 

Just  look  at  the  year  now  ending. 
An  upturn  in  the  economy  had  been 
promised  for  the  spring,  and  when  it 
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failed  to  arrive  on  schedule,  the  end 
of  the  recession  was  deferred  to 
midyear.  The  tax  cut,  designed  to 
get  things  moving  again,  had  no 
measurable  effect.  Instead  of  a  re- 
covery, the  slump  deepened;  Wall 
Street  has  had  misgivings  all  along 
about  the  economists'  rosy  fore- 
casts. Last  summer,  like  the  econo- 
my, the  stock  market  slumped,  fall- 
ing to  its  lowest  level  since  1980. 

But  then,  while  the  economists 
once  again  postponed  the  time  of 
business  revival  into  1983,  the 
stock  market  concluded  that  a  fun- 
damental change  in  basic  econom- 
ics might  be  in  the  making:  Infla- 
tion, the  bane  of  recent  years,  final- 
ly had  been  brought  under  control. 
Now  it  would  be  possible  for  inter- 
est rates  to  come  down  from  their 
exorbitant  levels,  yet  still  provide  a 
positive  real  return  for  the  investor. 

As  inflation  mentality  subsides, 
corporations  as  well  as  individuals 
are  well  on  the  way  to  putting  their 
financial  houses  in  order.  Sure,  it 
will  take  time,  and  we  may  see 
more  bankruptcies  and  huge  write- 
offs of  the  sins  of  the  past  years.  But 
that  is  part  of  the  cleansing  process 
that  is  the  necessary  basis  for  a 
sound  and  lasting  recovery.  That  is 
the  story  Wall  Street  is  telling  us, 
and  I  believe  it.  Let  us  only  hope 
that  the  Reagan-Volcker  coalition 
doesn't  let  itself  be  bludgeoned  into 
using  artificial  and  harmful  stimu- 
lants to  "get  the  economy  out  of  the 
rut."  It  won't  be  necessary. 

This  optimistic  appraisal,  if  it 
turns  out  to  be  correct,  should  ex- 
tend the  life  of  the  bull  market.  Al- 
though it  is  only  four  months  old, 
the  rise  has  been  substantial  and  a 
realist  should  not  expect  gains  of 
similar  magnitude  in  such  a  short 
period  of  time.  On  the  whole,  how- 
ever, I  expect  that  1983  will  be  a 
good  year  for  the  stock  investor  and 


for  the  bond  investor  as  well. 

And  now  a  personal  note.  This 
will  be  my  last  column  as  a  regular 
contributor  to  the  magazine,  after 
more  than  32  years  in  this  space.  In 
those  years,  this  column  has  ap- 
peared in  nearly  one-half  of  all  the 
issues  published  in  Forbes'  65-year 
history. 

I  have  no  intention  of  retiring  al- 
together— heaven  forbid — but  there 
comes  a  time  when  one  likes  to 
shed  some  nonvital  burdens,  such 
as  fortnightly  deadlines  or,  worse, 
last-minute  rewrite  jobs.  However, 
while  my  regular  column  will  ter- 
minate with  this  issue,  I  will  have 
the  privilege  to  reenter  my  accus- 
tomed space  whenever  I  think  that  I 
have  something  important  to  say. 
Most  probably  it  won't  be  often, 
because  I  will  keep  in  mind  the  old 
Latin  saying,  Si  tacuisses  philusophus 
mansisses  (If  you  had  kept  your 
mouth  shut,  you  would  have  re- 
mained a  philosopher). 

I  am  grateful  to  Forbes  for  having 
had  the  opportunity  to  express  my- 
self freely  for  so  many  years  without 
the  slightest  editorial  interference, 
the  only  censorship  having  been  my 
own  judgment.  There  is  a  valuable 
discipline  in  writing  regularly  for 
publication — for  the  record,  so  to 
speak.  You  learft  to  put  your  words 
on  the  scale,  nofyto  overdramatize, 
yet  not  to  be  wishy-washy  or  am- 
biguous. I  hope  I  have  succeeded  in 
that  respect. 

I  have  enjoyed  the  many  contacts 
with  Forbes'  readers,  a  number  of 
whom  have  become  clients  of  mine 
and  some  even  friends.  Most  letters 
have  been  complimentary — and 
who  doesn't  like  an  occasional  pat 
on  the  back? — and  while  there  have 
also  been  a  few  nasty  ones,  they  also 
got  a  response.  The  massive  corre- 
spondence I  received  after  writing 
two  columns  on  "What  to  Tell  Your 
Future  Widow"  showed  how  many 
people  are  in  dire  need  of  assistance 
in  handling  their  financial  affairs.  I 
have  tried  to  give  clear  and  unbiased 
advice,  and  I  hope  I  have  succeeded 
in  that  respect,  too. 

Lam  ending  my  long  association 
with  Forbes  with  mixed  feelings — a 
combination  of  relief  and  sadness. 
The  column  has  been  part  of  my  life 
for  so  many  years  that  I  will  miss  it, 
but  the  time  has  come  to  say,  well, 
not  farewell,  but  "until  we  meet 
again."  ■ 
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Preparing  for  a  successful  retirement  re- 
Squires  planning,  discipline  and  luck. 
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MONEY  &  INVESTMENTS 


ONE  MAN'S 
RETIREMENT 


By  Ashby  Bladen 


W   s 

1 


How  does  one  plan  for  retirement  in 
these  uncertain  times?  Here  are  the 
key  questions  that  I  think  you 
should  ask  in  thinking  about  your 
retirement,  and  the  answers  that  I 
have  worked  out  in  planning  mine. 

The  first  and  most  important  step 
in  coping  with  uncertainty  is  to 
keep  your  options  open  as  much  as 
possible.  And  having  options  is  the 
best  reason  I  can  think  of  for  con- 
tinuing to  live  by  the  old-fashioned 
virtues  of  industry  and  thrift  that 
inflation  and  the  rise  of  social  de- 
mocracy appear  to  have  rendered 
obsolete.  It  is  unfortunately  true 
that  if  you  have  worked  hard  and 
saved  for  your  own  future  you  have 
now  been  cheated  of  much  of  the 
real  value  of  your  savings.  Still, 
those  who  have  saved  have  options 
that  those  who  are  depending  on  the 
largesse  of  the  state  do  not  have.  But 
having  options  means  that  you  have 
to  think,  and  I  urge  people  to  start 
thinking  seriously  about  retirement 
as  soon  as  they  realize  that  turning 
65  can  really  happen  to  them. 

The  first  question  most  people 
should  think  about  is:  Do  I  really 
want  to  retire  from  gainful  employ- 
ment at  age  65?  If  you  can  afford  to 
retire  depends  on  whether  the  credit 
binge  of  the  last  two  decades  ends  in 
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deflation  and  hard  times,  or  in  the 
hyperinflation  that  would  result 
from  attempting  to  bail  out  overex- 
tended borrowers  with  subsidized 
credit.  That  is  a  political  question 
whose  answer  we  will  not  know  for 
sure  before  the  1984  presidential 
elections. 

I  agree  with  Aristotle  that  to  live 
is  to  function,  and  I  do  not  believe 
that  retiring  from  productive  work 
makes  much  sense  for  people  who 
are  in  sufficiently  good  physical  and 
mental  health  to  carry  on.  You  want 
to  start  paring  down  your  work  load 
sometime  around  65,  but  for  healthy 
and  energetic  people  it  can  be  disas- 
trous to  switch  to  a  life  of  unalloyed 
leisure.  And  until  the  key  political 
issue  of  financial  responsibility  ver- 
sus expedience  is  resolved,  I  would 
not  part  company  with  earned  in- 
come until  I  absolutely  had  to. 

The  nice  thing  about  turning  65  is 
that  it  broadens  your  options.  Your 
biological  responsibilities  to  the  hu- 
man race  are  largely  behind  you,  and 
most  of  us  have  accumulated  some 
capital,  or  pension  benefits,  or  both. 
So  you  can  think  about  doing  some- 
thing that  is  less  demanding,  or  more 
fun,  or  that  can  be  done  in  more 
congenial  surroundings. 

What  to  do  after  65  and  where  to 
live  are  closely  intertwined  ques- 
tions. Unfortunately,  today  the 
question  of  where  it  is  safe  to  live  is 
becoming  an  overriding  consider- 
ation. There  are  two  ways  to  go. 
You  can  move  into  a  "secure"  build- 
ing or  area,  like  the  stockaded  re- 
tirement communities  in  the 
Southeast.  I  find  them  depressing, 
and  they  restrict  you  almost  as 
much  as  they  do  interlopers.  Or  you 
can  analyze  the  main  causes  of  vio- 
lence and  stay  out  of  the  places 
where  it  is  likely  to  occur. 

A  few  years  ago,  there  was  a 
school  of  thought  that  held  that 


hard  times  would  cause  massive  so- 
cial unrest,  violence  and  looting 
that  could  only  be  avoided  by  re- 
treating far  into  the  countryside.  I 
gave  that  view  serious  consider- 
ation in  my  first  book,  but  by  now  it 
has  become  clear  that  violence  is 
much  more  closely  related  to  nar- 
cotics than  to  economics,  and  that 
it  is  fairly  easy  to  avoid.  However, 
the  introduction  of  rent  control  can 
bring  narcotics  and  its  attendant 
violence  into  hitherto  safe  neigh- 
borhoods. Controls  that  force  land- 
lords to  suffer  an  out-of-pocket  op- 
erating loss  will  cause  them  to 
move  to  Florida  and  abandon  the 
buildings  to  the  tender  mercies  of 
whoever  wants  to  move  in.  The 
drug  dealers'  stronghold  in  New 
York  City  is  apartment  buildings 
whose  economic  viability  has  been 
destroyed.  Rent  control  may  sound 
like  a  blessing  to  elderly  people 
who  are  trying  to  live  on  fixed 
incomes,  but  if  it  comes  to  your 
neighborhood,  get  out  before  the 
destruction  begins. 

The  coming  of  social  democracy 
and  narcotics  have  made  large  parts 
of  most  major  cities  unacceptable 
places  to  live  in.  Most  people  with 
options,  I  think,  will  want  to  get 
out,  but  it  is  not  necessary  to  retreat 
to  rural  Maine  or  Northern  Califor- 
nia. There  are  lots  of  small  towns 
ideally  situated  for  a  safe,  pleasant 
and  remunerative  retirement. 

Personally,  I  had  achieved  suffi- 
cient success  to  have  options  by  the 
time  I  passed  the  half-century  mark. 
I  started  to  think  about  these  ques- 
tions then  because  I  knew  I  did  not 
want  to  spend  the  next  15  years  in 
the  unsafe  and  unpleasant  environ- 
ment of  Union  Square  in  New  York 
City,  which  is  an  open-air  narcotics 
market.  So  I  retreated  no  further 
than  my  native  Connecticut,  where 
I  can  live  in  the  woods  near  a  small 
and  peaceful  town  that  is  less  than 
an  hour's  drive  from  the  office.  I 
greatly  enjoy  my  work  as  an  invest- 
ment decision  maker,  and  I  imagine 
that  mandatory  retirement  at  65 
will  have  been  completely  abol- 
ished by  the  time  I  get  there.  But 
there  comes  a  time  to  step  aside  and 
let  the  next  generation  have  its 
turn.  When  that  day  comes  for  me,  I 
hope  to  reduce  my  current  work- 
load a  bit  by  becoming  a  full-time 
financial  writer.  Doing  this  column 
is  a  step  in  that  direction.  ■ 
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Stock  Trends 


MONEY  a  INVESTMENTS 


Picking  stocks  at  tax-selling  time  always 
has  been  a  risky  business.  After  a  250- 
point  rise  in  the  Dow,  it's  dangerous: 

THE  RELUCTANT 
RECOVERY 


By  Ann  C.  Brown 


Buy  a  few  billion  shares  of  Hopes, 
double  up  on  Dreams  and  sell  Reali- 
ty short  appears  to  be  the  order  of 
the  day  for  most  investors.  The 
stock  market  is  up.  The  bond  mar- 
ket is  up.  Brokers'  incomes  are  way 
up.  But  also  up  are  the  national  un- 
employment rate,  the  percentage  of 
idle  plant  capacity,  the  trade  deficit 
and  the  individual  savings  rate.  At 
the  moment,  it  seems  as  if  Wall 
Street  and  Main  Street  are  headed  in 
different  directions. 

Although  investors  are  hundreds 
of  billions  of  dollars  richer,  thanks 
to  the  startling  move  in  the  finan- 
cial markets  that  began  last  August, 
either  the  players  are  letting  their 
chips  ride  or,  if  they  are  cashing 
them  in,  it's  not  to  go  out  and  buy 
out  the  stores.  Recently,  I  had  the 
opportunity  to  travel  down  the  East 
Coast  from  Vermont  to  Florida  and, 
in  one  of  my  occasional  "Surveys  of 
One,"  noted  that  there  was  a  con- 
spicuous absence  of  customers  in 
businesses  that  sold  anything  other 
than  instant  services  and  instant 
consumables — haircuts,  groceries, 
fast  foods,  drugs  and  sundries,  etc. 
The  big-ticket  dealers  in  everything 
from  automobiles  to  appliances  and 
home  furnishings  (not  to  mention 
homes  themselves)  said  the  number 
of  "lookers"  had  picked  up  since  the 
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summer  but,  while  they  wouldn't 
buy  then  because  of  high  interest 
rates,  they  wouldn't  buy  now  be- 
cause they  thought  rates  would  fall 
even  further. 

What  will  be  interesting  to  watch 
is  this  Christmas-selling  season. 
My  guess  is  that  post-Yule  sales  will 
bail  out  some  merchants  but,  by  and 
large,  it's  apt  to  be,  "Look  under  the 
tree  in  '83." 

The  recent  cut  in  the  discount 
rate  by  the  Federal  Reserve  indi- 
cates that  the  Fed  is  still  aware  of 
the  need  for  easier  money  to  get 
things  moving  again.  Mr.  Volcker 
not  only  worries  about  the  M's,  he 
is  also  very  concerned  about  the 
economic  and  political  viability  of 
the  U.S.  and  our  neighbors  and  al- 
lies. What  he  does  not  want  is  a 
series  of  well-intentioned  but  un- 
wise moves  on  the  part  of  Congress 
to  try  to  cure  the  recession  over- 
night. The  Federal  Reserve  has  a 
fine-tuning  flexibility  that  the  fed- 
eral government  does  not  have. 

Last  year  I  coined  the  phrase 
"grinding  gradualism"  in  one  of  my 
columns.  I  see  no  reason  to  change 
my  thinking.  We  will  move  slowly 
toward  a  more  prosperous,  lower- 
inflation  environment  if  the  Fed 
stays  its  present  course  and  the  Sen- 
ate and  the  House  don't  panic.  I 
don't  think  they  will  panic,  since 
redistricting  prior  to  the  recent  elec- 
tion switched  17  House  seats  from 
the  urban  Northeast  to  the  more 
conservative  suburban  and  Sunbelt 
areas.  As  a  result,  the  net  liberal  gain 
is  estimated  to  be  ten  seats,  which 
is  hardly  a  mandate  for  new  give- 
away programs. 

What  we  are  likely  to  hear  sug- 
gested are  more  "user"  taxes  like 
the  proposed  nickel-a-gallon  tax  on 
gasoline  to  help  patch  up  the  high- 
ways and  to  hire  people  to  do  the 
patching.  Mr.  Reagan  knows  he  is 


caught  on  the  horns  of  a  deficit/de- 
fense dilemma.  He  does  not  want  to 
raise  taxes  directly  because  to  do  so 
would  not  only  be  contrary  to  his 
supply-side  nature,  but  it  would 
also  question  his  credibility.  He 
doesn't  want  to  cut  defense  spend- 
ing more  than  he  absolutely  posi- 
tively has  to  because  he  firmly  be- 
lieves we  are  behind  the  as-yet-un- 
known Mr.  Andropov  and  the 
Russians  in  military  capability.  Yet 
the  President  doesn't  want  to  go 
into  the  1984  elections  with  a  bud- 
get as  badly  bent  out  of  shape  as  the 
current  one. 

The  solution  to  all  of  the  above 
will  be  to  raise  taxes  without  ap- 
pearing to  raise  them.  In  addition,  I 
look  for  little  change  in  defense 
spending  but  wouldn't  be  at  all  sur- 
prised to  see  one  or  two  pressworthy 
projects  cancelled.  All  the  while 
there  probably  will  be  very  little 
criticism  of  the  Fed  by  the  Adminis- 
tration. And  whatever  criticism 
there  is  will  be  against  moving  too 
slowly  rather  than  too  fast. 

Picking  stocks  around  year-end 
tax-selling  time  always  has  been  a 
risky  business.  After  a  250-point 
rise  in  the  DJI,  it's  downright  dan- 
gerous. However,  one  of  the  few  re- 
maining "sleepers"  could  be  Pren- 
tice-Hall (37),  traded  on  the  Ameri- 
can Stock  Exchange.  Most  people 
think  of  the  company  as  a  textbook 
publisher,  which  it  still  is,  in  part. 
What  is  interesting  is  the  other 
part — or  parts — like  Deltak  (bought 
in  1979),  which  sells  training  pro- 
grams to  the  rapidly  expanding  data 
processing  industry. 

Deltak  could  grow  twice  as  fast  as 
the  rest  of  the  company,  once  the 
economy  picks  up.  Further,  this  ac- 
quisition signaled  a  move  by  Pren- 
tice-Hall into  the  electronic  age. 
This  could  help  the  company's 
stock  climb  back  to  the  20  to  30 
times  P/E  ratio  it  once  enjoyed. 

Prentice-Hall  has  a  substantial 
data  base  in  the  information  it  pres- 
ently prepares  for  the  law  and  other 
professions.  The  company  has 
signed  an  agreement  with  Apple 
Computer  that  could  result  in  the 
development  of  computer  software 
using  Prentice-Hall's  considerable 
now-on-paper  knowledge.  The  com- 
pany's per-share  earnings  are  esti- 
mated to  be  $3.75  to  $3.90  for  1982, 
vs.  $3.41  last  year.  For  1983,  $4.25 
to  $4.40  looks  possible.  ■ 
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UVO  THINGS  YOU  CAN  DO  IF  YOU  WANT 
INTERNATIONAL  BUSINESS  NEWS. 
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U.S.  backs  Argentina  on 
call  for  Falkland  talks 
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inquir>  into  Miner 


lata  chief  sees  S2bn  loss  for 
airlines  on  foreign  operations 

INNOVATION 

In  the  Eurobond  issuing 
business. some  banks  have  a 
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CREDrT  COMMERCIAL 
DE  FRANCE 


Sit  down  and  search.    Or  sit  back  and  read. 


International  news  that's  relevant  to  your 
ness  can  be  very  hard  to  find -just  when  it's 
ed  most. 

That's  why  the  continuous  flow  of  up-to-date 
mation  you  get  when  you  read  the  Financial 
is  is  so  useful.  255  specialist  journalists  and 
)reign  bureaus  around  the  world  -  all  reporting 

)U. 

So  you  get  a  fast  and  deep  appreciation  of  the 
ications  of  political  and  financial  events,  as  they 
Id,  every  day. 

The  Financial  Times  International  edition, 
ed  in  Frankfurt,  leaves  for  New  York  ahead  of 
iun  on  a  4:00  a.m.  flight,  connects  with  our 
/ery  system,  and  is  rushed  to  you. 
So  stop  searching  and  start  reading. 

Financial  Times 

Europe's  business  newspaper 
now  for  the  International  American. 


I'd  like  to  receive  the  Financial  Times. 

□  1  year  Monday  through  Saturday:  $420 

□  6  months  Monday  through  Saturday:  $210 

□  Send  me  a  sample  copy 

□  Payment  enclosed 

□  Please  charge  my: 

□  American  Express    □  Visa    □  MasterCard 

Account  Number  

Expiration  Date  


Company  Name 

Your  Name  
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Address 
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Mail  to:  Financial  Times,  FT  Publications.  Inc. 

75  Rockefeller  Plaza.  New  York.  NY  10019 
Or  call:  1-212-489-8300  F(J9 


UTILITIES 
COMPANY 


The  Contrarian 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  51  cents  per  share  on  the 
common  stock  of  the  Company, 
payable  January  3,  1983  to  share- 
holders of  record  at  the  close  of 
business  December  10,  1982. 


Dallas,  Texas 
November  19,  1982 


PETER  B.  TINKHAM 
Secretary 


Electric  Utility  Subsidiaries: 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


Fifty, 
Fifty. 


These  are  odds  that  no  one 
would  care  to  bet  on. 

But  the  thousands  of  sons 
and  daughters  of  Huntington's 
Disease  patients  have  no 
choice.  They  were  born  with  a 
50/50  chance  of  inheriting  this 
terrifying,  fatal  illness. 

For  potential  H.D.  victims, 
everyday  is  a  gamble 
And  if  they  lose,  it's  for  keeps 

Give  generously  to  the 
National  Huntington's  Disease 
Association 

Help  make  this  generation  its  last. 


H> 


National  Huntington's  Disease  Association 
128A  East  74  Street  New  York,  NY  10021 


«  C.O.D.  DELIVERY  ^ 

KRUGERRANDS 


Write  or  Call  for  Brochure  *  3-5  Days 

★  Directly  To  Your  Bank  ★  Safe 
KRUG  ERRAND  800-535-7811 

CORP.         800-662-1901  (In  Louisiana) 


Ristorante  Italiano 

FORBES,  NEW  YORK  TIMES 
AND  GOURMET 

1460  SECOND  AVE.,  (76  &  77)  N.Y.C.  535-9310  . 


Wall  Street  holds  a  bargain  sale  ever] 
December.  It  contains  some  very  attrac 
tive  merchandise  this  year. 

PRE  CHRISTMAS 
SALE 


By  David  Dreman 


Well,  it's  here  again,  the  tax-selling 
season,  a  favorite  time  for  contrar- 
ians and  other  bargain  hunters. 
After  the  Dow's  300-odd-point  dash 
since  mid-August,  is  there  anything 
left  worth  bagging?  The  answer  is  a 
definite  yes,  thanks  to  the  time- 
honored  practice  of  institutional  in- 
vestors dumping  unwanted  stocks 
by  year-end,  regardless  of  funda- 
mental value.  (Some  unkind  people 
call  the  practice  burying  their  mis- 
takes.) The  institutional  investors' 
loss  can  be  your  gain. 

To  me,  some  of  the  best  game  is 
to  be  found  among  the  oil-service 
stocks  and  large  domestic  integrat- 
ed oils.  They  are  not  only  out  of 
favor;  they  are  almost  out  of  sight. 
Yet  it  was  not  long  ago  that  inves- 
tors couldn't  get  enough  of  these 
stocks.  The  oil-service  issues  traded 
at  P/Es  of  3  or  4  times  greater  than 
the  rest  of  the  market,  but  after  all, 
even  a  dull-normal  could  see  that 
these  companies  had  grown  at  a 
25%  to  30%  rate  over  the  years  and, 
given  the  then-current  situation, 
would  certainly  continue  to  expand 
at  least  as  fast.  And  for  those  who 
wanted  the  security  of  bigger  com- 
panies, there  were  the  major  U.S. 
integrateds,  with  giant  stakes  in  do- 
mestic oil  and  gas,  and  in  some 

David  Dreman  is  rrianaging  director  of 
Dreman.  Gray  &  Entbry,  Investment  Coun- 
sel, New  York,  and  author  of  Contrarian 
Investment  Strategy. 
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cases  the  added  kicker  of  large  mil 
ing  companies.  Again,  they  wei 
anything  but  cheap,  but  with  met 
prices  soaring  and  oil  going  throug 
the  roof,  what  could  go  wrong 
What  indeed? 

As  almost  always  happens  whej 
people  invest  in  "certainty,"  th 
collapse  was  monumental,  with  th 
oil-service  companies  choppe 
down  70%  or  more  from  their  high 
'and  the  domestic  integrateds  cv 
down  by  over  50%. 

Should    these  companies 
bought  here,  given  the  current  gh 
and  price  slippage?  My  answer  fc 
both  groups  is  yes,  provided  you  art  0(j 
selective.  Here  are  my  reasons  fc 
feeling  that  way. 

First  of  all,  the  institutions  ai 
overreacting  as  sharply  to  the  neg; 
tive  news  today  as  they  did  to  th 
positive  outlook  in  the  past.  For  th 
investor  who  can  keep  his  cool,  hei 
is  major  opportunity.  Let's  first  loo! 
at  the  oil-service  group. 

These  stocks  have  been  so 
down  to  the  point  where  their  ver 
survival  is  questioned,  somethin 
definitely  not  a  problem  with  th 
industry  leaders.  These  companie 
which  have  strong  positions  in  thei 
markets,  trade  at  a  discount  fron 
book  and  have  more  than  ample  fi 
nancial  strength  to  weather  an 
temporary  downdrafts.  Too,  it 
likely  that  oil-service  revenues  wil 
pick  up  in  this  country  by  mid  t< 
late  1983  and  grow  faster  abroac 
where  nations  that  do  not  belong  t< 
the  Organization  of  Petroleum  Ex 
porting  Countries  continue  to  pou 
money  into  exploration  and  deve 
opment  to  lessen  their  dependeno 
on  the  cartel. 

Though  the  30%  growth  rates  art 
behind,  revenues  and  earnings  in 
creases  should  still  be  above  averags  »  , 
and  should  begin  to  accelerate 
the  world  lifts  out  of  the  curren 
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p  recession.  Here,  then,  is  a 
ince  to  buy  growth  companies 
t  are  leaders  in  their  fields  at 
11  under  book  value  and  at  P/Es 
lower  than  the  market's. 
Iiree  companies  in  the  industry 
1 1  favor: 

kiker  International  (21)  is  a  major 
>plier  of  drilling  completion  and 
ler  products  to  oil  and  gas  produc- 
Baker  trades  at  a  price/earnings 
io  of  6  and  yields  4.4%.  Although 
nings  may  be  down  10%  in  the 
t  fiscal  year  (ended  Sept.  30),  they 
mid  begin  to  improve  in  1983. 
lancially  strong,  Baker's  long- 
m  debt  is  under  20%  of  its  capital 
ucture. 

dresser  Industries  (18)  should  see 
provement  this  year  after  a  sharp 
ine  in  the  past  fiscal  year  (ended 
t.  31).  The  stock  has  rallied 
irply  from  its  lows,  but  it  still  is 
i  20%  discount  from  book,  with  a 
te/earnings  multiple  of  6  and  a 
Id  of  4.4%. 

Halliburton  (29)  is  the  nation's 
ond-largest  oil-service  company 
i  should  see  earnings  bottom  out 
the  next  several  quarters,  with 
)d  improvements  following, 
wn  from  a  high  of  90,  the  stock 
des  at  a  price/earnings  ratio  of  6 
d  yields  5.5%. 

Turning  to  the  domestic  integrat- 
the  story  is  much  the  same, 
ere  are  two  that  I  would  look  at 
e,  both  of  which  have  large  min- 
interests: 

Atlantic  Richfield  (37)  has  $94.30  of 
■  mestic  oil  reserves  per  share, 
mg  with  huge  natural  gas  re- 
■ves.  Earnings  should  be  up  better 
in  10%   next  year.  The  stock 
des  at  a  price/earnings  multiple 
6  and  yields  6.4%. 
1 1,1  Standard  of  Ohio  (32)  has  major  oil 
d  gas  reserves  on  the  North  Slope, 
well  as  mining  interests  through 
ownership  of  Kennecott.  Earn- 
*s  should  see  some  improvement 
1983,  partially  because  of  re- 
aH  ced  losses  at  Kennecott.  The 
>ck  trades  at  a  price/earnings  ratio 

and  yields  8.1%. 
Bull  market  or  no,  there  is  still 
nty  of  value  around  for  the  bar- 
n  hunter.  Chances  are,  two  or 
ree  years  out,  these  stocks  will  be 
:  -  nsiderably  higher,  and  given  the 
re-sale  mentality"  prevalent  to- 
y,  they  might  have  a  major 
unce  when  the  tax-selling  season 
ds.  Good  hunting!  ■ 
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( Value  Line  looks  at . . . 

Major  Stocks 
P/E's  Under  6  And 
Yields  Over  7% 

Plus  the  potential  to  double  in  price, 
we  estimate,  within  3  to  5  years. 
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The  Value  Line  Investment 


compared  with 


Among  1700  major  stocks  under  its  continuing  review 
Survey  finds  .  .  . 

•  201  stocks  are  selling  at  less  than  6  times  estimated  current  earnings 
past  P/E  ratios  up  to  10  times  or  higher.  (Value  Line  10/15/82.) 

•  36  of  these  low-P/E  stocks  also  offer  Appreciation  Potentials  in  the  next  3  to  5  years  of 
more  than  150%  .  .  .  based  on  Value  Line's  estimates  of  their  earnings  and  P/E  ratios  in 
that  future  span.  (22  offer  long-term  Appreciation  Potentials  of  more  than  200%.) 

•  In  addition,  a  significant  minority  of  these  "combination"  stocks  currently  yield  from  7% 
to  11.9%,  based  on  our  estimate  of  dividends  in  the  12  months  ahead.  (In  many  of  these 
stocks,  moreover,  we  look  for  sizable  dividend  increases— from  50%  to  100%— in  the 
next  few  years.) 

But  we  urge  you  not  to  leap  into  stocks  like  these,  good  as  they  may  sound,  without  also 
checking  Value  Line's  current  ratings  for  Probable  Price  Performance  and— most  im- 
portantly— Safety.  This  is  easy  to  do: 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  regular  Summary  &  Index  presents  up-to-date  ratings  of  EACH  of 
1700  stocks  relative  to  all  the  others,  as  follows  .  . . 

a)  Rank  for  Probable  Price  Performance  in  the  Next  12  Months— ranging  from  1  (Highest) 
down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down  to  5). 

c)  Estimated  Yield  in  the  Next  12  Months. 

d)  Estimated  Appreciation  Potential  in  the  Next  3  to  5  Years— showing  the  future  "target" 
price  range  and  percentage  change  from  current  price. 

e)  P/E  ratio  and  current  price,  plus  estimated  annual  earnings  and  dividends  in  current 
12  months.  Also  latest  quarterly  results  against  a  year  ago.' 

PLUS  FULL-PAGE  REPORTS 

In  addition,  each  of  the  1700  stocks  is  the  subject  of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months— including  22  series  of  vital  financial  and  operat- 
ing statistics  going  back  1 5  years  and  estimated  3  to  5  years  ahead.  About  1 30  new  full-page 
Reports  like  this  are  issued  each  week  .  .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  are  invited  to  receive  the  complete  Value  Line  Investment  Survey  (with  30-day  money- 
back  guarantee)  for  the  next  10 weeks  for  only  $33— about  HALF  the  regular  rate— if  no 
member  of  your  household  has  had  a  Value  Line  subscription  in  the  last  two  years. 
You  receive,  as  a  bonus,  Value  Line's  2000-page 
Investors  Reference  Service  incuding  our  latest  full- 
page  Ratings  &  Reports  on  each  of  1700  stocks— fully 
indexed  and  looseleaf-bound  for  your  quick  and  easy 
reference.  .  and  systematically  updated  by  new  full- 
page  Reports  in  the  weeks  ahead.  (It  takes  only  30 
seconds  to  replace  the  old  Reports  with  the  new  in 
your  binder.)  All  this  material  is  so  organized  that  you 
can  quickly  find  a  continually  updated  report  and  cur- 
rent evaluation  on  almost  any  stock  you  may 
be  interested  in  buying  selling,  or  equally  import- 
ant, holding. 

And— as  an  extra  bonus— you  will  also  receive  Evaluating  Common  Stocks, 
by  Arnold  Bernhard,  Value  Line's  founder  and  research  chief.  This  96-page 
book  explains  how  even  inexperienced  investors  can  apply  thousands  of 
hours  of  professional  research  to  their  own  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness  (Performance  in  next  12  months),  the 
other  for  Safety.  This  book  is  YOURS  TO  KEEP  even  if  you  return  the  other 
material  under  your  money-back  guarantee. 

CALL  TOLL-FREE: 
If  you  have  Master  Card,  American  Express  or  Visa, 
phone  1-800-331-1750  (operator  13)  24  hrs.  7  days  a  week. 


Evaluating 
Common 
Slocks 


The  Value  Line  Investment  Survey 


□  My  payment  is  enclosed.   □  Please 

□  American  Exp.  □  Master  Card  □  Visa 

Expiration  Date  —  

Account  #. 


Arnold  Bernhard  &  Co.,  Inc.  711  Third  Avenue,  New  York,  N.Y 

Department  21  6  H20 

INTRODUCTORY  OFFER 

□  Begin  my  10-week  trial  subscription  for 
$33  to  The  Value  Line  Survey  (limited  once 
to  any  household  every  two  years)  and 
send  me  the  two  bonuses  listed  above. 

ONE  YEAR  SUBSCRIPTION 

□  Begin  my  1-Year  (52  issues)  sub- 
scription for  $330  and  send  me  the  two 
bonuses  listed  above.  There  are  no 
restrictions  with  this  annual  subscription. 

SPECIAL  EXTRA  BONUS 
A   pocket-size  CREDIT  \BB—im 


10017 


This  subscription  is  tax-deductible  and  non-assignable. 


Signature 
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CARD    LCD  CALCULA- 
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(N.Y.  residents  add  sales  tax.) 
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The  coffee  cartel  can  control  prices,  but 
it  has  not  found  a  way  to  keep  demand 
up  for  a  drink  that  has  been  losing  fol- 
lowers. Is  it  time  for  a  bear  trade? 

WEAK  COFFEE? 


By  Stanley  W.  Angrist 


There  are  not  many  agricultural 
commodities  that  have  evidenced 
much  of  a  bull  trend  in  recent 
months.  So,  when  you  come  across 
one,  it  is  worth  taking  a  look  at  it. 

Coffee,  basis  the  March  contract, 
hit  bottom  in  late  July  at  $1.06  per 
pound.  After  that,  it  took  a  fairly 
smooth  ride  up  to  the  $1.39  level  by 
mid-October;  an  increase  of  31%  in 
three  months.  The  question  is: 
Where  do  we  go  from  here? 

Coffee  is  unusual  in  another  re- 
spect: Supply  and,  to  a  certain 
extent,  demand — and,  therefore, 
prices — are  controlled  by  the  Inter- 
national Coffee  Organization.  The 
organization,  in  addition  to  setting 
quotas  for  exporting  nations,  carries 
out  studies  on  coffee  consumption. 
Its  most  recent  effort  shows  that 
coffee  consumption  in  the  U.S.  is 
continuing  its  downward  trend. 
Consumption  has  dropped  39%  in 
the  20  years  since  1962.  The  study 
also  revealed  that  in  1962,  74%  of 
the  population  drank  coffee;  today 
only  56%  do.  The  greatest  drop,  and 
no  doubt  the  figure  that  worries  the 
coffee  moguls  most,  was  in  the  "un- 
der-30"  age  category. 

In  October  the  ICO  announced 
that,  effective  the  second  half  of  the 
1982-83  coffee  year,  global  export 
quotas  would  be  reduced  by  750,000 

Stanley  W  Angrist  is  a  commodity  specula- 
tor, consultant  and  longtime  observer  of  the 
commodity 1  markets 


bags  (60  kilograms  .per  bag),  to  56 
million  bags.  This  move  takes  into 
account  the  recent  withdrawal  of 
Hungary  and  Israel  from  ICO  mem- 
bership. Countries  withdraw  from 
the  cartel  when  they  feel  that  they 
can  buy  coffee  cheaper  outside  the 
ICO.  Some  observers  believe  that 
ICO's  prompt  lowering  of  its  export 
quotas  shows  that  it  is  capable  of 
acting  decisively  in  defense  of  its 
price  objectives. 

Although  world  coffee  stocks  are 
expected  to  decrease  by  3  million 
bags  in  the  1982-83  crop  year,  a  sur- 
plus of  about  41  million  bags  still 
represents  an  excess  supply  level 
not  seen  since  the  early  1970s. 

The  green  coffee  market  has  been 
rather  sluggish  in  recent  weeks,  and 


the  U.S.  and  Western  Europea 
countries.  The  months  of  Noven 
ber  through  February  have  exhibi 
ed  the  highest  relative  prices  ov« 
the  past  ten  years.  Furthermore, 
worldwide  drop  in  interest  late 
over  the  past  several  months  ha 
stimulated  roaster  activity. 

On  balance,  however,  I  am  a  bea 
on  further  advances  in  coffee  price 
My  chief  reason  for  expecting  a  de 
cline  is  that  the  demand  for  coffee  i 
fairly  elastic.  If  prices  rise  very  muc 
then  people  simply  drop  coffee  fron 
their  shopping  lists.  In  addition,  i: 
the  past,  there  have  always  been 
number  of  coffee-producing  couri 
tries  willing  to  sell  coffee  withou 
ICO  approval.  Such  sales  will  help  t 
limit  further  price  increases. 

Recently,  the  March  contract  ha 
been  commanding  a  premium  of 
little  more  than  10  cents  over  th 
July  contract.  I  believe  that  this  in 
verted  price  structure,  characterise 
of  a  bull  market,  cannot  be  sustainei 
long.  I  would  look  for  this  spread  t< 
narrow,  and  would  buy  the  July  con 
tract  while  selling  the  March  at  leas 
at  a  9-cent  premium.  I  would  risk  n< 
more  than  1 .2  cents  ($450  per  spread 
from  my  entry  point.  I  believe  thi 
spread  can  easily  narrow  by  2.4  cent: 
($980   per   spread).   Examine  ths 


t 


to 


Coffee  break? 


The  March  versus  July  coffee  spread  is  one  of  high  volatility  but  great 
opportunity.  The  current  premium  appears  to  be  unsustainable. 


Coffee  prices  (cents  per  pound) 


March/July  spread  Icents  per  pound) 


that  is  one  of  the  major  reasons  fu- 
tures seem  to  have  hit  a  stone  wall 
at  the  $1.35  level.  U.S.  roastings  for 
the  period  Jan.  1  through  Oct.  23 
amounted  to  13.4  million  bags,  off 
2.4%  from  a  year  earlier.  Counter- 
ing this  bearish  news  is  the  fact  that 
the  fall  and  winter  months  are  usu- 
ally periods  of  increased  demand  for 


chart — in  the  last  four  months,  the 
spread  has  undergone  a  swing  ol 
more  than  6  cents,  or  $2,250  pel 
spread.  This  is  not  a  limitedrisk  spread 
and,  therefore,  it  must  be  monitored 
very  carefully. 

The  margin  on  this  spread  is) 
$1,000,  while  the  round-turn  com 
mission  is  about  $120.  ■ 
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>o,  you  think  interest  rates  are  down. 
Think  again.  There  is  more  to  this  story. 
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THE  INTEREST 
RATE  DELUSION 


By  Srully  Blotnick 
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Ask  investors  which  way  interest 
ates  have  gone  and  the  answer  you 
re  likely  to  get  is,  "Where've  you 
?een?  They're  down,  way  down.  It 
wasn't  long  ago  that  I  was  getting 
7.5%  on  my  money.  Now,  I'm  only 
etting  9.5%." 
Ask  the  same  question  of  finance 
xecutives,  however,  and  you  will 
eceive  exactly  the  opposite  reply, 
or  instance,  fay  Woodworth,  chief 
omestic    economist    at  Bankers 
Trust:  "If  anything,  interest  rates 
ave  gone  up." 

Up?  Interest  rates  up?  Could 
hese  two  knowledgeable  groups 
ven  be  looking  at  the  same  phe- 
omenon?  Obviously  not.  It's  im- 
ortant  to  see  why  their  perceptions 
iffer  so  radically. 

Two  factors  weigh  most  heavily 
n  the  thinking  of  individual  inves- 
ors.  The  first  is  the  massive 
mount  of  money  they  have  tied  up 
n  money  market  funds:  $230  bil- 
lon in  instruments  that  have  an 
verage  maturity  of  39  days.  So, 
when  investors  say  "interest  rates" 
hey  mean  "short-term  interest 
ates." 

The  second  factor  that  strongly 
colors  the  judgment  of  investors  at 
present  is  the  recent  stock  market 
rally.  The  pat  explanation  investors 


Dr.  Srully  Blotnick  is  a  research  psychologist 
fund  author  of  Getting  Rich  Your  Own  Way 
and  Winning:  The  Psychology  of  Successful 
Investing. 


have  settled  on  is,  as  one  put  it,  "It 
only  happened  because  interest 
rates  came  down — and  that's  why 
it's  going  to  keep  on  happening." 

The  decline  in  short-term  interest 
rates  made  many  investors  ex- 
tremely bullish  on  stocks.  But  is  the 
decline  what  it  seems?  Listen  to 
Woodworth,  who,  like  most  corpo- 
rate finance  officers,  tends  to  think 
long  term:  "Triple-A  corporate 
bonds  of  maturities  of  20  years  or 
more  currently  have  a  nominal  cost 
to  the  issuing  company  of  123/4%. 
From  that  figure,  we  have  to  sub- 
tract a  base  inflation  rate  presently 
running  at,  say,  the  5%-to-53/4% 
level.  The  real  interest  cost  on  20- 
year  debt  is  7%  to  73A%." 

How  does  that  compare  with  the 
situation  earlier  in  the  year?  Wood- 
worth's  reply:  "Take  lune,  for  ex- 
ample, before  the  big  runup  in  the 
stock  and  bond  markets  occurred. 
At  that  time,  the  nominal  rate  was 
14%  for  triple-A  corporates  with 
maturities  of  20  years  or  more.  The 
base  inflation  rate  during  the  period 
was  about  7.5%.  Therefore,  the  real 
cost  to  the  issuing  corporate  bor- 
rower was  only  6'/2%.  If  anything, 
then,  interest  rates  have  gone  i<[>  in 
recent  months,  not  down,  despite 
surface  appearances. 

Who  cares?  Isn't  this  debate 
merely  academic?  Not  at  all.  It  is 
having  a  major  impact  on  the  cap- 
ital spending  plans  of  companies  all 
across  the  country.  Corporate  trea- 
surers correctly  perceive  current  in- 
terest rates  as  being  much  too  high. 
As  Woodworth  puts  it,  "The  real 
rate  of  return  they  would  have  to 
make  [to  justify  long-term  borrow- 
ing at  this  level]  is  in  excess  of  10%, 
and  that  is  unlikely  to  be  the  result 
since  that  is  double  what  the  histori- 
cal average  has  been  for  manufac- 
turing concerns  in  the  U.S." 

The  individual  investors  I  have 
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recently  surveyed  who  are  aware  of 
the  decreased  capital  spending  pro- 
grams of  corporations  tend  to  dis- 
miss the  fact  with  an  argument  that 
goes  as  follows:  "There  isn't  much 
need  for  capital  spending  right  now, 
anyway.  Since  factory  utilization 
rates  are  hovering  around  68%,  why 
add  more?" 

For  two  very  good  reasons.  In  the 
first  place,  we  do  not  have  as  much 
idle  industrial  capacity  as  the  pub- 
lished figures  suggest,  because 
much  of  what  is  idle  is  obsolete  and 
ought  to  be  replaced.  Second, 
stepped-up  capital  investment  is  a 
cornerstone  of  the  Reagan  econom- 
ic program,  and  has  been  right  from 
the  start.  It  was  to  be  a  key  factor  in 
the  attempt  to  make  the  U.S.  more 
competitive  in  an  increasingly  in- 
ternational economy.  If  that  doesn't 
happen,  the  program  is  in  real  trou- 
ble. We  all  are.  That's  why  long- 
term  interest  rates  provide  a  more 
accurate  picture  of  what's  going  on 
than  the  view  held  by  most  inves- 
tors. Does  all  this  matter  in  a  ser- 
vices- and  information-oriented 
economy?  Indeed  it  does,  as  a  joint 
Harvard-MIT  group  concluded  after 
a  careful  section-by-section  analysis 
of  the  U.S.  economy.  In  Regional 
Diversity:  Growth  in  the  U.S.,  1960- 
1990  by  Gregory  Jackson  et  al.  (Au- 
burn House  Publishing  Co.,  131 
Clarendon  Street,  Boston,  Mass. 
02116,  $12),  the  authors  divide  the 
nation  into  nine  regions  and  study 
each  according  to  the  proportion  of 
manufacturing,  wholesale  and  retail 
trade,  services  and  government  em- 
ployment. They  reach  a  remarkable 
conclusion:  ".  .  .  Within  a  region, 
industries  exhibit  similar  growth 
patterns — that  is,  regional  effects 
extend  across  industries."  In  other 
words,  there's  a  much  stronger  link 
between  the  health  of  the  industri- 
al and  service  sectors  of  every  re- 
gion of  the  U.S.  than  is  commonly 
recognized.  What's  bad  for  manu- 
facturing is  eventually  bad  for  ser- 
vices, as  well. 

In  short,  anyone  who  thinks 
smokestacks  and  blue-collar  work- 
ers can  be  replaced,  without  pain,  by 
neat,  modern  offices  full  of  people 
pushing  paper  should  look  again  at 
the  evidence.  Investors  need  a  much 
clearer  picture  than  they  now  have 
of  the  economic  consequences  of 
high  interest  rates.  By  no  means  are 
we  out  of  the  woods  yet.  ■ 
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Success  and  failure  in  running  a  new 
company  are  two  sides  of  the  same  coin. 
How  do  you  deal  with  them? 

WHEN  THE  GAME 
IS  OVER 


By  Thomas  P.  Murphy 


How  do  you  know  when  you  have 
failed  as  an  entrepreneur?  How  do 
you  survive  greater  success  than 
you  ever  imagined?  In  this  column, 
my  final  one  on  the  steps  involved 
in  going  into  business  for  yourself,  I 
want  to  end  on  a  moralizing  note.  It 
is  not  the  Gospel  from  John  DeLor- 
ean.  That  fellow  was  always  larger 
than  life.  But  his  fate  does  suggest 
the  basic  point:  In  the  end,  charac- 
ter, perspective  and  integrity  are 
what  make  the  difference. 

Failure,  on  the  face  of  it,  seems 
harder  to  deal  with.  Our  culture 
(never  say  die!),  self-interest  and  ego 
combine  to  force  entrepreneurs  to 
struggle  on  beyond  any  hope  of  sal- 
vaging the  businesses  they  started. 
First,  the  investors'  money  goes, 
then  maybe  the  house  and  the  wife, 
too,  if  she  gets  in  the  way.  While  I 
haven't  yet  met  one  willing  to  deal 
dope,  nothing  would  surprise  me 
anymore.  An  entrepreneur  can  easi- 
ly become  enslaved  by  his  idee  fixe. 

Yet  there  is  a  time  when  it  really 
is  over.  Most  new  enterprises  do,  in 
fact,  fail.  How  do  you  know  when 
yours  has  become  one  of  the  fail- 
ures? It's  the  hardest  call  venture 
capitalists  have  to  make.  It  is  an 
even  harder  call  for  entrepreneurs 
themselves  to  make. 

Product  failures  are  the  easiest  to 
deal  with.  When  you  can't  make  the 
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product;  when  competition  comes 
out  with  something  much  better; 
when  cost  overruns  spiral;  then  it  is 
usually  obvious  to  everyone  that 
the  new  business  is  not  going  to 
make  it.  Last  minute  saves — the 
dramatic  new  product,  for  in- 
stance— have  always  flopped  in  my 
experience.  If  you  have  started  a 
business  based  on  a  product  and  the 
product  doesn't  work  out,  I  would 
seriously  consider  packing  it  in. 

Harder  to  deal  with  is  marketing 
failure.  The  product  is  great,  every- 
one— except  maybe  the  buyers — is 
enthused  about  it. 

How,  then,  do  you  know  when  it 
is  time  to  quit?  My  answer  is 
when  you  have  tried  enough  vari- 
ations on  marketing,  you  have 
used  your  own  salesmen,  tried  dis- 
tributors, changed  advertising  ap- 
peals, tried  different  pricing,  etc.  If 
none  of  the  experiments  work  well 
enough  when  projected  over  the 
whole  business  to  give  you  a  viable 
company,  then  it  is  time  to  bail  out. 

Most  entrepreneurs  don't,  of 
course.  One  of  them  I  knew  always 
managed  to  beguile  an  institutional 
investor  out  of  another  million  or 
two  based  on  the  real  appeal  of  the 
product  he  had  developed. 

First  an  insurance  company  ex- 
ecutive, who  thought  he  had  be- 
come a  venture  capitalist,  poured 
$3  million  into  the  company.  (That 
fellow's  career  judgment  was  bet- 
ter than  his  investment  judgment. 
He  quit  before  it  was  obvious  that 
the  money  was  lost,  and  went  on 
to  a  better  job  with  another  insur- 
ance company.)  Then  a  corporation 
was  lured  in  to  roll  out  the  mar- 
keting program  at  a  cost  of  a  few 
million  more. 

What  they  all  seemed  to  overlook 
was  that  the  product  just  wouldn't 
sell.  Ultimately,  $11  million  went 
down  the  drain  in  that  fiasco. 


Another  sign  of  trouble  is  "diver- 
sification" before  the  first  business 
becomes  successful.  Again,  Ameri- 
can folklore  supports  this  kind  ofj 
tactic.  Entrepreneurs  are,  after  all,, 
nimble,  adaptable  fellows.  If  one 
thing  doesn't  quite  work,  try  an- 
other. The  idea  may  be  fine,  in  prin- 
ciple, but  in  practice  a  failure  al-j 
most  every  time.  What  happens  is 
that  the  first  business,  already  in| 
trouble,  is  neglected  and  the  new 
one  never  gets  the  capital  or  the 
management  commitment  needed 
to  make  it  succeed. 

A  final  symptom  of  terminal 
trouble  is,  what  should  we  call  it, 
ethical  collapse?  Products  get 
shipped  that  the  entrepreneur 
knows  won't  work.  Vendors,  inves- 
tors, banks,  employees  are  conned, 
and  the  entrepreneur  weaves  a 
growing  web  of  shabby  dealing. 
Miraculously,  it  works — for  a  little 
while — a  faltering  business  has! 
been  saved!  No,  it  only  seems  that 
way.  The  house  of  cards  comes 
crashing  down  destroying  not  only 
the  business  but  the  entrepreneur's 
reputation  as  well.  When  his  repu- 
tation is  gone,  the  chance  of  recoup- 
ing drops  to  almost  nil. 

Failure  is  one  thing,  but  what 
about  the  other  side  of  the  coin — 
success?  The  hard  times  are  over, 
profits  are  pouring  in  and  every- 
thing you  touch  seems  magically  to 
turn  out  well.  You  are  on  a  roll. 

It  can  be  fatal.  Early  symptoms 
are  of  the  Spartan  turning  Sybarite: 
better  offices.  Why  not  a  company 
plane?  Or  restlessness  can  be  an- 
other; the  desire  to  overexpand, 
overextend,  diversify  into  business- 
es you  know  nothing  about.  Success 
isn't  enough.  You  want  to  recapture 
the  old  thrill. 

Other  successful  entrepreneurs 
let  their  egos  take  command.  The 
desire  for  recognition  becomes  a 
craving — press  conferences,  presi- 
dent of  this  or  that  outside  group. 
And  it  is  great  public  relations,  isn't 
it?  It  certainly  is,  just  so  long  as  you 
still  have  a  successful  business. 

What  are  the  commonalities  in 
coping  with  the  twin  pressures  of 
failure  and  success?  They  really  are 
about  the  same  in  both:  character, 
perspective,  integrity.  How  do  you 
know  when  drift  has  set  in?  I  think 
your  mirror  tells  you.  Just  look  into 
it  some  morning  and  ask  yourself: 
"Is  this  person  still  really  me?"  ■ 
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Kft  ivest  your  Individual  Retirement  Account 
ith  T.  Rowe  Price  Mutual  Funds,  and  you'll 
;t  more  than  a  competitive  return  on  your 
oney.  You'll  get  freedom  of  choice. 

Choose  your 
investment  objective. 

here  are  eight  T.  Rowe  Price  no-load  funds 
ppropriate  for  your  IRA.  You're  free  to 
hoose  money  market,  stock  or  bond  funds, 
nd  you're  free  to  choose  from  a  number  of 
vestment  objectives,  including  high  current 
eld  with  safety  of  principal,  capital  appre- 
ation  or  stable  income  over  the  long  term. 

Change  course 
with  a  toll-free  call. 

ie  T.  Rowe  Price  IRA  also  offers  the  freedom 
switch  from  fund  to  fund  when  changes  in 
e  markets  or  your  needs  suggest  a  change  in 
irategy.  All  it  takes  is  a  toll-free  call. 

Start  enjoying 
IRA  benefits  now. 

allowing  a  wait  and  see  strategy?  Then  start 
>ur  IRA  in  the  T.  Rowe  Price  Prime  Reserve 
nit  jnd  or  our  U.S.  Treasury  Money  Fund. 
You'll  qualify  for  your  '82  IRA  tax  deduc- 
3n.  You'll  start  compounding  tax-deferred 
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dollars  at  competitive  money  market  rates 
right  now.  And  you'll  be  able  to  switch  to 
another  fund  later  on. 

Investment  specialists 
since  1937. 

T.  Rowe  Price  manages  over  $7  billion  in 
mutual  fund  assets,  $250,000,000  in  IRAs 
alone.  We're  also  investment  adviser  to  many 
large  corporate  pension  plans. 

Whichever  fund  you  choose  for  your  IRA, 
you'll  benefit  from  over  45  years  of  invest- 
ment management  experience. 

For  a  free  IRA  information  kit,  call 

1-800-638-5660. 

In  Maryland,  1-800-492-1976. 


The  T.Rowe Price  IRA. 

T.  Rowe  Price  Marketing,  Inc. 
100  East  Pratt  Street,  Baltimore,  MD  21202 

Please  send  my  free  IRA  kit  and  a  money  market  fund 
prospectus  with  more  complete  information,  including 
management  fee  and  other  charges  and  expenses.  I  will 
read  it  carefully  before  I  invest. 

Name  


Address. 
Citv  


State. 


.Zip_ 
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World  Money  Forecast   
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Flashbacks 


Edited  by  Dero  A.  Saunders 


ntani 


"The  more  things  change. .  .  ." 
(terns  from  past  issues  of  Forbes 


cty  years  ago  in  Forbes 

>m  the  issue  of  December  23,  1922) 

resident  Harding  has  come  out  in 
or  of  the  abolition  of  the  12-hour 
rk  day.  'The  12-hour  day  and  the 
>e  of  workers  it  produces,'  he  is 
Dted  as  saying,  'have  outlived  their 
ifulness  in  American  life.' 
Women  in  the  Government  Print- 
;  Office  in  Washington  performing 
\  same  operations  as  men  will  re- 
ve  equal  pay  with  men,  it  was  an- 
unced.  Increases  from  10  to  20 
its  an  hour  will  be  given  the  215 
imen  affected  by  the  order." 


|?oswt  Secretary  Andrew  W.  Mellon 

jt  Germany  had  had  at  the  head  of  its 
jj:asury  as  able  and  experienced  a  fi- 
Hncier  as  Secretary  of  the  Treasury 
jtellon,  the  probability  is  that  her 
Ijrrency  would  not  today  be  practi- 
lllly  worthless.  No  Cabinet  office  at 
J  ashington  has  been  more  ably  filled 
Jlan  that  of  the  Treasury.  One  gigan- 
||:  piece  of  financing  after  another  has 
Hen  arranged  by  Secretary  Mellon  so 
ij  ietly  and  successfully  that  the  gen- 
ii public  have  had  no  occasion  to 
like  particular  notice  of  what  has  been 
l|ing  on.  And  now  Secretary  Mellon 
nmes  forward  with  a  report  full  of 
Ipse  and  sanity.  He  describes  how  it 
would  be  possible  to  take  care  of  the 
n  rrent  year's  greatly  decreased  deficit 
H  the  estimated  surplus  of  our  next 
kcal  year.  He  portrays  a  country  mov- 
wts  in  an  orderly,  encouraging  way 
Awards  prosperity,  and  recommends 
U)  new  taxes  whatever  be  imposed. 
|  J  "He  goes  even  further.  He  urges  that 
lie  maximum  income  supertax  be  re- 
Biced  from  50%  to  25%,  and  declares 
Hat  this  would  bring,  not  less,  but 
i  ore  money  into  the  Treasury.  .  .  ." 


"A  trillion  paper  marks  by  Dec.  31  is 
the  prospect  held  out  by  the  German 
money  presses,  whose  latest  spurt  has 
resulted  in  an  addition  of  1 10.3  billion 
marks  to  the  nation's  already  swollen 
paper  circulation." 

Fifty  years  ago 

(December  15,  1932) 

"One  very  rich  man,  the  dominating 
power  in  a  number  of  large  enter- 
prises, told  me  with  pride  and  gusto 
some  time  ago:  'I  saw  how  things 
were  going,  so  I  dumped  on  the  mar- 
ket millions  and  millions  of  securi- 
ties. I  now  have  the  cash  deposited  in 
the  safest  banks  in  the  country.  So  I 
should  worry  what  happens.'  I  replied: 
'If  enough  men  of  your  class  do  what 
you  have  done,  you  won't  be  worrying 
about  how  many  millions  you  have 
on  deposit  or  the  safety  of  the  banks 
you  have  picked;  you  will  be  worrying 
about  the  safety  of  your  neck.'  " 

— Editor  B.C.  Forbes 

"The  portents  are  that  1933  will  un- 
leash clamor  for  the  enactment  of 
compulsory  unemployment  insur- 
ance legislation  by  federal  and  state 
governments.  This  outlook  is  disturb- 
ing because  it  is  unlikely  that  politi- 
cians will  devote  the  vast,  searching, 
mature  investigation,  study  and  delib- 
eration essential  to  formulating  wise, 
workable  .  .  .  plans." 


This  44-seat,  gasoline-pou  <ered  aluminum 
rail  car  was  intended  to  rejuvenate  the 
railroads'  depressed  passenger  business 
k)< providing  service  every  fete  minutes 

"The  new  German  government  has 

gotten  away  to  a  seemingly  good  start 
with  General  von  Schleicher  taking 
over  the  reins  from  von  Papen  after 
President  von  Hindenburg  had  called 
upon  Hitler,  the  Nazi  chieftain,  to 
form  a  cabinet  of  his  own.  The  offer  to 
Hitler  was  surrounded  with  a  good 
deal  of  limitation,  however,  and  Hit- 


ler refused  to  consider  such  an  offer. 
The  Schleicher  cabinet  presents  no 
very  drastic  changes,  and  it  appears 
that  the  government  will  go  on  much 
as  it  did  before,  with  only  a  slight 
pretense  of  upholding  the  parliamen- 
tary forms.  No  showdown  in  the 
Reichstag  is  expected  at  least  until 
early  next  year." 

Kurt  von  Schleicher — the  name  in 
German  means  "intriguer"  or 
"sneak" — had  made  an  Army  career  of 
climbing  by  means  of  friends  whom  he 
then  betrayed.  In  1928  he  persuaded 
President  von  Hindenburg  (to  whom 
he  was  close  through  Hindenburg's 
son)  to  appoint  Schleicher's  old  com- 
mander General  Groener  as  Minister 
of  Defense,-  in  1930  he  got  Hindenburg 
to  appoint  Catholic  Heinrich  Bruening 
as  chancellor.  But  in  1932  he  connived 
with  the  Nazis  to  destroy  both,  taking 
Groener's  job  himself  and  replacing 
Bruening  with  the  ludicrous  Franz  von 
Papen.  Within  six  months  von  Papen 
fell  via  Schleicher-engineered  in- 
trigue, with  Schleicher  becoming 
chancellor  Dec.  2.  As  top  Nazi  propa- 
gandist Goebbels  wrote  in  his  diary 
that  day,  "He  won't  last  long."  Said 
Schleicher  later,  "I  stayed  in  power 
only  57  days,  and  on  every  one  of  them 
I  was  betrayed  57  times." 

Twenty-five  years  ago 

(December  15,  1957) 

"Europe's  Common  Market,  which 
will  be  officially  established  Jan.  1, 
will  greatly  aid  the  economic  revival 
of  Western  Europe,  most  foreign-trade 
experts  feel.  Among  the  basic  Com- 
mon Market  facts,  they  stress,  none  is 
more  important  than  this:  Its  six 
members  (Belgium,  the  Netherlands, 
Luxembourg,  Germany,  Italy,  France) 
have  a  combined  population  of  165 
million,  or  just  under  that  of  the  U.S. 
This  huge  market  will  necessarily  re- 
main open  to  international  trade  be- 
cause of  its  dependency  on  the  outside 
world.  ..." 

"What  Wall  Street  traders  have  come 
to  call  'the  year-end  rally'  in  the  mar- 
ket is  something  that  has  in  the  past 
given  them  a  warm  feeling  about  De- 
cember. .  .  .  Since  1942,  every  Decem- 
ber save  one  in  1953  has  shown  a  gain 
in  the  stock  market  as  measured  by 
the  Dow-Jones  industrial  average.  For 
the  past  60  years  the  odds  in  favor  of  a 
December  gain  has  grown  to  2.75  to  1. 
There  have  been  44  Decembers  that 
experienced  advances." 
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Blessed  are  those  who  give 
without  remembering  and  take 
without  forgetting. 
Elizabeth  Bibesco 


Rings  and  jewels  are  not 
gifts,  but  apologies  for 
gifts.  The  only  true  gift 
is  a  portion  of  yourself. 
Ralph  Waldo  Emerson 


One  can  always  be  kind  to  people 
about  who  one  cares  nothing. 
Oscar  Wilde 


The  only  thing  worse  than 
taking  from  the  poor  is 
persuading  them  to  give 
beyond  their  means. 
Benjamin  Lichtenberg 


Poverty  robs  one  of  the 
right  to  be  generous. 
George  Gissing 


If  you're  the  kind  who's 
kind,  kindness  has  a  way 
of  finding  you. 
Robert  Half 


A  Text . . . 

And  I  will  give  them  one 
heart,  and  I  will  put  a 
new  spirit  within  you; 
and  I  will  take  the  stony 
heart  out  of  their  flesh, 
and  will  give  them  a  heart 
of  flesh. 

EZEKIEL  11:19 


Sent  in  by  Rhonna  Anderson,  Salem,  Ore. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


I  believe  that  every  human 
mind  feels  pleasure  in  doing 
good  to  another. 
Thomas  Jefferson 


Thoughts 

on  the  Business  of  Life 


Christmas  is  glorious 
I  lov&  the  season,  the 
spirit  of  Christmas.  If  your 
heart  is  in  the  right 
place,  it  affords  you 
appropriate  opportunity 
to  do  things  for  others,  to 
express  your  good  will,  to  let 
yourself  go  sentimentally 
and  philanthropically. 
B.C.  Forbes 


Do  not  wait  for 
extraordinary  circumstances 
to  do  good  actions;  try 
to  use  ordinary  circumstances. 
Jean  Paul  Richter 


There  is  goodness  without 
any  aim  and  goal  in  the 
realities  of  life. 
Hans  Margolius 


A  gift  much  expected 
is  paid,  not  given. 
George  Herbert 


If  you  haven't  got  charity 
in  your  heart,  you  have  the 
worst  kind  of  heart  trouble. 
Bob  Hope 


Ever  since  our  love  for 
machines  replaced  the  love 
we  used  to  have  for  our 
fellow  man,  catastrophes 
proceed  to  increase. 
Man  Ray 


More  than  3,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  574- 
page  book  at  $12.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.  Y. 
10011.  Add  appropriate  sales  tax  on  New 
York  State  orders. 


Christmas  brings  out  the 
best  in  all  of  us,  but 
it's  tiring  and  expensive. 
William  Feather 


Personally,  I  don't  believe 
that  life  can  be  worth 
living  without  the  practice 
of  good  neighborliness. 
Wilfred  T.  Grenfell 


Those  who  bring  sunshine  to 
the  lives  of  others  cannot 
keep  it  from  themselves. 
James  Barrie 


No  one  is  rich  enough 
to  do  without  a  neighbor. 
Danish  Proverb 


Our  actions  are  neither 
so  good  nor  so  evil  as 
our  impulses. 
Vauvenargues 


Abundant  charity  is  an 
atonement  of  imaginary  sins. 
Samuel  Johnson 


Doing  good  is  the  only 
certainly  happy  action 
of  a  man's  life. 
Philip  Sidney 


You  will  find,  as  you  look 
back  upon  your  life,  that 
the  moments  that  stand  out, 
the  moments  when  you  have 
really  lived,  are  the  moments 
when  you  have  done  things 
in  the  spirit  of  love. 
Henry  Drummond 


The  best  way  to  keep  good 
acts  in  memory  is  to  refresh 
them  with  new  ones. 
Francis  Bacon 


Love  must  be  given  without 
thought  of  reciprocation. 
Frank  Tyger 
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IT  TAKES  12.2  MONTHS 
0  MAKE  ENOUGH  FOR 
NEW  CAR. 

FORTUNATELY  THERE'S 
NE  THAT'S  WORTH  IT. 


Statistics  show  that  it  takes 
all  year  to  make  enough  to  buy  a 
v  car* 

After  all  those  desk  top 
iches,  all  those  endless  meetings, 
that  running  and  sweating  and 
irrying  and  overtime,  you'd  better 
sure  of  the  car  you  buy. 
You  can't  afford  a  mistake. 
Maybe  that's  why  statistics  also 


show  more  people  than  ever  have 
been  buying  Volvos. 

Volvos  give  you  a  lot  for 
each  hard  earned  buck.  All  come 
loaded  with  standard  features. 
All  are  a  genuine  pleasure  to  drive 
(a  rarity  in  this  age  of  econobox 
boredom).  And  all  are  built  to  live 
thd  long  life  that  Volvo  has 
become  famous  for.  Volvo's  life 


expectancy  is  now  one  third  longer 
than  the  average  of  all  other  cars 
on  the  road! 

Which  means  instead  of  spend- 
ing your  salary  on  another  new 
car  just  a  few  years  from  now,  you 
can  spend  it  on  something  truly 
wonderful. 

A  vacation  "VOIiVO 
f  rom  work.    A  car  you  can  believe  in. 


d  upon  WHI  average  household  discretionary  income  and  average  selling  Jnce  of  new  cars  from  N.A.D.A.  +  Analysis  conducted  by  Ken  Warwick  &  Associates.  Inc.  Based  on  acomparison  of  U.&registration 
for  Volvo  and  for  the  automobile  industry  as  a  whole  and  not  by  individual  make.  This  is  not,  however,  an  expressed  or  implied  warranty,  but  us  comforting  to  know.  ©  1982  Volvo  of  America  Corporation. 


I 


iu  Lummemorate  us  centennial  anniversary,  the  House  of 
Marnier-LaPostolIe  created  this  remarkable  edition  of  Grand 
Marnier.  As  with  all  fine  art.  its  availability  is  extremely  limited 

For  delivery  anywhere  call  800-528-6148  (except  where  prohibited  by  law) 


